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1. Introduction

The Kaliningrad Region (Oblast), a part of the former East Prussia, was given to Stalin at the Potsdam Conference in 1945. It is surrounded by Poland, Lithuania and the Baltic Sea. Its territory is 15,100 sq km and a population is about 950,000 inhabitants (including 75 percent Russians, quite substantial numbers of Belarussians, Ukrainians and Lithuanians and 0.2 percent Germans), almost half of whom are concentrated in Kaliningrad. The enclave belongs to the North-Western Federal District (Russia has seven such districts), whose capital is St Petersburg. 

Kaliningrad was the Soviet Union’s military outpost on the Baltics in the Cold War period. However, with the breakdown of the Soviet Union Kaliningrad found itself sandwiched between Poland (in the south) and Lithuania (in the east). The region had to deal with numerous problems ranging from provision of basic supplies and transit (civilian and military) to visa and customs regimes. NATO and EU enlargements created a new set of problems that are far from being solved.

These developments have attracted a great deal of attention from the Russian and world academic community. One group of works examined socio-economic development of the region in the post-Communist period.
 Other scholars studied military-strategic aspects of the problem.
 The third category of works analysed the implications of NATO and EU enlargements for Kaliningrad.
 Finally, some experts discussed the future of the region and suggested concrete recommendations and options.

The authors differ by their theoretical and political approaches. Some specialists tended to be alarmists by considering Kaliningrad as a flash point of conflict or a source of insecurity for the entire Baltic Sea region.
 Others viewed Kaliningrad as a small change in the great powers ‘big game’.
 There are also some experts who see Kaliningrad as a historical chance for Russia to be integrated into the Western civilisation. For this school, Kaliningrad is ‘gateway’ or ‘pilot’ region, region of co-operation rather than confrontation.
 Authors also differ by their specific suggestions and recommendations how to solve numerous Kaliningrad problems.

This study seeks to broaden under​standing of Kaliningrad’s current place in the European politics and its future by con​sidering the following fundamental questions:

· Why is Kaliningrad a problem both for Russia and its neighbours?

· What sort of Russia’s federal policies towards Kaliningrad should be suggested?

· How can the problems stemming from EU and NATO enlargement be solved?

· Which global, regional and subregional institutions are helpful in case of Kaliningrad? How should they coordinate their activities in order to avoid duplication?

· What is the future of the region? Would it remain an isolated ‘island’ surrounded by the EU ‘waters’ or could it become a ‘gateway’ or ‘pilot’ region that may offer a model, which could be attractive to other Russian border areas?

There are also a number of more theoretical questions:

· Is the national sovereignty over the territories still important in the post-modern age?

· Do the national borders matter in the present-day world? Do they divide or unite peoples of Europe?

· How can the Kaliningrad issue help to shift the focus of European politics from the ‘hard’ to ‘soft’ security agenda?

· Is it possible to make a subregional/regional security system more stable through intensive cross- and transborder co-operation?

· Is Kaliningrad a place for inter-civilisational contact and co-operation or a border between Cosmos (the West) and Chaos (the East)
 or manifestation of a Huntingtonian-type ‘clash of civilizations’?

The discussion below addresses some of these topical questions. It should be emphasized that these questions are not only of academic significance; they are also of paramount practical importance for Russia, the EU member states and other international actors.

2. The historical background

Since many current problems of the enclave are deeply rooted in the past it is important to take into account the historical context. The town and region have a long history. Kaliningrad is former Königsberg, the capital of East Prussia. The first historically recorded inhabitants were the Prussians, the Baltic people (similar to Lithuanians and Latvians). In the 13th century the Teutonic Order conquered this territory and Prussians were baptised by the winners. German colonizers gradually assimilated the Prussians and their language died out by the 17th century. Nonetheless they went down in history by lending their name to the area and the German state of Prussia.


Königsberg was founded by Teutonians in 1255 and named in honour of the crusading Bohemian king Otokar II. Prussia was subsequently a subject of dispute between Germans, Lithuanians, Poles, Swedes and Russians. In the 17th century Prussia was gradually taken over by the German state of Brandenburg. The Kurfürst of Brandenburg here crowned himself King of Prussia in 1701.

Russia had occupied East Prussia in 1758-62 during the war with Prussia and partly in 1915 during the World War I. In April 1945 Soviet troops conquered Königsberg again. At the Potsdam Peace Conference (July-August 1945) Stalin demanded Königsberg and the surrounding area on the grounds that the Soviet Union needed compensation for its war losses, wanted an ice-free port on the Baltic Sea, and on the claim that the area originally was Slavic. He also promised the southern two thirds of East Prussia to Poland. The Western countries had to agree to Stalin’s claim. The Memel (Klaipeda) region was soon handed over to Soviet Lithuania. Thus East Prussia was divided into three different parts.

It should be noted, however, that from the international law’s point of view, the legal status of Kaliningrad is to some extent uncertain. It was stated in the Potsdam Protocol that US President and British Prime Minister would support the transfer of territory to the USSR “at the forthcoming peace conference”. According to some lawyers, since a peace conference, providing a de jure termination of World War II, never occurred, that pledge was never acted upon. Henceforth the United States would concede Soviet administrative control of the territory but not Moscow’s de jure possession of it.
 


In 1946 the Kaliningrad Region (Oblast) was formed as a part of the Russian Soviet Federative Socialist Republic. Ethnic Germans were moved away from this territory and the region was populated mainly by Russians (or Belarussians and Ukrainians).

During the Cold War period the region was perceived as an important Soviet military outpost in the confrontation with NATO. It was one of the most highly militarised areas in Europe. The Headquarters of the Baltic Sea Fleet was (and is) located there. The 11th Guards’ Army equipped with offensive arms such as tanks, artillery, missiles and aircraft were deployed in the Kaliningrad Oblast (Region). 100.000 servicemen (every tenth Kaliningrader) were located in the area. The region was totally sealed from Poland and the West, and even Soviet citizens had limited access. Along with Murmansk, Archangel, Sevastopol and some other Soviet regions with a formidable military infrastructure Kaliningrad became a symbol of a ‘garrison town’.


However, with the end of the Cold War and the dissolution of the Soviet Union Kaliningrad found itself in a completely new situation. 

· First, it was separated from “big” Russia by the newly independent states such as Lithuania and Belarus. The new geopolitical situation led to numerous problems in areas such as supplying the region with basic provisions, energy, raw materials and equipment, transport, communications, military transit and travel. A new customs, border-crossing and consular infrastructure had to be created in the region. An increasing feeling of isolation from “mainland Russia” is widely spread in Kaliningrad. For this reason, many experts prefer to call Kaliningrad a “Russian exclave” rather then “enclave”.

· Second, the military significance of Kaliningrad has been dramatically declined in the 1990s. The Russian military presence has diminished significantly over ten years, with the current number of military personnel in the region variously assessed at between 18,000 and 25,000 (from a total of 200,000 during the Cold War), plus some 5,000 Border Guard troops and some 1,000 Internal Forces. In addition Admiral Vladimir Yegorov, the governor of the enclave since November 2000 and the former commander of the Baltic Sea Fleet, stated in February 2001 that Moscow would reduce its troops stationed in the western part of the enclave by 8,600 by the end of 2003. 

In late 1997 the Kaliningrad Special Defence District (the only remnant of the former Baltic Military District) was abolished (including the 11th Army). The residual land units were subordinated to the Commander of the Baltic Sea Fleet. The latter was radically reduced as well. 

In 1990-94, the Kaliningrad Defence District reduced the number of its tank divisions from two to one. In 1996, the remaining tank division was disbanded. In 1994-2002, the number of tanks fell from 1,100 to 829. By 1996, an artillery division was transformed into three brigades, an airborne brigade was dismissed and the number of surface-to-surface missile brigades fell from three to one. Between 1990-2002, the number of artillery pieces was reduced from 677 to 330 and combat aircraft fell from 155 to 28 (see table 1).

Over the same period, the Baltic Fleet reduced the number of its submarines from 42 (two strategic and 40 tactical) to two (all tactical) and the number of surface ships from 450 (39 principal combatants, 150 patrol and coastal combatants, 120 mine warfare, 21 amphibious and 120 support vessels) to 190 (6 principal combatants, 30 patrol and coastal combatants, 19 mine warfare, 5 amphibious and 130 support ships). Now it is comparable – in terms of the number of battle ships – with the German and Swedish navies.

The configuration of the region’s military structure became purely defensive. Many military analysts doubt that Kaliningrad is really defendable from a strategic point of view because of its remoteness and low fighting efficiency.

Table 1. Russian Armed Forces in the Kaliningrad Oblast’, 1990-2002

	Forces and military equipment
	1990
	1994
	1996
	1997
	2002

	Land forces
	n.k.
	38,000
	24,000
	19,000
	10,500

	Tank division
	2
	1
	Nil
	Nil
	Nil

	Motor rifle division
	2
	2
	2
	2
	1

	Airborne brigade
	1
	1
	Nil
	Nil
	Nil

	Tank
	802
	1,100
	850
	850
	811

	Armoured combat vehicle
	1,081
	1,300
	925
	925
	865

	Artillery/mortar
	677
	600
	426
	426
	345

	Surface-to-surface missile
	n.k.
	40
	12
	12
	18

	Attack helicopter
	48
	48
	50
	50
	16

	Air defence
	
	
	
	
	

	Fighter number
	155
	35
	28
	28
	28

	Surface-to-air missile
	n.k.
	250
	50
	50
	50

	Baltic Fleet
	
	
	
	
	

	Strategic submarines
	2
	Nil
	Nil
	Nil
	Nil

	Tactical submarines
	40
	10
	6
	6
	2

	Principal surface combatants, including:
	39
	32
	31
	25
	6

	Cruiser 
	n.k.
	3
	Nil
	Nil
	Nil

	Destroyer
	n.k.
	3
	3
	2
	2

	Frigate/corvette 
	n.k.
	26
	28
	23
	4

	Other surface ships, including:
	411
	231
	228
	192
	174

	Patrol and coastal combatants
	150
	60
	42
	32
	26

	Mine warfare
	120
	50
	60
	37
	13

	Amphibious 
	21
	21
	8
	12
	5

	Support ships
	120
	100
	118
	111
	130

	Naval aviation
	
	
	
	
	

	Fighter, ground attack
	180
	180
	94
	83
	53

	Anti-submarine warfare
	15
	15
	6
	10
	Nil

	Maritime reconnaissance/electronic warfare
	7
	7
	7
	7
	2

	Helicopter 
	50
	50
	41
	40
	41

	Naval infantry 
	
	
	
	
	1,100

	Brigade 
	1
	1
	1
	1
	1

	Tank 
	n.k.
	26
	25
	25
	26

	Artillery/mortars
	n.k.
	43
	34
	34
	52

	Coastal defence
	
	
	
	
	

	Artillery 
	n.k.
	120
	133
	133
	133

	Surface-to-surface missile
	n.k.
	8
	8
	8
	8


n.k. – not known

Source: The Military Balance 1990-2002 (2002).
Accordingly, the direct economic importance of the military has greatly diminished. However, it remains of some weight in the sense that many retired military personnel have opted to stay in the region and are among the 2,000 entrepreneurs who make up the Kaliningrad Employers' Union and the 70,000 or so traders or craftsmen officially known to the authorities. Many of these former servicemen are also engaged - as are some active military - in the "shadow economy", which is estimated to account for more than 50 percent of the regional GDP.

· Third, in contrast with the Soviet time, now Kaliningrad is open for international co-operation and has one of the most liberal economic, customs and border/visa regimes in the Russian Federation. First, a Free Economic Zone (FEZ) and then a Special Economic Zone (SEZ) were established in the region in order to attract foreign investment. The German and South Korean automobile giants – BMW and Kia – opened production lines in Kaliningrad and Norwegian ships are repaired there. Unlike other Russian citizens the Kaliningraders enjoyed a visa-free regime with Lithuania and Poland before 2003. 

Contrary to the image of a “garrison town” or “military outpost” that was the case in the Cold War era, now Kaliningrad is perceived as a most pro-Western or cosmopolitan region in the country. In this regard Kaliningrad exemplifies a most dramatic change in economy, society, foreign policy and mentality that ever had happened in post-Communist Russia.

However, along with positive changes the region had to face numerous problems that both stemmed from the Soviet past and are looming ahead because of the EU/NATO enlargement. These challenges can be grouped into the following categories:

· Geopolitical vulnerability. Kaliningrad, as an integral part of Russia, will become a piece of foreign territory within the wider European space. From traditional security point of view, Kaliningrad is hardly defendable in strategic and controllable in socio-political terms. Although anyone does not even plan to attack Kaliningrad geopolitical thinking is still strong among the Russian military and some politicians and this should be taken into account when security perceptions of the Russian élites are examined.

· Sovereignty. Geopolitical location, in turn, could question the Russian sovereignty over Kaliningrad that is separated from mainland Russia and in term of economy, trade, transportation and mentality is oriented to or dependent on the West. 
· Economic challenges. Kaliningrad has suffered from an economic decline since the introduction of the market economy (similar to other Russian regions). Production has fallen by more than half since 1990.
 Kaliningrad was particularly strongly affected by the Russian financial crisis of August 1998 because of its dependence on foreign trade and particularly imports.

· Fisheries. Russia's concern is that after enlargement, the Baltic Sea will become an almost exclusive EU fisheries zone. The Commission suggested to settle the issue in the context of a new Russia-EU fisheries agreement, negotiations for which began in June 2000. Russia, however, worries that these negotiations have started too late to prevent negative effects of enlargement on the Kaliningrad fishery industries.
 

· Trade and transit. Given its enclave status, Kaliningrad is dependent on imports, the value of which is three times that of its exports, with heavy reliance on trade and economic interaction with mainland Russia. Every year more than 6 million tons of goods transit, mainly by rail, through Lithuania to and from Russia. 55 percent of this traffic is oil, coke and coal.
 Kaliningrad also imports many goods (including most of its food) from its immediate neighbours, Poland and Lithuania, which, with Germany, are Kaliningrad's most important foreign trade partners. Although Kaliningrad has relatively more trade links with its non-Russian neighbours than other Russian border regions, it is still relatively poorly integrated into the regional economy.

· Energy. The Oblast produces only 20 percent of its own needs (mainly at small fuel oil and coal-fired plants) and, for this reason, is almost totally dependent on imported energy from the Russian mainland.
 The delivery of fuel oil and coal is costly and complicated, dependent upon the transit regime agreed with neighbouring countries. Gas is received from Russia through a pipeline, which transits Belarus and Lithuania. The Kaliningrad authorities want to increase the share of gas for electricity production. A new gas-fired power station is under construction and the construction of another gas pipeline is under consideration.

· Social problems. Oblast's social indicators are bad. The standard of living is lower than the already poor Russian average. A third of the Kaliningrad Oblast's population lives below the poverty line.
 With EU enlargement, the present development gap between Kaliningrad and its neighbours as well as the prospect of this gap widening, can become a factor of destabilization in the entire Baltic Sea region.

· Education. Kaliningrad has six higher education institutions, including the Kaliningrad State University. Unfortunately, their faculties, curricula and courses do not cater sufficiently for sectors such as microelectronics, biotechnology, new manufacturing processes, business administration, law, international relations and political science.
 The level of foreign language training does not correspond to international standards as well.

· Health care system. Public health care services in Kaliningrad are also in trouble. Diseases such as, tuberculosis, diphtheria, measles and epidemic paratyphoid are widespread. TB is becoming multi-resistant and its prevalence is growing, especially among the inmates of Kaliningrad prisons. 280 people had died of tuberculosis in 2001.
 Drug use and prostitution have led to the alarming spread of other communicable diseases. For instance, Kaliningrad is among the worst regions in Russia for registered cases of HIV, and is by far the most affected area in the Baltic Sea region. 

· Environment. Kaliningrad is the second worst source of pollution in the Baltic Sea region after St. Petersburg, generating more than 400,000 tons annually of domestic and industrial waste.
 Sanitary conditions in urban areas are deteriorating, and the sewage system dates back to pre-WWII. Russia has committed itself to decrease marine pollution. As a result, the discharge of pollutants has diminished somewhat since 1991. 

· Crime. Organised crime, trafficking in human beings, drugs and stolen vehicles and illegal migration are all present in the Oblast. Drug use is spreading at an alarming rate (the enclave is said to have over 10,000 heroin addicts).
 Smuggling - notably of amber, alcohol and cigarettes – and prostitution are also prevalent. According to official statistics, the level of crime is 20 percent higher than the Russian average, in particular for organised crime, as well as crime by minors and by people acting under the influence of alcohol. Organised crime has, as elsewhere in Russia, a pervasive negative effect on the business and investment climate. Criminality, linked to corruption, poses a threat to economic development and the development of a democratic system governed by the rule of law.

· Constraints on the mobility of persons. Contrary to the Soviet period when Kaliningraders travelled freely within the country, now they have to overcome numerous border barriers on their way to mainland Russia (via Lithuania and either Latvia or Belarus). The same applies for other Russian citizens who want to visit their relatives, friends and business partners in the Kaliningrad Oblast. While the Kaliningraders prior to 2003 enjoyed a de facto visa-free regime, non-residents of the Oblast had to get Lithuanian transit visa if they travel by car or bus.  

In 2003, under the EU’s pressure, both Poland and Lithuania introduced a Schengen-like visa regime. Russia feared that the introduction of the Schengen acquis by new EU member states would have an impact on the freedom of movement of people.
 Travel, for whatever purpose, to or through EU member states would require possession of a visa. Moscow worried that visa-free transit (that was available to the residents of Kaliningrad and certain categories of Russian citizens transiting Lithuania) would no longer be possible. In addition, Kaliningraders will be obliged to travel in possession of a national passport (as opposed to the internal identity documents, which were accepted by the Lithuanian authorities).

At the EU-Russia summit in November 2002, a decision to establish a Facilitated Travel Document (FTD) for trips to and from Kaliningrad was taken. For multiple entry direct transit via all forms of transport by land to and from Kaliningrad, an FTD is obtainable on the basis of an application to a Lithuanian consulate, and subject to necessary checks and controls.
 In addition, for those Russian citizens intending to make single return trips by train through the territory of Lithuania, a Facilitated Rail Travel Document (FRTD) is obtainable on the basis of personal data submitted at the time of ticket purchase. Lithuania has agreed to accept Russian internal passports as a basis for issuing both types of FTD until December 31, 2004. Thereafter, an FTD or FRTD would only be valid when accompanied by passport valid for international travel. To implement the new system the EU provided Lithuania with €12 million for the period of 2003-06.
 The European Commission also pledged to launch a feasibility study on the Russian proposal for visa free transit by high-speed non-stop train via the Lithuanian territory.
 

The FTD system could be seen as a temporary solution for the transitional period but it will not work when Lithuania completely joins the Schengen rules. Moreover, it applies only to Russia-Lithuania relations, Russia-Poland visa problems are not covered by the above agreement.

It is doubtful that quick and simple solutions to the above problems – both practical and theoretical - can be easily found by Russian and EU leaders. But they are on the agenda and the future of Europe is dependent on whether cooperative or confrontational model of decision-making will prevail among the regional players.

Given the significance of the Kaliningrad issue for the future of the Baltic Sea region an obvious question arises: why does the Kaliningrad problem remain unsolved and why is it important to solve it?

It is difficult to find a solution to the Kaliningrad problem at least for three main reasons. First, major actors – Russian and international - pursue different interests in Kaliningrad, interests that may clash each other from time to time. For example, Kaliningrad authorities want both more freedom in their external relations and, at the same time, more assistance from the federal budget. On the other hand, Moscow is very suspicious about greater Kaliningrad’s independence from the centre and encourages the local authorities to look more actively for sources of finance other than federal funds (private sector, international investors, etc.). Both EU and Russia want to stimulate trade, economic and cultural cooperation in the Baltic region but, at the same time, Brussels fears illegal migration from Kaliningrad and potential rise of the organised crime in the region. For this reason, EU tightens its visa regime and border controls although this contradicts the above intentions. 

Second, none of the actors has a comprehensive and forward-looking vision of Kaliningrad’s future. Strategic vision is often substituted by technical/technocratic approaches that are unable to offer a long-term solution to the Kaliningrad problem. 

Finally, given the scale and the magnitude of the problem, the rebuilding of the Kaliningrad Oblast and its integration to the European socio-economic space requires considerable funds that are not always available either domestically or internationally.

Nonetheless it is important to solve the Kaliningrad problem. For Russia, it is important to prove its ability to provide its westernmost region with one million-size population with normal living conditions. On the other hand, it is important for Moscow to make Kaliningrad a sort of a model in the EU-Russia relations that could be replicated to other Russian border regions. 

Kaliningrad is of a great interest for EU as well. Brussels needs Kaliningrad as a transit corridor from the newcomers (three Baltic states) to the EU ‘mainland’ and vice versa.  EU is interested in improving the living standards in Kaliningrad to make them compatible with those in the neighbouring countries and to avoid a scenario of Kaliningrad becoming the source of regional instability. Brussels is also eager to cooperate with Russia to prevent illegal migration, smuggling, drug trafficking and illicit arms transfers via the Kaliningrad territory. The disputes over Kaliningrad sovereignty also may lead to inter-state conflicts and impede international commerce. Finally, in case of Kaliningrad both Russia and EU need a ‘success story’ to demonstrate their efficiency as ‘trouble-shooters’.
Since Kaliningrad is a complex problem – internal and external, practical and theoretical, ‘grand’ and ‘low’ policy-related – it is advisable to use a multi-dimensional approach and to examine various aspects of the subject – Russia’s domestic policy context and security perceptions, Moscow’s relations with the EU and Kaliningrad’s neighbours.

3. Legal aspects

In dealing with the Kaliningrad problem it is important to understand a legal context of the region’s relations with the federal centre and foreign countries. The centre-periphery relations in the foreign policy domain were a highly debatable issue in Russian domestic politics and scholarship in the 1990s.

The Russian Constitution of 1993 is rather vague in defining the foreign-policy prerogatives of the centre and regions. According to article 71, the sphere of exclusive authority of the federal centre includes diplomacy, treaty-making, declaring war and peace, foreign economic activities, defence and security, arms production and export/import, definition and protection of state borders, territorial sea, air space, economic zones, and the continental shelf. The area of joint authority includes co-ordination of international and foreign economic relations of members of the Federation, as well as implementation of international treaties (article 72).
 However, it remained unclear exactly what the term “coordination” meant. Should the regions inform Moscow about their plans in advance or post-factum? Did they have the right to conclude international treaties or not? Could they establish diplomatic, consular, and trade missions abroad or not?

Such an ambiguity led to a number of conflicts between the centre and regions, including Kaliningrad. In 1995 Moscow even annulled the trade treaty between the Kaliningrad Oblast and Lithuania because it came into collision with the federal legislation.

Rather than taking the lead in defining and limiting what regions have the right to do, Moscow either has taken the wait-and-see attitude or simply reacted to what regions demand. Because of historical traditions and the drawbacks in the constitutional law members of the Russian Federation have got different foreign policy powers and statuses. This led to the so-called asymmetric federalism in Russia. This model had rather contradictory implications. On the one hand, it was aimed to appease local élites and prevent separatist tendencies (at least temporary). On the other hand, asymmetric federalism cannot be seen as a panacea. Rather, it is only a partial solution to numerous problems faced by the Russian political leadership and regions themselves. Moreover, the growing dissimilarities between the members of the Federation are a permanent source of inter-regional rivalry and political instability.

To improve the legal basis, Moscow passed a number of federal laws regulating international activities of the regions. The law “On international treaties of the Russian Federation” (July 15, 1995) stipulates that members of the Federation should participate in negotiating and drafting international treaties that concern regions’ interests and competencies. The members of the Federation may also recommend to the centre to conclude, suspend, or abrogate treaties. This law, however, did not clarify the status of international agreements signed by the regions.

The law “On state regulation of foreign trade” (October 13, 1995) included in the sphere of joint authority (a) co-ordination of regions’ foreign trade; (b) adoption and execution of regional and inter-regional foreign trade programmes; (c) receiving foreign loans under the regions’ guarantees; (d) regulation of free economic zones and cross-border trade; and (e) providing regions with information. The law granted the members of the Federation the rights (a) to trade with foreign partners on the region’s territory; (b) to control trade activities of Russian citizens and foreigners; (c) to adopt regional foreign trade programmes; (d) to provide traders with additional guarantees and privileges; (e) to sign trade agreements with foreign partners (only with regional or local authorities); and (f) to establish trade missions abroad (under the auspices of Russian official trade missions) at the regions’ expense.
 The law was received positively by members of the Federation because it provided the regions with both a proper legal basis and broader powers.

The presidential decree no. 370 (March 12, 1996) stipulated that the treaties between Moscow and the regions and accompanying agreements are not to violate the Russian Constitution and must respect its supremacy. They also cannot change the status of a member of the Federation and add to or change what is enumerated in articles 71 and 72 of the Constitution that assign federal and joint authority respectively. The same day President Yeltsin signed a decree no. 375 “On the coordinating role of the Ministry of Foreign Affairs in conducting a single foreign-policy course.” The decree instructed the regions to inform the Russian Foreign Ministry about their foreign-policy activities, including foreign trips and statements by regional leaders.

The federal law “On coordinating international and foreign economic relations of the members of the Russian Federation” (December 2, 1998) elaborated on article 72 of the constitution. The law limits international activities of the Russian regions to trade, scientific, ecological, humanitarian, and cultural co-operation with foreign partners. They are allowed to cooperate only with regional and local governments of foreign states. They can deal with central authorities of foreign countries only via Moscow. The law prevents regions from providing their missions abroad with diplomatic status. According to this legislation, regions’ agreements with foreign partners do not enjoy the status of international treaties.
 

In accordance with this legislation the Kaliningrad region concluded agreements on cross-border co-operation with the Polish (Gdansk, Elblag, Olshtyn and Suvalky voevodships) and Lithuanian (Kaunas, Klaipeda, Panevezhis and Mariyampol districts) subnational units. The development of the border infrastructure (including crossings Mamonovo-Gronovo and Gusev-Goldup, Kaliningrad-Elblag highway, etc.) were important priorities for such a co-operation.

However, the law of 1998, together with the law on delimitation of powers of the federal centre and the subjects of the Federation (June 24, 1999), stipulated that the regions should modify their legislation in accordance with the federal law. These laws provoked a quite painful reaction of many regions. Regional leaders complained that the federal legislation inflicted regions’ international commitments. They also believed that the term for harmonizing federal and local legislation established by the above legislation (12 months) was insufficient.

To sum up, by the year 2000, there was a sort of a fragile balance between the federal centre and regions as regards foreign policy powers. Two contradictory tendencies can be identified. On the one hand, Moscow tried to specify constitutional principles regarding foreign policy prerogatives of the centre and the subjects of the Federation and tighten its control over the regions’ external relations. On the other hand, Moscow was unable to restore the Soviet-like centralized model of federalism and should cope with numerous challenges emanating from the regions. The result of such a ‘tug-of-war’ between Moscow and regions remains to be seen. Russia still lacks a coherent legal basis for international activities of the regions.

With assuming the post of the President in the aftermath of the spring 2000 election Vladimir Putin started an administrative reform, particularly by introducing seven federal districts led by presidential envoys and reforming the upper house of the Russian parliament (the Council of the Federation). Both initiatives aimed at undermining gubernatorial powers because now governors were subordinated to the presidential envoys and lost their seats in the parliament upon completion of the gubernatorial term. It still remains unclear what powers the envoys got in the foreign policy area (to date they were focused mainly on domestic issues) but some of their prerogatives will definitely affect regions’ foreign policies. For example, President Putin entrusted them monitoring of the local legislation and coordination of activities of the federal bodies in the regions such as Foreign Ministry’s and Ministry of Commerce and Economic Development’s representative offices, military, customs, border guards, procurators, police and security services. The Kaliningrad region became a part of the so-called North-Western Federal District (NWFD) with a “capital” in St Petersburg. 

There was a difference of opinion among the Russian experts and politicians regarding the nature and implications of the Putin’s administrative reform. Some analysts believe that this reform will lead to re-centralisation of domestic and foreign policies of the Russian Federation. Thus, border regions (including Kaliningrad) will have less opportunities for cross- and trans-border co-operation with foreign partners. Any cooperative schemes (like the EU’s programmes - Northern Dimension, TACIS, INTERREG, etc.) will hardly become realistic. There was also a lot of criticism regarding the subordination of Kaliningrad to St Petersburg. The latter was and is Kaliningrad’s natural rival on the Baltics. Many Kaliningraders would prefer to keep a status quo or become the eighth federal district.
 

However, other specialists argue that Putin’s reform does not aim at undermining regions’ authority and powers. Rather, it simply aims at harmonizing federal and local legislation, making the Federation more coherent and manageable, fighting corruption, bureaucracy and organised crime. These changes do not prevent Kaliningrad from effective co-operation with foreign countries and taking part in various collaborative projects. On the contrary, Moscow repeatedly emphasised the need for co-operation with the EU on Kaliningrad and promised its help to the regional authorities. According to this school, inclusion of Kaliningrad in the NWFD is to develop Oblast’s relations with adjacent Russian regions and prevent its growing isolation from ‘big’ Russia.
 

Some specialists are inclined to see presidential representatives as not only Moscow’s eyes and ears but also as lobbyists of regional interests in the central government. According to some accounts, in January 2001 the presidential envoy to the NWFD Victor Cherkesov supported the Kaliningrad authorities in their campaign against the State Customs Committee’s decision to abolish Kaliningrad’s tax privileges. Cherkesov also protected Oblast’s interests in the federal government during the work on the new governmental strategy towards the region.

To sum up, despite the fact that the Russian legislation on foreign policy powers of the members of the Federation is far from an ideal and the national debate on the future model of federalism is still going on, it provides a legal basis for international policies of sub-national units, including the Kaliningrad Oblast. However, this legislation does not take into consideration peculiarities of each member of the Russian Federation. For this reason, a series of federal normative acts were issued by the federal centre to address Kaliningrad’s specific problems.

4. Kaliningrad as a domestic policy problem

Both Moscow and international players understand that Kaliningrad is first and foremost a Russian problem and responsibility for the Oblast lies with Russia itself, not with someone else. Given a unique geopolitical location and a set of problems to be dealt to, Kaliningrad was a ‘hot’ issue in the Russian domestic policy debate in the post-Soviet period. 

In the 1990s, regardless of a huge paperwork (Moscow issued numerous normative acts on the Kaliningrad Region) the central government lacked any sound and coherent strategy towards the Oblast.

In contrast with other members of the Russian Federation, which normally regulated its relations with the capital through bilateral treaties and agreements, the status of the Kaliningrad Oblast was defined mainly by the Russian President and government. Given the unique location and strategic significance of Kaliningrad Moscow preferred to keep its direct control over the region. For instance, in 1991-98 the federal centre adopted more than 15 normative acts on the Kaliningrad Oblast. None of the Russian regions cannot boast by such an attention from Moscow (probably with the exception of Chechnya). 

The regional economy was the most important problem both for the centre and the Oblast itself. Since in the early 1990s the liberal thinking prevailed among the local and federal élites measures were undertaken to open up the Oblast for international co-operation and to ease socio-economic situation in the region. In November 1991, President Yeltsin issued a decree granting the Kaliningrad Region the status of a free economic zone. Presidential decrees no. 548 (June 4, 1992), no. 1625 (December 23, 1992) and no. 2117 (December 7, 1993), the governmental regulations no. 513 (May 25, 1994), the agreement between the Oblast and the Russian Ministry of Finance (April 14, 1995) and the Law of the Kaliningrad region on the regional currency reserves (December 27, 1994) specified foreign trade, customs and hard currency prerogatives of the Kaliningrad region. 

This legislation provided the Oblast with a privileged status in the field of foreign economic relations. The region became a tax free zone. The export of goods produced in the FEZ as well as import of goods into the territory of the zone were not the subject for quoting and licensing. The good was considered as produced in the FEZ in case the value added on the territory of the zone constituted not less than 30 percent. 

The joint ventures got substantial exemptions from the federal and local taxation. The Russian Ministry of Finance provided the Oblast with a credit on privileged terms. The Oblast administration was allowed to use the regional export quotas to increase the local currency reserves. 

The original justification for granting Kaliningrad a FEZ and other privileges in the first place was that it was perceived as one way to compensate Kaliningrad for the expected inflationary effect of the cumulative costs of crossing three borders while in transit to the rest of Russia.
 Moreover, the FEZ was the first substantial concrete measure, which Moscow has taken which is consistent with the "pilot region" idea that Kaliningrad does have some unique attributes, which require unique policies. Under the liberal scenario that was dominant at the time, the area could become an West–East trade bridge, Russia’s Hong Kong.
 Several hundred joint ventures have been registered, mostly small service oper​a​tions.
 

Moscow favoured the opening up of the Oblast at that time and helped Kaliningrad to establish special relations with Poland and Lithuania. A Russian-Polish Council on Co-operation of Regions of North-West with the Kaliningrad Oblast and the Special Protocol to the Interim Russian-Lithuanian Agreement on Mutual Trips of Citizens entered into force in 1995. The latter was born out of the initiative of the Kaliningrad regional government. In co-operation with the local authorities Moscow worked on the improvement of the border and transport infrastructure: agreements were signed by Russia with Warsaw and Vilnius to open in the Oblast international border-crossings. In 1992-95 the Russian central government invested more than $100 million in developing the border-crossing infrastructure. An international section was opened at Kaliningrad airport, a European gauge railway from the Polish border to the city was restored and the Russian part of the Kaliningrad-Elblag motorway was reconstructed.

In 1993 the Kaliningrad Region joined the Baltic Sea States Subregional Co-operation (BSSSC) and the city of Kaliningrad and Baltiisk joined the Union of the Baltic Cities (UBC). On 7 July 1993 the first regular air lines Kaliningrad-Berlin, Hamburg, Hannover, Dusseldorf, Copenhagen, Stuttgart were opened. This was important for promotion of the private business and attraction of foreign investors.

However, there was a difference of opinion between Moscow and the Kaliningrad local authorities on the status of the region and the prospects for its economic co-operation with foreign countries. The regional government has proposed to transform the FEZ into a SEZ provided with even more autonomy and privileges. However, Russian Deputy Prime Minister Sergey Shakhrai has complained that foreign investors there have got significant tax and other concessions while investing insignificant amounts of money. As of 1 September 1994, a total of 885 enterprises with foreign invest​ments were registered in the Kaliningrad Region, 239 of them fully foreign-owned. Foreign investors accounted for less than $2 million.
 According to Shakhrai, the region was already being turned into a channel for the export of raw materials, including strategic resources, and for the creeping expan​sion of foreign influence in the eco​nomic and ethnic spheres, with the prospect of the creation of a ‘fourth independent Baltic state’.
 As a compromise Shakhrai proposed, instead of making the whole of the region a free econ​omic zone, the creation of limited zones of free trade activity near ports and main roads in the region, stressing that ‘we have again to declare clearly the priority of Russia’s military–strategic interests in the Kaliningrad Oblast.’

In October 1994 then Governor Yuri Matochkin succeeded in persuading the Russian Security Council to adopt a special document entitled ‘A Concept of the Federal Policy With Regard to the Kaliningrad Region of the Russian Federation’ that based on the draft originally proposed by the Oblast authorities. The document emphasized the need of international co-operation (including the EU programmes) for successful development of the region.
 Matochkin also proposed to create a special body within the federal government to deal specifically with Kaliningrad issues. This proposal was supported by a meeting of Russian ambassadors in the countries of the Baltic Sea region in May 1995 in Kaliningrad. As a result of these initiatives a governmental committee on Kaliningrad was created but it has never properly fulfilled its role because of the instability of the Cabinet and the lack of interest of the new Kaliningrad regional administration (headed by Leonid Gorbenko).

The governor of the Oblast was granted a right to deal directly with the Polish and Lithuanian governments on the issues of subregional co-operation, including participation in the Euroregions. A special ‘curator’ of Kaliningrad was appointed in the Russian Ministry of Foreign Affairs (MFA) and the ministry’s representative office was established in the region. The Polish and Lithuanian consulates and honorary consulates from Sweden, Denmark and Iceland were opened in Kaliningrad. Kaliningrad Oblast opened trade missions in Vilnius and Gdansk and a special regional legislation to define their status and budget was adopted. Kaliningrad City Administration also opened representations first in Bremerhaven and later in Brussels, though these have since closed.

However, under the pressure of the ‘centralists’, the federal authorities tried to tighten their control over the Kaliningrad Region. In May 1995 Yeltsin suddenly abolished the customs exemptions and this led to annulment of a large number of contracts. 

The regional leadership was able, however, to persuade the President to continue with the FEZ. On 18 May 1995, Yeltsin issued a decree on social and economic development of the Kaliningrad Region which provided the FEZ with broad powers in foreign economic policy, tax privileges and state support in protection of region’s producers, creating ferry line between Kaliningrad and Vyborg and establishing a unified maritime administration of the Port of Kaliningrad.

In 1996, however, the power struggle between the centre and the region continued. On January 22, 1996 the President of Russia signed the Federal Law “On the Special Economic Zone in the Kaliningrad Region”
 with an official purpose to provide more favourable conditions for promoting socio-economic development of the region through the expansion of trade, economic, scientific and technological co-operation with foreign countries, attraction of foreign investments, know-how and expertise. According to the Law, the following categories of goods are free of customs duties: 

1) Goods produced in the SEZ and exported to other countries. The goods will be considered produced locally, if the added value is not less than 30 percent, and for some electronics and modern technologies being only 15 percent. 

2) Goods imported from other countries to the SEZ and then re-exported to other foreign countries (with processing or without it). There are no quantity limitations on these goods. 

3) Goods produced in the SEZ and exported to ‘big’ Russia (as well as to the territory of the Customs Union (four CIS countries, including Russia). 

The Law created a more favourable investment climate and further stimulated joint venture activities and foreign trade. According to some data, regionally produced goods are 47 percent cheaper because of the customs and value added tax exemptions (5-25 percent and 22 percent, respectively).
 

The new Law had contradictory implications. On the one hand, the Oblast got back some customs and tax privileges; on the other hand, the regional authorities lost part of their foreign policy powers. The centre took control over the defence industry, mineral resources, energy production, transport and mass media. Foreigners are not allowed to purchase land, but it can be leased for periods yet to be settled.
 

In late 1997 Moscow tried to re-formulate its strategy towards the Kaliningrad Oblast. According to the governmental regulations no. 1259 (September 29, 1997), the federal programme of developing the Kaliningrad SEZ for 1998-2005 included four major strategic objectives:

· Improving of the infrastructure (transport, energy, agro-industrial and communications sectors).

· Reorientation of the Russian goods traffic from the Baltic countries’ ports to Kaliningrad.

· A structural reform of the regional economy, including the federal support to the export-oriented sectors.

· Improving living standards of the local population.

In 1998 the Russian federal government issued new regulations no. 281 (March 5, 1998) and no. 830 (July 24, 1998) that introduced import quotas with an official aim to support the local producers. This, however, collided with the world experience of free economic zones and, given the Russian financial meltdown of 1998, did not really stimulate the local manufacturers.

The region failed to attract any significant foreign investment. In 1994-98 foreign investment accounted for $66 million
 while, for example, in the Novgorod Oblast, a region with 737,000-strong population (200,000 less than in the Kaliningrad Oblast) managed to attract $600 million in 1994-99.
 In 1998, 1365 Kaliningrad joint ventures employed only two percent of the local work-force while in the Novgorod Region 200 joint-venture enterprises provided 20,000 with jobs (5.1 percent) and accounted for 62 percent of the regional industrial output, 32 per cent of the local pension fund and half the taxes paid to the region.
 According to some assessments, the SEZ led to a tax loss of $2.5 billion for the period 1996-98.

In 2000, the disappointment with inefficiency of the Kaliningrad SEZ led to the attempts to abolish the zone again. As a result of these concerns, in April 2000 the Kaliningrad Oblast Duma called on the State Duma to secure the status quo in the region.
 

In January 2001 the State Customs Committee of the Russian Federation introduced the so-called Part II of the new Russian Tax Code that in fact deprived the Kaliningrad Region from the SEZ privileges.
 In turn, this resulted in a social-economic crisis in the Oblast: the prices were up by 20-30 percent and a series of protests took place.
 Under pressure of the regional authorities the office of the Procurator General (with the obvious support of the President Putin) abolished the customs’ decision but the future of the SEZ still remains unclear.
 Currently, the State Duma discusses a general Law on Free Economic Zones that should replace existing legislation on FEZs and SEZs. It is expected that a new law will be approved in 2004.

The victory of Admiral Vladimir Yegorov on the gubernatorial election (November 2000) led to improvement of region’s relations both with Moscow and foreign countries. Yegorov was seen as an alternative to a corrupted and anti-reformist regime of Leonid Gorbenko.
 Many experts believed that Yegorov was able to fight corruption and crime, restore order and justice in the region and start real reforms. He was supported not only by Moscow but also by some members of the team of ex-governor Matochkin. The mayor of Kaliningrad Yuri Savenko also was happy about the election's result.
 Yegorov tried to demonstrate his liberal views on economic policy and the role of international co-operation. His team was positive about developing various subregional schemes of co-operation. He called the Kaliningrad Oblast “a laboratory for working out of new forms of co-operation between Russia and the European Union”.
 At the same time he was regarded as a pragmatist and defender of Russian national interests, including resistance to further NATO enlargement and prevention of negative implications of EU enlargement. His administration was rather active in formulating Kaliningrad and Russia’s position on implications of EU enlargement for the Oblast.

In early March 2001 a Russian governmental delegation led by a famous liberal-minded reformer German Gref (Minister of Economic Development and Commerce) visited Kaliningrad. The delegation included representatives of different governmental agencies such as Ministry of Finance, State Committee on Construction, State Committee on Fisheries, Ministry of Energy, State Customs Committee, Ministry of Ways and Means, Navy, Federal Border Service, Gazprom and so on.
 The aim of visit was to examine the implications of the EU enlargement for the region.

At the 22 March 2001 meeting of the Russian Cabinet a new “Concept of Federal Social-Economic Policy on the Kaliningrad Oblast” was discussed. The concept was worked out by the team of the Kaliningrad experts under the aegis of German Gref.
 The Governor Yegorov made a presentation of the Concept at the Cabinet’s meeting.
 Although the Concept looked more like a declaration rather than a real governmental policy (a more detailed programme was adopted late in 2001)
 it had a number of important provisions.

The Concept underlined that the Oblast should become the Russian region of co-operation with the EU in the 21st century, a sort of a bridge between Russia and a united Europe. The document listed measures to increase an economic potential of the region, to make it more attractive for foreign investment and to improve its transport infrastructure. To attract more foreign and Russian investment some changes to the Law on the Kaliningrad SEZ were recommended. Particularly, the procedures for the expertise of projects and issuing licenses for newly established enterprises should be simplified; a number of inspections made by the governmental bodies should be reduced; the access of potential investors to privatisation auctions should be improved; a regional commission on the elimination of administrative barriers to entrepreneurship should be created.
 However, in contrast with other Russian regions that were rather successful in terms of attracting investment (Moscow, St Petersburg, Novgorod, Kazan and Samara) the document did not offer any additional guarantees or specific tax privileges to investors. This caste doubt on the practical use of the above recommendations.

The Concept suggested some measures to develop the SEZ, including providing the zone with long-term guarantees, inventorying of local and federal regulations on the SEZ with the aim to streamline them and eliminate collisions between them, and simplifying customs formalities. The document also called for concluding a special agreement between Russia and EU to provide the zone with international guarantees, to introduce the EU standards for certain economic activities and goods in the SEZ as well as to liberalise the visa regime for the citizens of the EU countries. According to the Concept, the strategic aim of the Russian government was to transform the zone from commercial to industrial one and to make it more competitive both on the Russian and international markets.

The Concept identified the transport system as an important priority for developing both the Oblast and subregional infrastructure. The document set up before the Russian diplomacy the task to negotiate with neighbouring countries (including Lithuania and Belarus) lower transit tariffs to make the local trade more profitable. Moscow also planned to negotiate transit tariffs with EU when Lithuania joins the Union. The paper called for the modernisation of the Kaliningrad seaports and airport and the development of the European transport corridors that go via the territory of the Baltic states and the Kaliningrad Region (first of all Via Ganseatica). To ensure Kaliningrad’s energy security the document recommended to build (a) a new electric power plant by 2003 and (b) a second gas pipeline from mainland Russia to the Oblast. The Concept also favoured the development of telecommunications in the region.

The document acknowledged the acuteness of ecological problems in the Oblast and suggested an impressive environment protection programme, including building new sewage systems and water purification stations, reducing water and air pollution, introducing “clean” technologies, creation of a single environment monitoring system and join ecological projects with EU. The Concept outlined some prospects for developing of most promising sectors of the local economy such as fisheries, amber industry, tourism and agro-industrial complex.

There was a special section on the visa issues. The Concept called for concluding a special agreement between Russia and the EU on Kaliningrad in the PCA (Partnership and Co-operation Agreement)
 framework, including:

· retaining a visa-free regime for the Kaliningraders in case of their trips to Poland and Lithuania (as an exception from the Schengen rules);

· retaining a visa-free regime for Russian transit travellers; and

· a simplified visa regime for Polish and Lithuanian citizens (and for all EU member-states when Poland and Lithuania join the Union) visiting the Oblast.

However, a number of questions remained unclear. Did it mean that the Kaliningraders could travel on a visa-free basis not only to Poland and Lithuania but also to other EU countries? Otherwise, who could control them when they enter the Schengen space? Should the visa-free regime for Russian transit travellers be retained only for passengers travelling by train and plane or should it be applied to the car- and bus-travellers? Why should there be a visa-free regime for the Kaliningraders and a simplified - but visa – regime for the EU citizens? Should an agreement on visa regime be a part of a broader EU-Russia treaty or should it be regulated by a special document? It seems that the authors of this document did not fully understand the details of the problem (especially the legal ones).

Anyway, the draft of a new federal strategy on Kaliningrad could be assessed as a positive sign. Both the regional and the Russian leadership understood the gravity of the problem and started the search for adequate domestic and foreign strategies. What was especially important is that the Kremlin realised the need for a multilateral rather than unilateral solution to the Kaliningrad problem.

On 26 July 2001 the Russian Security Council had a special meeting on the Kaliningrad problem. According to mass media, three possible solutions to the region’s problems had been discussed in advance of the session:

· to introduce direct presidential rule

· to create the eighth federal district, and

· to strengthen the position of the governor.

At the meeting, none of these options were approved. Instead, to emphasize the significance of the Oblast and the centre’s sympathies with it a position of deputy presidential envoy in the North-Western Federal District has been created. According to Cherkesov, the deputy envoy was in charge of coordinating the activities of the federal bodies directly in Kaliningrad region and exercising control over these activities. It was also decided to speed up both preparing a federal programme on the development of the Kaliningrad Oblast till 2010 and negotiations with the EU.

There were numerous critical comments on the above decisions. Some experts considered that they were not bold enough.
 Others viewed the appointment of the deputy envoy as a sign of mistrust to the Governor Yegorov who was seen by Moscow as a ‘weak politician and economic manager’.

At he same time, there was also a growing feeling among the different parts of the Russian federal and regional élites that Moscow cannot postpone defining its Kaliningrad strategy any longer. In December 2001 the State Duma passed a resolution urging the federal government to accelerate adopting of a special programme on the development of the Oblast. The document also called on the Foreign Ministry to sign as soon as possible a special agreement between Russia and the EU on Kaliningrad to neutralise possible negative implications of the EU enlargement. The Duma promised to pass promptly amendments to the SEZ legislation proposed by the Kaliningrad Oblast Duma and the federal government to adapt the Law of 1996 to new realities.

In April 2002, the Council of the Federation (an upper chamber of the Russian parliament) set up a special commission on co-operation with the EU and the Kaliningrad problem. The aim of the commission was both monitoring of the situation and exercising of a parliamentary control over the activities of different executive agencies in the region.

On December 7, 2001 the Russian government has adopted a Federal Task Programme on Development of the Kaliningrad Region for the Period up to 2010. The programme has been based on the Gref’s concept and drafted by the team of experts from the Kaliningrad Regional Administration and the Institute of the Transitional Economy led by the Russian ex-premier Yegor Gaidar.

According to the document, the programme’s main objective was to “create conditions for a sustainable socio-economic development of the Kaliningrad Region which should be comparable with the development level of neighbouring countries as well as for an attractive investment climate in the region to facilitate the Russia-European Community rapprochement.”

Interestingly, among the geostrategic (?) purposes of the programme the following priorities were mentioned:

· making Kaliningrad a key transport junction in northwest Russia (14 projects)

· providing sustainable energy supply to the Oblast (19 projects)

· environment protection (9 projects)

Actually, there was nothing really geostrategic in terms of traditional interpretation. It seems that ‘soft’ rather than ‘hard’ security problematique dominated Russian thinking in this particular case.

The programme also has:

· federal-level purposes (making Kaliningrad an export-oriented economy; upgrading the Kaliningrad SEZ; development of telecommunications and tourist-recreational industry, in sum – 59 projects), and

· regional objectives (development of agriculture, fisheries and social infrastructure – 48 projects).

There were two phases of the programme’s implementation:

· 2002-05: basic reforms mainly directed at further developing of the SEZ

· 2006-10: continuation of previous projects with the aim to secure positive achievements

The cost of the programme is 93 billion roubles ($3,1 billion). The sources of funding are the federal budget (8,41 percent), Kaliningrad regional budget (3,08 percent), Kaliningrad enterprises (22,2 percent), commercial banks’ loans (7,24 percent), foreign loans (14,15 percent) and other sources (RAO-EES, Gazprom, municipalities, etc. - 44,92 percent). The document states that upon the completion of the programme the gross regional product will increase by 240 percent and 15,000 new jobs will be created.

Although the programme is a positive contribution to solving numerous Kaliningrad problems several critical comments can be made:

· The programme is of ‘technical/technocratic’ rather than conceptual nature. The document enlists projects but does not explain why they are needed and what sort of Kaliningrad Russia wants – both domestically and internationally.

· The paper calls for an export-oriented economy in the region but some specialists doubt that other European countries (both EU member states and candidate countries) are interested in this. On the contrary, they do not like any new competitor and hardly will be helpful in developing Kaliningrad’s export potential. This school suggests to use the opportunities that the SEZ offers for attracting domestic and foreign investments in order to develop industries, which are mostly oriented to the Russian domestic markets. At the same time, these experts suggest to encourage Kaliningrad’s export capabilities (where it is relevant and possible).

· As far as financial sources are concerned it is unclear whether commercial banks, foreign donors, Gazprom and others have already confirmed their financial support or it is only planned.

· It is also unclear whether the Russian federal and Kaliningrad regional governments are able to keep their commitments and finance the programme in full. . As the 2002-04 experience shows there have already been delays in federal transfers and some projects felt financial difficulties.

For these reasons, the new federal programme on Kaliningrad can be only seen as a first and rather modest step forward. A national strategy on Kaliningrad remains to be developed.

5. The Russian security debate on Kaliningrad
It became a common place to assert that in the age of globalisation domestic issues are inseparable from international politics and that the borders between them are transparent and permeable. This is also true for the Kaliningrad issue. The Russian debate on Kaliningrad easily crosses the lines between purely domestic and international problematique because the very nature of this problem is defined by both internal and external factors. For this reason, it is advisable to examine not only Russian discussions on economic, social, environmental and legal aspects of the Kaliningrad problem but also the Russian security perceptions of the issue. There are three main approaches to the Kaliningrad problem among the Russian political and academic élites:

1. Political realists and geopoliticians view Kaliningrad (and the Baltic Sea area) as a manifestation of an eternal geopolitical rivalry between Russia and the West. In contrast with the past, the West prefers economic rather than military instruments for putting pressure on Russia. According to these paradigms, the aim of the EU policies is to secure Russia’s status of the West’s “younger partner” and a source of cheap natural resources and labour force
. They believe that the Kaliningrad SEZ is detrimental to Russia’s economic security and serves only as a camouflage for smugglers and corrupted officials. According to this school, the West is not interested in revival of the local economy and plans to make Kaliningrad a mere transit point in communications between the Baltic states and the “mainland” part of the EU. This means that foreign investment will go only to developing a transport infrastructure rather than to modernization of the local industry and agriculture. 

Some realists believe that the EU is only a vehicle for German geopolitical ambitions: Berlin dreams about returning the former East Prussia into the “German empire”. As the first step of this geopolitical plan a sort of a German economic protectorate over the Kaliningrad Oblast could be established.
 These fears were widespread in the region in early 2001 when some rumours that Germany could forgive a part of Russian debts in exchange for securities of Russian companies (including the Kaliningrad-based firms) arose. There was a series of rallies in Kaliningrad where the local residents appealed to the President to confirm or to deny these rumours.
 

Other radical versions of realism and geopolitics believe that the final goal of the West is to disintegrate Russia and separate Kaliningrad from the country (the “fourth Baltic republic” concept).
 Realists think that Kaliningrad should retain its strategic importance and criticize the government for the premature dismantling of a formidable military infrastructure in the region. They recommend to tighten the governmental control over the Oblast in order to prevent the region’s potential drift to the West. They believe that in case of ‘Western encroachments’ on Kaliningrad Moscow should make the region an ‘unsinkable carrier’, including the deployment of nuclear weapons.
 They also favour military co-operation with Belarus to counter-balance the NATO’s eastward extension and even make the Baltic states an ‘exclave’ in a strategic sense.
 Geopoliticians suggest to provide Russia with the freedom of the civilian and military transit via Lithuania similar to those that Germany had in case of East Prussia after the World War I. If Vilnius disagrees they suggest to question the territorial integrity of Lithuania, which got some Polish, Belorussian and German territories as a result of the Molotov-Ribbenthrop Pact and the World War II.

Since the realists and geopoliticians are the dominant schools in Russia the current Russian leadership should take into account their authority (at least at the level of public rhetoric). During his July 2000 visit to Kaliningrad President Putin stated that Russia must increase the size of its Navy if it is to remain a major world power. "The navy is an important element in national defence and we give particular attention to the development of the military fleet," said Putin, speaking from the decks of an anti-torpedo boat in the Baltic Sea port of Baltiisk, where he was overseeing the navy's annual parade. "Russia cannot carry on without a navy if it wants to play a role in the new world order," Putin asserted. Held every year on the last Sunday in July, the festivities are  traditionally played out in St Petersburg. But the 2000 parade commemorates Kaliningrad as the place where the Russian navy distinguished itself during World War II, fleet commander Vladimir Yegorov (now the Kaliningrad Governor) said. The Russian navy festivities here were performed by 5,000 sailors aboard 40 Russian warships, and some 40 military attaches from foreign embassies in Moscow watched the parade.

However, despite the Kursk submarine tragedy that emphasised the need for the state’s care of the Navy the above stance should be taken with a grain of salt because the Russian leadership understands that the country merely has no resources for any ambitious programmes.

2. The liberal institutionalists point out that the military significance of Kaliningrad decreased in the post-Cold War period and the region is unable to play the role of the Russian military outpost. This change was proved at the doctrinal level. According to the previous Russian military doctrine (1993), the use of nuclear weapons had been limited to circumstances that constituted a “threat to the very existence of the Russian Federation as an independent sovereign state.” According to the new doctrine (2000), the use of nuclear weapons is justified “if all other means of resolving the crisis situation have been exhausted or proved ineffective.” Such a situation had been simulated in a manoeuvre carried out in the summer of 1999, which assumed a NATO attack on the Russian enclave of Kaliningrad. According to the scenario upon which the manoeuvre was based, Russian conventional strike forces were only able to hold out for three days.

The liberals hope that Kaliningrad will be further opened up for international co-operation to become a Russian Hong-Kong, a “gate-way” region that could help Russia to be gradually integrated in the European multilateral institutions.
 They believe that due to its unique geoeconomic location Kaliningrad has a chance to be a “pioneer” Russian region to be included to the regional and subregional co-operation. They think that a priority should be given to the issues that unite rather than disunite regional players – trade, cross-border co-operation, transport, environment, health care, people-to-people contacts and so on. In this respect, they view the EU Northern Dimension project as a helpful framework for such a co-operation.
 The liberals are sure that if the mutual trust was developed technical problems such as visa regime and border controls could be easily solved.

According to Igor Leshukov, ex-director of St. Petersburg's Centre for Integration Research and Programmes, the EU poses challenges to both Russia's economic and security interests. He says the Russian enclave of Kaliningrad will pose a special problem. If the EU expands to the Baltics, the Kaliningrad region will be wholly within the Union. He adds that Moscow, the Baltic States, Poland and the EU should start working out a special status for Kaliningrad because that will prove very difficult. "Integration will not be possible if Russia keeps full sovereignty over Kaliningrad. A concrete dialogue about the Kaliningrad issue between Russia and its EU partners is necessary. There's a mutual interest in this because the expansion of the European Union to Poland and the Baltic region without a resolution of the problem of Kaliningrad's status is not possible. Kaliningrad would then remain an abscess that hampers normal development."

3. The globalists go further than liberals in terms of possible participation of Kaliningrad in international co-operation. They believe that globalisation and regionalisation are the worldwide processes and Russia cannot avoid them. According to this school, Kaliningrad is a place where these two tendencies are intertwined.
 On the one hand, Kaliningrad is a subject of a dialogue between the two global players – the EU and Russia. On the other hand, there is a clear tendency to making a new international region – the Baltic Sea area – where Kaliningrad could find a mission of its own. The globalists think that Moscow should not push onto the regional agenda sovereignty-related issued and should provide the Oblast with additional powers as regards external relations. They call for the EU to implement a “two-track” approach to co-operation with Russian regions. In their view, along with some other “pioneer” regions, Kaliningrad can be put on the “fast track” in terms of a further co-operation with the EU. Particularly, they hope that such Russian regions could be a part of the European Free Trade Area or even become associate partners of the European Union (before the main part of Russia will receive the same status). They insist on the feasibility of this model by referring to some North European countries such as Finland and Denmark where some territories have special status with regard to relations with the EU (Åland Islands, Greenland and Faeroe Islands, respectively). Similar to liberals, the globalists welcome any co-operative initiatives, including the EU’s Northern Dimension.


Some radical globalist subschools believe that we are living in a world where state borders are increasingly obsolete. International borders are becoming so porous that they no longer fulfil their historical role as barriers to the movements of goods, people, and ideas.
 This can be seen very close to some West European approaches that look for social integration, transfer of sovereignty, and cross-border co-operation, whereas new states (or newly reborn states like Russia) naturally focus on borders, security, exclusion, sovereignty, and national economies.

Currently the realist-geopolitical school dominates the Russian security discourse. This leads to a discrepancy between the Russian and European discourses on borders and their role in the future international relations system. While the Russian discourse emphasizes the need to protect national interests and territorial integrity, including external borders, Europe increasingly finds itself in a post-modern world where borders are relatively unimportant (within the EU itself) and emphasis is made on cross- and transborder co-operation (in relations with the outer world).

In assessing Russian discourse on Kaliningrad some European experts maintain that Kaliningrad is located, in the sphere of representations, at a cross-section. There is a mixture of departures and broad diversity of views concerning the issues at stake. This means that there has to be an ability to cope with different political languages or logics that do not easily translate into each other. As Pertti Joenniemi of the former Copenhagen Peace Research Institute (now the Danish Institute for International Studies) puts it, Kaliningrad has to be able to deal, on the one hand, with the return of some affective, emotional and nostalgic issues and, on the other hand, cope with various issues that pertain to realism and a calculation of “national interests” as represented above all by the centre. Thirdly, Kaliningrad operates at the watershed between the integrated and the unintegrated, i.e. it has to adapt to a European logic of Governance.

A European University Institute’s study says that the EU’s external border cannot be treated simply as a physical line on the ground to be defended solely by the apparatus of repression. The attempt to make it impermeable is doomed to failure and can increase instability by disrupting economic and cultural ties between neighbours. The conclusion is that border management – a broader, more encompassing concept than narrowly defined control at the physical border – implies deepening co-operation with the candidate countries and the new Eastern neighbours in a wide range of areas: policing and judicial affairs, economy, trade, cross-border co-operation, education, training and culture.

The post-modern discourse does not necessarily involve the disappearance of territorial boundaries. As some scholars suggest, it may actually lead to their proliferation and to relativisation of all borders. In this case the term “border” includes both the legal borderline between states and the frontier of political and cultural contest, which stretches away from the borderline. On the other hand, the “frontier” transcends the borderline, and its width and depth within each state can best be determined through the understanding of border people’s behaviour and beliefs. Moreover, many of today’s borders transform, form zones, and evolve into border regions (and the Kaliningrad Oblast is among them).

Despite the dominance of the realist-geopolitical school in Russia there are some signs that alternative paradigms have also some say in policy-making.
 For example, Moscow indicated its stable interest in the Northern Dimension initiative and presented its suggestions to be included to both Action Plans (2000-03 and 2004-06). Moreover, Russia’s medium term strategy for the development of its relations with the EU (2000-2010) underlines the possibilities regarding Kaliningrad as a pilot region for the EU/Russia relationship and a test case for this relationship in connection to the EU enlargement.
 It mentions the option of a special arrangement for Kaliningrad in view of enlargement, and it is hinted that co-operation could in the future cover, if Kaliningrad turns out to be a successful test case, Northwest Russia at large. The above-mentioned federal task programme on Kaliningrad (2001) is based on the same approach.

New political thinking took place not only in Moscow but also in Kaliningrad.  For instance, the Amber Land coalition in the Kaliningrad Regional Duma suggested that Kaliningrad should be an eighth federal district rather than be included in the North-west district which is run by St. Petersburg. In 1998, the Kaliningrad tourist industry succeeded in eliminating of the 1992 special border crossing fee and establishing of red and green customs lanes. In general, however, prior 2002 Russia’s response has been reactive, not proactive.

In the past, Kaliningraders sometimes complained that Moscow did not fully understand their situation. This situation, however, has radically changed. Moscow has become more involved for the following reasons. First, Moscow was concerned by the forthcoming abrogation of bilateral agreements in the context of EU enlargement. Second, the Kaliningrad Regional Administration and Duma's initiatives, according to local officials, have also had an impact on Moscow's policies.
 Third, EU and other regional actors have underlined Kaliningrad’s unique situation and thus called for a special treatment of this Russian region. As mentioned, it was a regional team of experts who took part in drafting the federal concept and programme of 2001.

6. Europe and Kaliningrad: a collaborative experience 

A multilateral solution suggests the use of multilateral organisations. In institutional terms there are several venues for co-operation between the European multilateral organisations and Kaliningrad – EU, Council of Europe, NATO, Council of the Baltic Sea States (CBSS), Nordic Council, Nordic Council of Ministers, European and Nordic financial institutions and so on. No doubt, EU is the most important institution among them.

The EU believes that issues related to Kaliningrad should be discussed within the framework of the EU/Russia PCA, the main forum for administering of EU-Russia relations. However, Moscow objects to breaking down of the negotiations within the fifteen PCA committees because it is difficult to have a comprehensive view of the problem. On the other hand, the EU is unhappy with the idea to create a single committee on Kaliningrad within the PCA because it could provide Russia with a better negotiating position and lead to a special agreement on Kaliningrad that could be more profitable for Russia than for the EU. However, in February 2001 Finnish Foreign Minister Mr. Erkki Tuomioja hinted that such a joint body could be formed, but he linked it specifically to the interest of bringing into the negotiation the area's regional authorities. The result of these debates remains to be seen. As NATO Parliamentary Assembly study suggests, a potential conflict between the local and federal authorities cannot be excluded.

As far as a specific EU’s collaborative programmes are concerned TACIS (EU’s programme on technical assistance to the CIS countries) is one of the most helpful instruments for intensifying cross-border contacts. According to some reports, it was rather difficult for the Kaliningrad government to get funding from this programme at the initial stage. The support of Dr. E. Muller-Hermann (adviser to the then Kaliningrad governor Yuri Matochkin) and EU officials in Brussels Ottokar Hahn and Sigrid Selz was crucial in this sense.
 

There is an annual TACIS cross-border co-operation programme which begun in 1996 with an ECU 30 million budget for projects along the borders of Russia and its neighbours, including Finland. In the period 1992-96, TACIS has contributed over 35 million ECU to different projects in north-western Russia. In the 1990s, TACIS executed 18 different projects ranged from municipal infrastructure to educational programmes in Kaliningrad.
 According to the EU data, TACIS spent €40 million for various projects in the Oblast.

In 1998, the EU Commission’s document "A Northern Dimension for the Policies of the Union" recommended "further programmes of technical assistance and investment within TACIS and PHARE [Poland & Hungary, Aid for the Reconstruction of Economies]…for projects spanning the Russia-Baltic and Russia-Poland borders." Also, there was the suggestion that programmes of technical assistance devoted to promoting customs co-operation, future administration training and co-operation in the fight against organised crime should be considered through cross-border co-operation programmes, for border areas, i.e. for the Kaliningrad region of the Russian Federation. 

The following priority areas have received TACIS’ support:

· Regional economic development, with support in excess of €10 million given to the development of the FEZ/SEZ; strengthening of the Regional Development Agency and preparation of a regional economic development strategy; trade and investment promotion and transport 

· Enterprise restructuring, with support of roughly €3 million for the creation of an Enterprise Support Centre and the strengthening of the local SME (small and medium enterprises) Development Agency. Special attention was given to the fish industry. 

· Human resource development in the private sector, with the establishment of a Business Management department at the Economics Faculty of the Kaliningrad State University (€1.3 million) 

· Promotion of innovative SMEs, with assistance of €1 million for technological parks or "technoparks" aimed at strengthening their capacity to provide training, marketing services and general business advice. 

· €3million has been devoted to the energy sector to regional and local heat and power utilities to help them adjust to modern market conditions by improving efficiency in energy distribution, restructuring and adapting tariffs; and, for a number of energy saving initiatives.

· In addition, Kaliningrad has benefited from programmes provided more generally in Russia. Officials and companies based in Kaliningrad can participate in TACIS funded training programmes for the banking, insurance and fiscal sectors. Local managers participate in training programmes in EU companies. With a view to developing Kaliningrad’s export potential and markets in neighbouring countries, the EU is also providing assistance to both regional and federal authorities in areas such as harmonization of standards and conformity assessment procedures

· Considering the geographic location of Kaliningrad cross border co-operation and trade/transit facilitation is of particular importance. A number of programmes are being implemented which aim at facilitating trade and movement of goods and persons through the development of infrastructure, modernization of border procedures, and training of enforcement agencies’ staff to detect unlawful activities and increase their capacity to collect tax revenue.

At present, there are 23 crossing points between Kaliningrad, Poland and Lithuania. In order to ensure the efficient flow of goods across the EU’s future external border, investment is needed in physical infrastructure and in processing, including through upgraded information systems. Under the TACIS Cross Border Co-operation Programmes, two border crossings in Kaliningrad received priority funding: Chernyshevskoe/Kybartai-Nesterov (road/rail) and Bagrationovsk/Bezledy (road), on the borders, respectively, with Lithuania and Poland. These crossings, identified after a detailed feasibility study, are the major ones located on the Pan European Transport Network. Works on the Bagrationovsk/Bezledy project (€3 million) started in the spring of 2002.

Port development is another area of focus in the area of cross border co-operation and trade facilitation. The EU Kaliningrad Port Development project (€1million) aims to stimulate trade and transit via the region, by strengthening the competitiveness of its port facilities and their management. Ultimately, the port modernization will contribute to a sustainable economic development of the area and its integration into the Baltic region.

· As elsewhere in Russia there is a need for action to combat illegal activities and organised crime. The Task Force on Organised Crime in the Baltic Sea Region is making a valuable contribution to tackling these problems. On the local level co-operation is needed to deal with problems such as car theft. Co-operation could also be directed at improving the independence of the local judiciary, in particular via training and twinning programmes. TACIS has provided €1 million in funding to assist in fighting organised crime.

· The EU also pays attention to the social problems in the region. TACIS has a €2 million Northwest health replication project for the Kaliningrad, Murmansk and Archangel regions. The project aims at reducing health and social disparities across the border by supporting the reform of the local health system.

· Environment protection is an important priority for multilateral co-operation in the subregion. Current activities include a water environmental monitoring and management project (€2 million) dealing with water quality on the borders with Lithuania and Poland and a waste management project in Kaliningrad’s coastal zone (€3 million) designed to alleviate the impact of waste generation on both public health and the environment. There is an EBRD/NEFCO/NIB loan for a sewerage treatment plant in Kaliningrad City. The EU’s LIFE programme has initiated two projects in Kaliningrad, in the areas of urban traffic and ecotourism. The EU also financed the establishment of an Environmental Centre for Administration and Technology (ECAT) in Kaliningrad, which was transferred to the local authorities in 1997.

Kaliningrad was specifically identified as a priority in the 2002-3 TACIS Indicative Programme for Russia and in the Cross-Border Co-operation Programme. A specific focus under the Russia TACIS National Programme (2002-3) was on improving the capacity of municipal authorities to deliver essential public services such as water, heating, housing and also waste and wastewater treatment. In addition to the transfer of know how to municipalities (including utility management, tariff policy, etc.), small-scale investment in utilities was supported with priority given to water management and energy saving. Advice and training for municipal authorities and utility managers was also provided with a view to enabling them to prepare for and make full use of the investment provided by international financial institutions (IFIs).

The 2004-06 National Indicative Program for Russia (March 2003) contains a special programme for Kaliningrad (worth of €25 million) with the following priorities: 

· to develop the administrative capacity of the region, with particular emphasis on improvement of overall conditions for business development;

· to improve the quality of primary and preventive health care services;

· to promote the intellectual potential of the region;

· to induce a positive co-operation culture across the borders.

Interestingly, as the European Commission maintains, such a special programme has been adopted to support the Russian Federal Task Programme for Kaliningrad (December 2001).

The Euroregion concept is another opportunity for subregional co-operation. As mentioned, Kaliningrad belongs to the Baltic Euroregion, which began in 1998. It was established as an international lobbying group of local governments from Poland, Sweden, Denmark, Lithuania, Latvia and Russia. The President of the Baltic Euroregions said the most important task for co-operation between communes from various countries was subregional economic planning and construction of transport routes.
 Since 1999 a new Euroregion named Saule is under consideration, involving the Kaliningrad towns of Slavsk, Sovetsk and Neman along with participants from Lithuania, Latvia and Sweden. Kaliningrad also can participate in the Neman Euroregion, which is designed to link Kaliningrad, Lithuania and Belarus. However, Moscow believes that the current charter of the Neman Euroregion does not reflect Russian national interests and blocks the signing of the documents.

As far as the CBSS is concerned the Council focuses on three priority areas:

· Education and training: The CBSS sponsors the so-called Eurofaculty in the Kaliningrad State University. This project is aimed at modernising the curricula and teaching methods in such disciplines as law and economics to meet modern international standards and the development requirements of the Oblast itself.
 Eurofaculty-Kaliningrad has already produced a notable positive effect on the ground and the Russian side is interested in its successful continuation until the end and beyond the initial three-year timeframe. In April 2002 the Eurofaculty held a big conference to monitor the progress of the project and invite potential partners from neighbouring countries and other regions of Russia.
· Combating organised crime and training the local staff of the law enforcement agencies.

· Controlling the spread of mass communicable diseases.

Given the number of organisations that are involved in cooperative schemes on Kaliningrad there is a need to avoid duplication and coordinate their activities. Both Russian and European experts believe that the Northern Dimension project could be a proper institutional framework for these purposes.

7. Kaliningrad and the EU’s Northern Dimension 

Both Moscow and Brussels refer to the Northern Dimension of the EU’s Common Foreign and Security Policy (CFSP) as a proper conceptual and institutional framework for addressing Kaliningrad problems. The Northern Dimension was a Finnish initiative, launched originally at the international conference on the future of the Barents/Euro-Arctic region in Rovaniemi (September 1997). At the Luxembourg session of the European Council (December 1997) the European Commission was charged with preparing an interim report on the Northern Dimension. The Commission completed the report by November 1998 and presented it at the December 1998 European Council’s meeting in Vienna. The Council noted that the North European region has needs that the EU will have to address. It was noted that the Northern region is of special importance to the Union. The region was depicted as being rich in natural resources and human potential. Moreover, the report invited for a co-operation with Russia. The Council called for a coherent approach and effective policies towards the region in all EU issues.


The June 1999 Cologne EU summit not only adopted a common strategy on Russia but also decided to begin the work on a Northern Dimension Action Plan.

A Foreign Ministers Conference on the Northern Dimension was convened in Helsinki 11-12 November 1999. It was organised by the Finnish Presidency in partnership with the European Commission. The conference created a common political platform between the EU member states and seven invited partner countries, Estonia, Iceland, Latvia, Lithuania, Poland and the Russian Federation with the aim of discussing the concept and to develop concrete ideas to advance it. The proceedings of the conference were summarized in the conclusions of the chair, noting among other things that “the commitment of the Russian Federation to the development of the Northern Dimension in the long run is very valuable.”


The Helsinki European Council, 10-11 December 1999, then invited again - based on a suggestion put forward by the Foreign Ministers Conference - the Commission to prepare, in co-operation with the Council and in consultation with the partner countries, an Action Plan for the Northern Dimension. Such a plan was to deal with the external and cross-border policies of the EU designed to derive maximum added value from Community and Member States programmes through better coordination and complementarity, thereby achieving a more coherent approach to addressing the specific problems and needs of the North and to developing its potential. The Plan was then prepared and accepted at the EU summit in Feira in June 2000.

The Russian government responded to Northern Dimension. At the EU/Russia summit in Helsinki in October 1999 Vladimir Putin (at that time Prime Minister) presented a 'Medium Term Strategy for development of Relations Between the Russian Federation and the EU'. The chapter 8 of the document seeks the definition of an ‘optimal economic, energy and transport specialization for the region’, and the creation of all necessary conditions for its functioning and development as an integral part of the Russian Federation.
 The Russian government believes that the Kaliningrad Oblast could become ‘a pilot region of the Russian Federation in terms of Russia-EU co-operation in the 21st century’.

In August 1999 Moscow delivered a list of 15 Russian concerns regarding the EU enlargement. According to the document, the freedom of travel and transit between Kaliningrad and ‘mainland’ Russia is among the most important priorities of Russian policies.
 Moscow also stressed that Kaliningrad should receive additional EU aid in order to avoid the emergence of a "socio-economic gap" between the enclave and its neighbours.
 

The Russian official documents note ongoing co-operation in the Council of the Baltic Sea States and Barents Euro-Arctic Council and a history of neutrality and collective security traditions in the area. In the Russian view, these form a basis for further co-operation within the OSCE (Organization for Security and Co-operation in Europe). Russia notes potential for co-operation in the economy, social and environmental sectors. "…Russia sees in the Northern Dimension not a set of isolated resource export-oriented projects but, first and foremost, an additional instrument for all-round development of her North-West, including Kaliningrad region as a part of the Russian Federation's territory and of its internal market… Byelorussia should also become a participant, especially in the light of her traditional economic ties with North European countries, its important geographical position from the point of view of infrastructure and the existence of its economic and customs union with Russia."
 

The Russian response to Northern Dimension requests even more co-operation than the EU has extended in the past. The following Russian recommendations are particularly noteworthy from the Kaliningrad perspective:

"Taking into consideration the forthcoming enlargement of the European Union and as a means of support of the Northern Dimension on the part of the EU the following would be expedient for its successful implementation: 

- early extension to the borders of Russia with the Baltic States and Poland, even before the entry of these countries into the EU, of the same conditions for transborder economic co-operation that are envisaged for the border of Russia with the EU along its Finnish section, including the use of the "Euroregions" experience;

- extension to the whole territory of the Northern Dimension, including its Russian part, of the programme of technical assistance of the EU (PHARE), including its investment component; a possibility of partial financing of co-operation projects from the EU Structural Funds; the access for Russian enterprises with the status of general contractors to governmental purchases by other countries participating in the Dimension and on a subcontractor basis- to the implementation within their territory of projects financed from EIB, PHARE, INTERREG and EU Structural Funds….

- Countries participating in the Northern Dimension should implement measures on developing their common borders; for the same purposes it would be expedient to introduce more favourable (compared with the Schengen agreement) visa regulations for Russia."

Russia succeeded in putting the Kaliningrad problem onto the Northern Dimension agenda. The Northern Dimension Action Plan acknowledges the importance of the Kaliningrad issue for further EU-Russia relations and identifies Kaliningrad as a trans-border challenge among other subregional risks such as environment (especially water and air pollution), nuclear safety, energy security, the need to develop human and scientific resources, public health and living standards, barriers to cross-border trade and investment, and organised crime.

Is seems that Moscow tries to understand the way of the EU security thinking and to adapt its Kaliningrad policy to it. Russia acknowledges the legitimacy of European concerns about soft security risks emanating from the CIS countries. However, Moscow tries to explain to Brussels that this sort of challenges could be better met by intensive subregional co-operation (including trade, investment, developing infrastructure, improving environment and health care system) rather than by erecting new barriers such as Schengen requirements.

Moscow is willing to maintain a dialogue with Brussels on the Kaliningrad issue. Contrary to the previous practice Russia is ready to seek an international rather than domestic solution. Surprisingly, the Russian Prime Minister entered into an agreement with his Lithuanian counterpart in June 1999, in order to prepare proposals on the engagement of Kaliningrad region in the activities and programmes under the Northern Dimension. On 10 February 2000, Russia and Lithuania have jointly presented to the European Commission a list of joint projects to be included into the Northern Dimension Action Plan (the so-called Nida initiative):

( Transport: 

(1) Modernization of a IX D transport corridor (Kaliningrad-Kaunas-Kaisiadorys) that aims at connecting the Baltic states to the European transport system. 

(2) Construction of a gas-pipeline to Kaliningrad via Lithuania. The EBRD indicated its interest in financing this project.
 Other EU priorities include: the elimination of bottlenecks at border crossings, the improvement of safety record in all transport modes and the harmonization of transport legislation and regulations on the basis of international agreements. Under the TACIS programme a special project to modernize the Kaliningrad port is being executed.

( Environment protection: 

(1) Management of Neman River Basin. 

(2) Deepening of the river Skirvyte – the branching of the river Neman delta-bed. 

(3) restoration of the constantly decreasing eel population in the Curonian Lagoon. According to the Action Plan, the EU will support investment projects in major “hot spots” to reduce pollution of the Baltic Sea, particularly in Kaliningrad..

( Education: 

(1) Training of public administration officials. Further implementation of public administration projects, including those with possible EU support, would be significant contribution to the training of local government officials and development of direct relations between local authorities. For instance, the Municipal Training Centre at Kaunas University of Technology (Lithuania) in co-operation with the Democracy Support Fund of the USA is successfully executing the programme on training of the municipal administration officials of the Kaliningrad region. Brussels believes that it is expedient to establish a permanent educational unit for public administration officials with the assistance of the EU. 

 (2) Establishing of Eurofaculty in the Kaliningrad State. 

(3) Student exchange programmes.

( Health care: 

Fighting AIDS proliferation (establishing a special centre with branches in Klaipeda and Kaliningrad for treating the AIDS infected people, prevention of this disease and co-ordination of work with other institutions in this sphere). According to some data, as many as 70 per cent of drug users in the Kaliningrad Region are infected with the AIDS virus.

( Trade and investments: 

Establishment of business information centre.

( Fighting crime and strengthening of border controls: 

(1) Construction of a new Panemune-Sovetsk border crossing post. 

(2) Construction of Sudargas-Pogranichny border crossing. 

(3) Establishment of border crossing posts in Nida and Rybachy on the coast of Curonian Lagoon.

(4) Teaching programme for customs and border control officers.

( Cross-border cooperation: 

Establishment of information centre for co-operation with the Kaliningrad region in Klaipeda.

At one stage of the preparations for the EU Feira summit (2000) there was an annex to the draft Action Plan, in which the above projects were listed. The annex was, however, eventually removed because, as Ari Heikkinen of the Finnish Foreign Ministry explains, without proper project preparations in the EU, it was not possible to signal any EU financial commitment through TACIS, PHARE or any other programme.
 Russian diplomats and the local authorities in Kaliningrad expressed their ‘deep disappointment’ in this regard.

Nonetheless the dialogue on the Kaliningrad issues continued. The representative Russian delegation attended a conference in Copenhagen on the “Northern Dimension and Kaliningrad: European and Regional Integration” organised by Denmark in May 2000. This venue provided for a comprehensive, yet informal, discussions on Kaliningrad in the context of the EU enlargement. A number of concrete proposals were debated. For example, the Kaliningrad delegation made a number of recommendations, including the maintenance of a regular dialogue with the European Commission on the Kaliningrad issues; setting up a subcommittee on Kaliningrad in the Committee on EU-Russia Co-operation; establishment of a special information bureau of the European Commission in Kaliningrad and a EU Commissioners’ facts-finding mission to Kaliningrad.
 An Ad Hoc Contact Group was established to study the matter further. Remarkably, Sweden has pledged to organize another ministerial conference on the Northern Dimension during its presidency during the first part of 2001 (it was held in April 2001). A study should be prepared by the Kommerskollegium in Stockholm and Swedish International Development Agency (SIDA) to be presented in spring 2001.

In January 2001 (with the beginning of the Swedish presidency in the EU) the EU Commission published a discussion paper on Kaliningrad with the aim to encourage the search of possible solutions to the most pressing problems in the EU-Russia relations.
 Regarding the movements of goods it was suggested that the EU and Russia examine the trade impact of enlargement on Kaliningrad, in the trade and industry subcommittee of the PCA. If particular problems are identified the subcommittee can be asked to recommend ways of dealing with them. This assessment should be carried out in the first half of 2001 but no progress was reported so far.

It was also suggested that the EU, Russia, Poland and Lithuania should agree on the priority border crossing to be upgraded, starting with the main road and rail crossings. This work was carried out during 2001 and, as mentioned above, two priority border crossings were identified.

The EU decided to review existing Russian-Lithuanian arrangements for the transit of military goods and determine whether their continuation after accession would be compatible with the acquis. The Commission planned to carry out this review in the first quarter of 2001 and, if necessary, to take up the issue in the context of the accession negotiations. The document also noted that if adaptation of the existing arrangements was necessary the EU should identify ways of ensuring compatibility and propose them to Lithuania and Russia for agreement between them.
 However, Moscow insisted that the issue of military transit was a subject to the Russian-Lithuanian bilateral relations and did not want EU’s interference in this realm.

The EU Communication envisaged that long-term multiple-entry visas could be issued for transit between Kaliningrad and the Russian mainland for Kaliningrad residents travelling by specific routes. Transit visas could be granted free of charge or at low cost, and would ideally be issued at the border.
 EU technical and financial assistance could be provided to raise standard of local residence permits to a level where they may be considered adequate proof of identity to allow transit between Kaliningrad and Russia (with tightly-policed issuance of documents to Kaliningrad residents). Russia could in addition, introduce sufficiently fake-proof travel documents across the board. Both new and current EU member-states could consider opening consulates (or sharing facilities to reduce costs) in Kaliningrad, to facilitate visa issuance and manage migration flows efficiently. It was also suggested that Kaliningrad be discussed at the EU-Russia Summit on 17 May 2001.

During his three-day visit to Moscow in mid-January 2001 Chris Patten provided the Russian government with the list of proposals on the Kaliningrad issue and promised €15 million for the development of the region.

During its EU presidency Sweden estimated that Kaliningrad needed up to $3 billion in investment over the next four years for a preliminary clean up of its environment, spoiled by industrial pollution and untreated sewage from cities. "It is heavily polluted, it has diseases like HIV and tuberculosis, and there is nuclear waste. Almost every problem you can find you have there," Swedish Prime Minister Goran Persson said in an interview.

In mid-March 2001 Chris Patten and the Swedish Foreign Minister Anna Lindh visited Kaliningrad. The Swedish government promised financial assistance for environment protection, health care and cultural co-operation with the region. Mr. Patten admitted that an EU representative office and the Swedish Consulate General could be opened in Kaliningrad.
 A week later the Swedish Ambassador to Moscow Sven Hirdman confirmed the plan to establish a consulate in the Oblast.
 Latvia also pledged to open a consulate with the staff of three in 2001. Interestingly, the decision was taken under the pressure of the Latvian business organisations and trade unions.

At the EU-Russia summit in Stockholm (23 March 2001) President Putin made a statement that “in parallel with consultations on the implications of EU enlargement for Russia in general we are starting a separate dialogue on problems related to the Kaliningrad Oblast”.
 He told that the aim of the EU-Russia dialogue was to conclude a treaty on Kaliningrad to regulate movement of people and goods, cross-border co-operation, energy supply, and environment protection.

At the April 2001 conference of foreign ministers on the Northern Dimension in Luxembourg and the EU-Russia Co-operation Council the Kaliningrad problems were discussed again.
 In his speech Christopher Patten stressed that the EU has paid particular attention to Kaliningrad and spent €33 million in the Kaliningrad region on projects ranging from SME and human resources development, to healthcare, energy and tourism. A further €11 million should be spent in Kaliningrad on border crossings with Lithuania and Poland.
 

The ministers noted that due to its geographic location, Kaliningrad deserved special attention. According to the participants, the Commission's Communication on Kaliningrad constituted an important and welcome basis for formulating EU policies towards this area. The working bodies of the PCA were proper institutions for the EU-Russia co-operation on issues related to Kaliningrad. They also stated that co-operation on Kaliningrad was well suited for the Northern Dimension as it directly involves several partner countries (an example was the Nida initiative regarding Russian-Lithuanian cross border co-operation).

At the 17 May 2001 EU-Russia summit in Moscow the parties issued a joint communiqué that favoured further development of co-operative programmes in the framework of the Northern Dimension, including the ‘electronic Northern Dimension’ and the ‘Arctic window’. The EU leaders pledged to help Kaliningrad along the lines of the European Commission‘s discussion paper (January 2001).
 The participants stated that ”We have committed ourselves to fostering the development of the Kaliningrad region. As referred to in the Commission communication on Kaliningrad, issues such as movement of people, transit of goods, energy and fisheries will need to be addressed within the PCA framework, with a view to working out practical arrangements subsequently, with due respect to the Community acquis. The involvement of future Member States in the process of finding practical solutions for Kaliningrad is important and should be encouraged.”

In June 2001 the European Commission established an information centre in Kaliningrad.

At its Luxembourg (11-12 June 2001) meeting the Council of the EU reaffirmed its view that the PCA, particularly the relevant sub-committees, continued to be the most appropriate fora for further discussions with Russia on Kaliningrad. It welcomed the dialogue with the associated countries on issues related to Kaliningrad and encouraged this to continue within the framework of the Europe Agreements. It recognised that issues such as the movement of people could only be addressed in the context of the enlargement process and bilateral relations between the candidate states and Russia. The Council also encouraged the discussion of the Kaliningrad problem in the framework of the Northern Dimension. It admitted that ad hoc meetings at expert level to address technical issues could be held. The Council also welcomed the opening of a TACIS office in Kaliningrad in December 2000 and preparation of a TACIS study on the energy needs of the region that has been launched in 2001 and completed in 2002. The Council asked the appropriate Council bodies to continue to examine the implications of enlargement for Kaliningrad and to report back to the Council on a regular basis. In this context, the Council noted that the issue of movement of people should be addressed with a view to identify practical measures to facilitate small border traffic and transit for Kaliningrad and the possibility to take advantage of any special arrangements permitted by the acquis. Finally, the Council invited the Commission to present a comprehensive report to the Council by September 2002 on the basis of the Communication on the EU and Kaliningrad and on progress made in the EU's co-operation with Russia and neighbouring countries on Kaliningrad.
 The Göteborg meeting of the European Council (June 15-16, 2001) has formally approved these proposals.

At the October 2001 Russia-EU summit the Kaliningrad issue has been discussed in the context of the PCA co-operation. The need of reaching an agreement on consular and visa questions between Russia, the EU and EU Member States was emphasised. The parties agreed to take special measures against illegal immigration and seek to conclude a readmission agreement. In particular, they decided to study the special position of Kaliningrad, especially in the context of future accessions to the Schengen Agreement.

The year of 2001 was remarkable by the increasing activities of other than the EU regional players.

In October 2001 the NATO Parliamentary Assembly (PA) issued a report on the prospects of democratic reforms in the Kaliningrad Region.
 The report was quite favourable to Kaliningrad and - in some respects – went even further then the EU’s approach. For example, the report has reflected Russia’s displeasure with Brussels’ unwillingness to create a special PCA committee on Kaliningrad. 

The report had a more liberal than the European Commission position with regard to a visa regime for the Kaliningraders and Russian citizens travelling to and from the Oblast. The rapporteur has solidarised with the experts who stressed the necessity for the European Union to soften its stance in relation to Kaliningrad. According to the report, the "all or nothing" approach adopted by the EU in respect of its enlargement policy did not make things easier. At most Brussels declared itself ready to consider the suitability of Community rules on small border traffic and transit for the specific situation of the Oblast. As the Russian authorities emphasised, the solutions the EU proposed and which it was prepared to support (namely improving the efficiency of border crossings through the upgrading of facilities and procedures and reducing the cost of visas to be granted by EU Member States, which might also open new consulates in the province) were mainly of a technical nature. They were far from satisfactory to Moscow, which would have liked a more "political" approach to the problem. In particular, the Russian authorities hoped that residents of the enclave could obtain free one-year term visas for crossing Lithuania, Poland and Latvia, and that non-Kaliningrad Russian citizens could travel visa-free between the province and the motherland, provided that they used pre-determined routes. The report supported a recommendation made by international experts who proposed that the new Member States of the Union make border crossings simpler: 1) by issuing visas at the frontier itself;
 and 2) issuing residents of Kaliningrad with multiple single-day entry visas, which would make it possible to maintain cross-frontier trade and family and neighbourhood contacts, as well as the local labour market.
 The rapporteur suggested that the EU should recommend to Poland that it postpone the introduction of visas until its admission to the Union.
Surprisingly, the report also supported the Russian suggestion to include Kaliningrad into the PHARE programme. The document stressed that the most appropriate form of economic aid is that provided by PHARE and other pre-accession programmes, aimed at improving the capacity of the recipient country to operation in the Single Market. Kaliningrad was not ready for the introduction by Poland and Lithuania of European products and standards, and EU aid to it as part of the TACIS programme was not primarily intended to improve such capacity. In its document the European Commission rejected the idea of a free-trade arrangement with Kaliningrad, giving as its reason, the political difficulties that such an agreement with a non-sovereign entity would involve. Failing this, the rapporteur suggested, the Commission might perhaps contemplate extending the PHARE programme and including the Oblast in it, as the local authorities suggested, or setting up a special programme that would seek to solve the problems that enlargement of the Union raised for the enclave. According to the paper, if the Union nevertheless decides not to go beyond the TACIS programme and regional policies, it still remains to be seen to what extent Kaliningrad's problems can be addressed through the latter, since regionalisation might mean loss of control from the centre.

In March 2002 fourteen members of the Committee on the Civil Dimension of Security of the NATO Parliamentary Assembly visited Kaliningrad and met local officials, politicians and mass media. Their report supported the previous NATO PA document and called for an in-depth discussions on Kaliningrad within the framework of the PA’s Committee and/or Sub-Committee.

Another regional key player, the CBSS, has also intensified its activities in Kaliningrad. At the March 2002 CBSS meeting in Svetlogorsk (Kaliningrad Region) various aspects of the Kaliningrad problem have been discussed. In addressing the most painful problem – visa regime and transit – the then Russian Prime Minister Mikhail Kassianov proposed to keep a visa-free regime for the residents of the Kaliningrad Region.
 However, the High Commissioner Chris Patten underlined: “We cannot override our basic rules here, including the Schengen acquis, nor undermine the enlargement negotiations themselves. Efforts will be necessary on all sides: for example, I hope that Russia will soon be able to take steps to issue the Kaliningraders with valid international passports.” At the same time, he called on the Russian counterparts to be more responsive to the EU initiatives: ”Let us move on from sterile argument about things like the format of meetings and start real co-operation on substance.”
 

The CBSS expressed its support for regional measures to promote the development of the Oblast, such as the Eurofaculty project and tripartite training initiatives of Lithuania, Poland and Russia, and welcomed the initiative to set up an ad-hoc group for business development in the Oblast.
 The Danish Foreign Minister Per Stig Møller suggested that in Kaliningrad ”the aim should not only be to create favourable conditions for a few big foreign investments. It is even more fundamental to improve the conditions for small local companies. A sound local economy is also necessary for foreign investors. In this context the idea to establish a Support Group for Business Development in Kaliningrad is interesting and should be further explored and developed.”

The Council also emphasised that Kaliningrad should become an example of fruitful EU-Russia interaction, in solving relevant practical problems and seizing the opportunities offered by EU enlargement. The CBSS pledged to utilise its advantage of encompassing both members and non-members of the EU to prevent divisions and achieve cohesion.

Along with multilateral and transnational actors bilateral contacts were important as well. For example, in 2001-2002 Russia pushed the Kaliningrad issue onto the bilateral Russian-Polish and Russian-Lithuanian agendas. During the March 2001 visit of the Lithuanian President Valdas Adamkus to Russia Vilnius and Moscow pledged to carry out the Nida initiative and to resolve problems related to the military and civilian transit and the visa regime.
 However, the two presidents were unable to persuade the Russian legislature to ratify the Russian-Lithuanian Border Treaty. Lithuania ratified this treaty in 2000. However, the Russian State Duma decided to postpone the ratification until the interests of the Kaliningrad Oblast are protected. On the other hand, Vilnius tried to argue that it was impossible to satisfy all Russian demands in a short run (especially military transit and visa regime) because Lithuania should coordinate its policies with the EU.
 

Nonetheless there was an obvious progress in Russian-Lithuanian bilateral relations. President Putin ordered the Russian Ministry of Justice to negotiate and sign with Lithuania a treaty on extradition of criminals.
 The heads of the Kaliningrad and Russian border guard services met the chief of the Lithuanian border police in Moscow to discuss the problem of illegal migration. They shared the idea that the ratification of the Russian-Lithuanian Border Treaty could facilitate the co-operation between the two border guard services. They also stressed the need to harmonise national legislation on illegal migration. For example, in Lithuania the organisers of illegal migration can be sentenced for 15 years while in Russia they are subject only to the administrative amenability.

In contrast with the EU and EU-candidate countries, the United States was not very active in case of Kaliningrad although Washington was aware of the magnitude of the problem. Initially the U.S. tried to compete with the EU with regard to the North European co-operation. A Northern European Initiative (NEI) was launched in September 1997, in Bergen, Norway.
 The NEI had six priorities: support of entrepreneurship; fighting of organised crime; building civil society; energy security (including nuclear safety); environment protection and health care.
 The NEI basically encompassed the old Hanseatic League, including the Nordic nations of Norway, Sweden, Denmark and Finland; the Baltic nations of Latvia, Lithuania and Estonia; plus Poland and northern Germany. The initiative included some of Russia's most advanced and most distressed cities, its most cosmopolitan and its most remote. Among them were fairly Westernised places such as St. Petersburg, Kaliningrad and Novgorod, and such far northern ports and mining outposts as Murmansk and Nikel. The NEI aimed at creating an economically and socially unified region, with strong ties across borders. The initiative sought steering Western investment to Russian regions and getting the oblasts to cooperate in dealing with problems that affected their neighbours to the West, such as Finland, Poland or the Baltic states. 

"We're not trying to break up Russia," a State Department official said. "But Moscow doesn't have the resources to deal with some of the issues (addressed by this policy.)" The official said Western governments were keeping the Russian government informed as the policy went forward. "Where appropriate, we want Russia involved," he said. "We want the Russians not to think that this is (aimed) at them. This is not anti-Russian."

But the Russian government was keeping a wary eye on the project. "Moscow is not enamoured," Stephen Larrabee of RAND corporation said. "It fears this will decrease the centre's hold over the regions." For the record, though, the Russian Embassy in Washington said: "We don't have any problem with this. We support any regional co-operation in Europe."

However, the main problem with the NEI was that it covered not only ‘soft” but also ‘hard’ security issues. One of the NEI’s strategic aims was to include the Baltic states to the Western security institutions. Moscow paid attention to the fact that the NEI was followed four months later by the Baltic Charter, which the Clinton administration signed with the three Baltic nations. That document gave the Baltics assurances that Russian opposition would not keep them out of NATO and the EU. This made Russia suspicious about the whole project. Moscow preferred things like the Northern Dimension that clearly aims at non-military sphere and does not pose any security threats to Russia. 

Moscow was not happy about the idea of involving the U.S. into the Kaliningrad discussions because it was suspicious about the U.S. intentions. Brussels was not enthusiastic about the American involvement as well because it perceived Kaliningrad as a EU-Russian bilateral rather than a global issue. Moreover, Washington did not pledge any concrete economic and financial commitments in case of the NEI. The U.S. government was ready to provide only limited funds and hoped that the main financial contribution would be made by the regional governments and the private sector. This made the U.S. – in view of both Russia and the EU - less valuable partner. Nonetheless at the Feira 2000 EU summit the EU, U.S. and Canada issued statements saying that their co-operation on the Northern Dimension will be an integral part of the so-called New Trans-Atlantic Agenda.

However, it is to be seen how the United States and Canada can be fitted into the new regional co-operative framework. It is hard to believe that Russia can accept their more or less active role unless various ‘hard’ security issues become less contentious. Yet, given the vastly improved relations between the Putin and Bush administrations particularly since September 11, a change in positions on all sides might occur. For some time Russia preferred, both formally and informally, to do business with the EU rather than with the US, but this might be on the way to changing with increased prospects for multilateral approaches cutting across the whole US-Russia-EU triangle.

Although Moscow continued to see the EU as a most influential player in Europe it realised the value of other actors – multilateral organisations and individual states – for its diplomacy in case of Kaliningrad. Since some European and global actors had supported Russian concerns on the freedom of movement of people in the region (NATO PA, European Parliament), in early 2002 Moscow decided to strengthen its pressure on the European Commission on the visa issues.

During his April 2002 visit to Brussels the Russian Prime Minister Mikhail Kassianov handed over to Romano Prodi a memorandum on transit of the Russian citizens through the Lithuanian and Polish territories. The document suggested a visa-free regime for transit passengers. Two transit corridors for crossing the Lithuanian territory by car or bus were proposed: (1) Kibartai (or Panemune)-Kaunas-Vilnius-Medininkai (260 km), and (2) Kibartai-Mariampol-Ladziyai-Druzkininkai-Raigardas (130 km). For train passengers the so-called ’closed doors regime’ has been suggested. The memorandum called on the Lithuanian and Polish law enforcement agencies to cooperate with their Russian counterparts to maintain these transit corridors. Moscow also suggested a simplified visa-issuing procedure for the Kaliningraders once Poland and Lithuania join the Schengen agreement.

The session of the EU’s Council of Justice and Home Affairs Ministers has been held in Luxembourg on 25 – 26 April 2002. In the margins of the Council, on 25 April, EU Justice and Home Affairs (JHA) Ministers have met their Russian counterparts to review the action plan on the fight against organised crime and discuss migration, border management, readmission, judicial and administrative reforms.
 

However, the Commission has rejected the Russian proposals on the transit corridors, planning, rather, to find “technical, financial and consular facilities aimed at facilitating to a maximum the obtaining and use of visas for Kaliningrad citizens.”

In late April 2002 the European Parliament’s Committee on Foreign Affairs, Human Rights, Common Security and Defence Policy (Rapporteur: Magdalene Hoff) has published a report on Kaliningrad.
 The paper was a sort of a parliamentary response to the European Commission’s communication of January 17, 2001. It addressed all the major problems, which Kaliningrad had to cope with.

To the pleasure of Moscow, the paper reaffirmed that the Kaliningrad is, and will remain, an inseparable part of the Russian Federation. However, the document pointed out that responsibility for the region lies with Russia. Nonetheless, the report suggested that the EU should increase, as much as possible, its efforts at helping to create favourable conditions for the region's development. In line with the EU official position, the report maintained that the PCA framework is the best one for solving the Kaliningrad problems. It suggested a task force for Kaliningrad within the framework of the PCA with the task of exploring, together with experts from Moscow and Kaliningrad, conditions and opportunities for an upturn in the area could be set up.

Contrary to the Russian expectations, the report suggested technical rather than political solutions to the border/visa problems. Particularly, the paper stressed that the difficulties at the border of Lithuania-Poland-Kaliningrad are caused by inadequate and inefficient administration and by over-complicated procedures. Instead of a radical political decision to be taken by the EU and the candidate states, the report: 

· invited the European Commission to develop, together with the Kaliningrad authorities, projects in order to improve the border crossing infrastructure; 

· suggested to improve the qualifications of border guards and customs officials; 

· called on the relevant Russian border and customs authorities to ensure that their staff have a modern attitude geared to the needs of the citizens and thus contribute to speedy clearance at border crossings; 

· considered that these projects were even more important than the issue of visas to cross-border mobility and that these projects could profit from the very positive experience made by other joint projects in the customs and border guards field between the EU and Russia (e.g. the Sheremetyevo project).

The paper was also rather critical towards the Russian position. Particularly, the report:

· Regretted that neighbouring countries which have requested the authorization to open or expand consulates in Kaliningrad were still waiting for a positive reaction from the Russian side; 

· Supported Commissioner Patten in his call for Russia to make it easier for Kaliningraders to obtain international passports; 

· Reminded Russia about the need to issue passports meeting international standards, ratify border agreements, sign and ratify re-admission agreements with the EU and countries bordering the Kaliningrad region and take steps necessary for the developing of infrastructure of border-crossing points.

The report, however, had a number of innovative ideas as regards the border/visa problems:

· It called on the Commission to investigate to what extent it might be possible to develop multilateral European-Russian border patrols along the eastern external borders.

· It suggested to consider an idea of setting up an EU Consulate in Kaliningrad; 

· It admitted that more efficient procedures at low cost for the issue of transit visas should be guaranteed and that other pragmatic solutions should be envisaged based on the principle of reciprocity; 

· It suggested that threats to internal security to the EU should be periodically monitored and that decisions to ease the visa regime could be taken on the grounds of improvements in these regular monitoring reports.

· It called on the Commission to contact Russia offering to open a branch of the EU mission in Kaliningrad, so that it can have an on-site presence to support the successful implementation of the EU action programme for the Kaliningrad region in co-operation with Russia and considered it conceivable that this branch might in future be given other tasks too.

The paper pointed out that Kaliningrad, as part of Russia, will automatically join the Common European Economic Space, but, at the same time, it encouraged Russia to put in a more concrete form its plans for Kaliningrad, including their financial aspects. Particularly, the paper noted that Kaliningrad’s successful integration can only be achieved if Moscow also develops a stable, consistent strategy for Kaliningrad, thereby sending a clear signal regarding the nature and extent of its future involvement in the area from a political, economic and regulatory point of view (probably the rapporteur did not take into account the Federal Task Programme on the Development of the Kaliningrad Region). The report called on the Commission to provide a financial contribution not as a one-sided programme of assistance, but as a joint development project with Russia. It also stressed that such a commitment should be entered into gradually, i.e. only to the extent that Moscow itself makes a substantial commitment to the area.
 

The document had a number of specific proposals how to improve the economic situation in the Oblast and integrate it into the European economic space:

· The European Commission should support Kaliningrad in bringing the standards applying to its export products in line with those of the EU, in particular with regard to technical manufacturing operations, environmental compatibility and consumer protection;

· The Commission should play a more active financial role in Kaliningrad, coordinating TACIS, PHARE and INTERREG more effectively and involving international financial institutions to a greater extent in the development of projects; 

· The regional and supra-regional cross-border transport links should be urgently improved; 

· The paper also stressed the importance of micro-projects in helping people on both sides of the border to get to know each other and to include local actors in project development in order to create a basis for effective project implementation;

· Russia should ensure that the Special Economic Zone (SEZ) will be compatible with WTO standards and the Commission should assist Russia in the project, looking at possible convergence, and the extent of such convergence, with the Russian concept of 'export-oriented production' zones;

· The Commission should devote a substantial part of its financial assistance to supporting the creation of a more positive climate for foreign direct investment, which could lead to the development of a combination of competitive parts of traditional industries and activities of the future, notably telecommunications, transport infrastructure, energy supply, trade and finance, environmental protection and specialized small and medium-sized companies.

The document emphasised that corruption and lack of social and economic development endangers the establishment of democracy and the rule of law in the Oblast. The report noted that in the context of the Northern Dimension attention should be paid to reinforcing the judiciary and the police in the fight against international crime.

The report stressed that three essential conditions must be fulfilled if co-operation with regard to Kaliningrad is to succeed: 

· 'good governance' in terms of efficient administration, properly functioning institutions and the actual enforcement of laws, structural reforms in the areas of legal certainty, a stable tax legislation environment and acquisition of land and serious steps towards an economic and social renaissance of the region;

· effective measures against corruption are crucial in order for these to be successful; 

· the Russian side should be encouraged to make administrative procedures applying to domestic and foreign investors more consistent and less time-consuming, by reducing the number of local contacts.

The report also called on the Russian central government and the government of the Kaliningrad region to create the legal and political framework conditions for a commitment to civil society and to achieve an understanding in the responsible governments and parliaments of the meaning of civil society, the forms it takes and the ways in which it has its effects. It also called on the EU Council and Commission to give targeted financial support to this on the basis of partnership programmes.

The report was an important step in developing of the Russia-EU dialogue on Kaliningrad. It was more innovative and forward-looking document than the European Commission’s communication of January 2001 to which it was formally addressed. However, a couple of critical comments can be made:

· It did not meet a number of Russian proposals (particularly, on the visa/border regime and the format of the bilateral Moscow-Brussels dialogue on Kaliningrad) and, for this reason, was unable to facilitate further EU-Russia discussion of the problem.

· Since the report has been issued by the European Parliament, it was unclear whether the European Commission endorsed it or not. There was an impression that the Russian side interpreted it as a declaration rather than a serious EU commitment.

This latter conclusion seems to have been substantiated by that the European Commission opted for a more ‘hard-line’ style. At 15 May 2002 session of the EU-Russia Co-operation Committee (Svetlogorsk, Kaliningrad Oblast), chaired by Deputy DG for External Relations Catherine Day from the EU side, and by Deputy Minister for Economic Development and Trade Maksim Medvedkov and Kaliningrad region Governor Vladimir Yegorov form the Russian side, the two parties failed to reach an agreement on visa issues. According to both EU and mass media reports, the EU declared it is prepared to grant financial assistance to help the region to adapt to the situation following the EU enlargement, but that Russia is responsible for the development of Kaliningrad. The Kassianov’s idea about the transport passages via Lithuania and Poland was formally rejected. The EU also hinted at the fact that Russia could strengthen joint fight against trans-border crime and illegal migration by finalising a EU-Russia re-admission agreement, and by improving the infrastructures at border-crossings. The EU stressed that bona fide persons should be able to cross the border as easily as possible and invited Russia to permit the opening of consulates in Kaliningrad, issue valid passports to its citizens, as well as to rapidly ratify the border agreement with Lithuania.
. This position was backed up by Commissioner Patten’s speech in the European Parliament on 14 May 2002.

Along with tightening its line on the Kaliningrad issue another major change in the European Commission’s policy was abandoning the ‘package’ principle (proposed by the Communication of 17 January 2001) and sticking to the case-by-case or piece-meal approach to the solution of the Kaliningrad problem. The Commission has concentrated on the hottest issue such as transit of people via the Lithuanian territory while other important and closely related problems (transit of goods, tariffs, transport and border infrastructure, health system, etc.) were left aside. The formal justification for such a change was that Lithuania was about to introduce a visa regime for the Kaliningraders and transit visas for other Russian visitors travelling by train. However, in reality this led to politicisation of the important but nevertheless technical issue of the visa regime and, at the same time, to freezing a general EU-Russia dialogue on Kaliningrad. 

The talks on Kaliningrad nearly agonised during the May 2002 EU-Russia summit in Moscow. The partners were able to include to the Joint Statement only a vague phrase about this issue: “Taking into account the legal and practical consequences of EU enlargement, Russia and the EU agreed to continue joint work with a view to reaching mutually acceptable solutions for the Kaliningrad region. This will be of key importance for the development of a strategic partnership between the Russian Federation and the European Union and for strengthening the atmosphere of good-neighbourliness and mutual understanding”.

To re-activate the EU-Russia dialogue President Putin appointed a special presidential representative on Kaliningrad. This position was occupied by Dmitry Rogozin, Chairman of the State Duma’s International Committee. His ‘shuttle diplomacy’ was mainly focused on searching a compromise on visa regime. As mentioned before, the compromise was reached by the EU-Russia summit in November 2002. The Facilitated Travel Document system was introduced by 1 July 2003. The FTD system has certainly eased the EU-Russia tensions on the transit issue (at least temporarily) although in the starting period the introduction of the new transit rules led to temporary difficulties for travellers mainly related to the lack of staff in the Lithuanian consulates in the Kaliningrad Region, Moscow and St Petersburg. 
At the November 2002 EU-Russia summit Moscow confirmed its intention to conclude a readmission agreement with Lithuania and start negotiations on the similar agreement with the EU.
 The Russian-Lithuanian agreement on readmission was signed in June 2003.

In mid-December 2002 Russia and Lithuania have reached an agreement that allowed the Kaliningraders and Lithuanian citizens to obtain a one-year multiple free of charge visa to visit each other.
 In addition, Russia, EU and Lithuania agreed to introduce an easy and simple customs procedure for the transit of goods to and from Kaliningrad by road and rail across EU territory.
 This has calmed down the Kaliningraders who were uncertain about their future and has significantly improved bilateral relations between the Oblast and Lithuania.

On 21 May 2003 the Russian State Duma has ratified the Russian-Lithuanian border treaty that had been signed in October 1997 by the Russian and Lithuanian presidents.
 This act has contributed to the amelioration of the bilateral relations (particularly, to the solution of the Kaliningrad problem).
In 2003, the European Commission tried to resume the EU-Russian dialogue on other then visa and border-related aspects of the Kaliningrad problem. As mentioned earlier, a special programme to support the economic and social development of the Oblast, in line with Russia’s plans for the region, was adopted in March 2003 (as a part of the TACIS National Indicative Programme). The €25 million programme will address the problems such as administrative and institutional reforms, health care system, educational/cultural and cross-border cooperation in order to prevent a potential socio-economic gap between Kaliningrad and its neighbours as well as to facilitate Oblast’s integration to a single European socio-economic and cultural space.

The Second Northern Dimension Action Plan for 2004-2006 (adopted in June 2003) confirmed the EU long-term commitments to the socio-economic development of the Kaliningrad Region (including the TACIS special programme). However, in contrast with the TACIS Indicative Programme, the 2nd NDAP suggested a slightly different (broader) set of priorities for Kaliningrad: economic cooperation, human resource development, environment, cross-border cooperation and collaborative projects in the Justice and Home Affairs field (fighting organised crime, international terrorism and illegal migration).

With approaching the accession date for the EU candidates (1 May 2004) the Kaliningrad issue was put into the general context of the EU-Russia post-enlargement relations. Particularly, the trade/customs/tariffs problematique became the most important theme in the EU-Russia dialogue. After the half-year tough negotiations the compromise was finally reached and the protocol to the EU-Russia PCA has been signed on 27 April 2004. The partners:

· Guaranteed the freedom of transit of goods, including energy between the Kaliningrad Region and the rest of Russia, and that “the goods in such transit shall not be subject to unnecessary delays or restrictions and shall be exempt from customs duties and transit duties or other charges related to transit, except charges for transportation or those commensurate with administrative expenses entailed by transit or with the costs of services rendered…”
  
· Confirmed that the simplified customs procedure for the transit of goods to and from Kaliningrad by road and rail across EU territory (established by the EU-Russia arrangement of 17-18 December 2003) remains in force and will be a basis for a further (and more general) agreement on the interconnection of the EU and Russian customs transit regimes.
· Recalled that no customs transit formalities, including guarantees, are required for movements of goods through pipelines and that electricity is not subject to customs transit.
· Settled the specific situation of the transit of animal products to and from Kaliningrad.
· Promised further support to socio-economic development of the Kaliningrad Region with the aim of its gradual integration to the common EU-Russian economic space.
· Decided to finalise the feasibility study of a high-speed train connection to Kaliningrad by mid-July 2004.

This agreement has demonstrated that both Brussels and Moscow see Kaliningrad as a real ‘pilot’ region where some bold ideas can be implemented and even replicated in other areas of the EU-Russia relations (customs rules, veterinary arrangements, visa/border regime and so on). At the same time, by tackling separate/individual issues Brussels and Moscow confirmed that they still prefer the ‘piece-meal’ rather than a ‘package’ (comprehensive) approach to solving the Kaliningrad problem.
8. "Hard" security problematique

Despite the fact that the 'soft' security issues dominate the sub-regional agenda, it is too premature to ignore ‘hard’ security problems. Paradoxically, the end of the Cold War triggered some processes that were interpreted by Moscow, along with positive assessments, as detrimental to its security interests in the subregion.

First, Russia lost two-thirds of the former Soviet Baltic coastline; access to the Baltic Sea was significantly reduced. Moscow lost almost all what it persistently aspired for several centuries.

Second, with the collapse of the USSR, Kaliningrad, essential component of the Soviet defence system in the region, turned into an exclave with doubtful defence capabilities. Presently, Kaliningrad has the appearance of a trap for the Baltic Sea Fleet rather than Moscow's military outpost in the region. The plans to transform Kaliningrad from the 'Cold War bastion' to Russia's Hong Kong seemed ambiguous because of the lack of economic and political stability in Russia, tug of war between local and federal governments, stiff relations with the Baltic states, as well as competition with St. Petersburg (another Russia's powerful regional player). Moscow is also very sensitive to any talk about possible secession of Kaliningrad either in the form of a 'fourth Baltic republic' or returning it to Germany.

Third, the dissolution of the Warsaw Pact deprived Moscow of its most important strategic allies, i.e. Poland and East Germany.

Fourth, the collapse of the Soviet Union and Warsaw Pact undermined the entire military structure in the north-western part of Russia. Moscow had to re-deploy and accommodate troops withdrawn from Eastern Europe and the Baltic states. The system of military command, logistic support and management in the area had to be changed. The Russian strategic planners had to think over how to defend vulnerable regions (including Kaliningrad) given the geopolitical cataclysm as well as shortage of funds, personnel and ammunition.

Fifth, Russia failed to prevent the rise of unfriendly regimes in the three Baltic states. From the very beginning the latter aimed at withdrawing from the Russian sphere of influence and favoured the pro-Western orientation. 

Sixth, the region's alliance system is shifting to the detriment of Russian strategic interests around the Baltic Sea Rim. NATO - in a sense -'swallowed' East Germany. Poland and the Baltic states are already members of NATO. Currently the Polish and Baltic armed forces do not constitute any serious threat to Russia's security, but being incorporated into NATO and modernised they could pose a challenge. Once joining the EU and obtaining WEU (Western European Union) observer status, Finland and Sweden are no longer neutral. Moreover, there are some voices in these two countries in favour of joining NATO. At the same time, Russia is unable to create a strong military organisation within the CIS and thus counter-balance eastward expansion of the Western security institutions.

For these reasons, ‘hard’ security problematique still plays some (albeit not crucial) role in Russian policy towards the Baltic Sea region. The military security issues could be identified as follows:

· Force level and structure optimisation. Despite a significant reduction of the Russian armed forces in the Baltic Sea area it remains unclear what type and size of land and naval forces are needed in the region. The Russian military analysts failed to provide an adequate assessment of threats to the region, needs and resources available.  

Some specialists (close to the realist and geopolitical schools) believed that in view of NATO enlargement further force reductions are dangerous and suggested to modernise the Russian military structures and even increase military presence in the region in case of NATO extension (including a deployment of tactical nuclear weapons).
 

Other experts (mainly from the liberal camp) consider the Russian North-West non-defendable from the strategic point of view and point out the change both in the strategic environment and Russian military strategy. They also note that Russia simply can not afford the Soviet-like armed forces because of the economic reasons. Moreover, they emphasise the need to overcome the image of Kaliningrad as a ‘garrison-town’ in order to develop co-operation with European countries.
 

Unfortunately, the dichotomy ‘Russia’s military outpost’ or ‘gateway region’ is still there and Moscow’s security policy in case of the Russian north-western regions still represents a ‘muddling through’ model.

To solve this problem a national discussion on military security of north-western Russia among military and civilian specialists is needed. It could be done in many ways. A series of expert conferences could be initiated by the Russian Defence Ministry and its research institutions as well as by the Russian Academy of Science, universities and independent think tanks. Foreign experts should be also invited because their expertise is badly needed to reconcile approaches of different Russian foreign policy schools (especially contradictions between military and civilian analysts). The discussion could be developed by the Russian professional journals (e.g. Voennaya Mysl – Military Thought) and newspapers (e.g. Nezavisimoe Voennoe Obozrenie – Independent Military Review) and at relevant web-sites. 

· Conversion of the defence industry and infrastructure. The reduction of the Russian armed forces and military acquisitions in the north-western regions entailed the need to adapt the local defence industry and retired servicemen to the post-Cold War dramatic changes. Although the defence enterprises still produce some naval armaments (especially for foreign customers) and repair warships, the level of state defence orders remains insufficient to keep them afloat. They have to restructure their production in favour of civilian products and technologies. Given the general economic crisis and the high competition on the local, national and international markets such a restructuring remains an uneasy task.

It is advisable to work out at the federal level a special programme on conversion of the North-Western Federal District's defence industry and the former military personnel and infrastructure. Additional funds should be provided.

· Military transit. The issue of military transit between Russia and Lithuania has caused much political controversy in the 1990s. On 18 November 1993, Russia and Lithuania signed an agreement regulating the use of Lithuania's railway system and other transportation facilities for the withdrawal of the Russian troops from Germany up to 1995. Later on Lithuania tried to tighten its control over transit and avoid formal agreement with Russia on this issue. Moscow, however, wanted both a new accord on military transit and a comprehensive political agreement. Trying to compel Lithuania to sign new documents Russia doubled import duties on Lithuanian goods in 1994 and postponed coming into force the 1993 trade agreement contained a most favoured nation (MFN) status.

Finally, a compromise was reached. In January 1995 Moscow and Vilnius exchanged diplomatic notes by which Lithuania agreed to extend the current rules for Russian military transit to the Kaliningrad Oblast until the end of 1995, and Russia stated that the agreement giving Lithuania MFN status, signed in November 1993, had come into force.
 The agreement on military transit has since been later extended on a yearly basis. 

However, none of the regional players is satisfied with the status of the Russian military transit. The issue became especially complicated because of the forthcoming EU enlargement. Russia made it clear that military transit is beyond the EU acquis and thus may be regulated with Lithuania on a bilateral basis. Moreover, in 2001 the Russians have voiced the desire to review the existing agreement.
 Vilnius argued that it is impossible to do without the EU’s consent.
 Brussels supported Lithuania’s position. According to the European Commission’ Communication (17 January 2001), the Russian-Lithuanian arrangements “need to be examined in the context of enlargement”.
 

It seems expedient to form a joint Russia-Lithuania working group with observers from the EU to discuss the issue of the Russian military transit in the context of EU extension and draft a new Russian-Lithuanian agreement. Consultations on the expert level could be also held in one of the committees under the PCA aegis. Such an agreement should adapt the existing document to the new reality and be very specific as regards intensity and conditions of military transit. This agreement should be seen as part of the whole EU-Russia package deal on the Kaliningrad issue.

· NATO enlargement. This is still a security problem for Russia although it is gradually moving from purely military to political and psychological domains. The Russian strategists understand that NATO enlargement does not pose any significant military threat to the Russian north-west because NATO does not want increase its military presence and activities in the Baltic Sea region. Rather, NATO offers numerous venues for sub-regional co-operation. However, for Moscow, NATO extension is a clear message that the West does not completely trust Russia in security matters and does not want to accept it into the ‘inner circle’ or security ‘club’. Although the second round of NATO enlargement is perceived by Moscow less painful than the first one, it will not be helpful for improving Russia’s relations with both NATO itself and the Baltic states. Rather, it could make Russian Euro-sceptics and isolationists more influential and slow down Russia’s integration into ‘Big Europe’.

Moscow insisted that before the Balts join NATO a number of pre-conditions should be accepted. First, the Balts should agree to the so-called ‘Norwegian model’: non-deployment of foreign troops and nuclear weapons in peace-time. Second, NATO should refrain from deployment of offensive arms on the territory of the newcomers. Finally, the Balts should join the CFE (Conventional Forces in Europe) Treaty, which, in turn, should be adapted to a new strategic situation. While the first two points seem to be acceptable both for NATO and the Balts, the third one has never been properly addressed and these countries still remain beyond the CFE regime.

However, given the new character of the Russia-NATO relations and their importance for creating of a new security architecture in Northern Europe, Brussels and Moscow should negotiate a co-operative agenda on the Baltics. It should be noted that in contrast with other regions and areas of co-operation it would be difficult to define such an agenda. The Russia-NATO global collaborative agenda includes the fight with international terrorism, non-proliferation, arms control, peace-keeping and rescue operations. However, many of these problems simply do not exist in the Baltic region. At the same time, NATO is hardly helpful in solving the problems that can be really found in the region – economic and social gaps between neighbouring countries, degradation of environment, the spread of communicable diseases, illegal migration and trafficking human beings, internationalisation of organised crime and smuggling. Other institutions - EU, Nordic Council, CBSS, international financial institutions (IFIs) – are better designed for coping with that sort of ‘soft’ security problematique.

It seems, however, that some niches for Russia-NATO co-operation could be found. For example, Kaliningrad could be made a location for a joint Russia-NATO rescue centre on the Baltics. Another joint institution – a centre for prevention of dangerous activities – could be also placed there. NATO could also help in converting the local defence industry and, at the same time, to develop with high-tech defence enterprises military-technical co-operation. NATO navies could also use the local shipyards for repairing or modernising their vessels. NATO assistance in developing rehabilitation and re-training schemes for retired officers and housing programme would be appreciated. The Russian North-West could be a priority for NATO’s academic programmes with the aim to support both natural and social sciences. Perhaps it would be advisable to resume NATO Democratic Institutions Fellowship programme that was quite helpful in bridging the gap between NATO and Russian political and academic élites. The discussion below addresses NATO’s possible contribution to arms control and CSBMs (confidence-building and security measures) on the Baltics.

· Arms control and CSBMs. In contrast with Europe at large, the Baltic Sea region lacks a proper arms control regime. The only international arms control agreement applicable to the Baltic Sea area is the CFE. Four Baltic Sea Rim countries - Denmark, Germany, Poland and Russia - are state parties to this agreement. The Baltic states refused to abide by the Treaty because it was concluded in the moment when they were a part of the Soviet Union. The CFE Treaty was aimed at reducing of excess military equipment, essential for launching surprise attack and initiating large-scale offensive operations, and developing confidence and security building measures (CSBMs). Thereby the agreement played a positive role in prevention of military confrontation and conflict in the area.

However, a number of post-Cold War developments have complicated implementation of the CFE Treaty. The so-called flank issue was the main area of contention between Russia and most of the other parties. This issue was resolved by Russian and American Defence Ministers in mid-1990s. The Perry-Grachev compromise was later approved at the CFE First Review Conference in Vienna in May 1996. Along with some southern regions of Russia the Pskov Region was excluded from the flank zone while other parts of the Leningrad Military District were retained in this area.
 Estonia and Latvia were taken by surprise by the Vienna compromise because they were apparently not consulted beforehand. They underlined that a reduction agreement permitted an increased military presence near their borders, decreasing their subregional security.
 Probably for the first time the Balts regretted that they were not the members of the CFE and were unable to influence the decision-making.

In 1995-97, the CFE Treaty also became a subject of indirect dialogue between Russia and NATO on enlargement issue. Russia has complained that the ratio of its NATO conventional forces would worsen in the event of Alliance's extension (to c. 7:10). At the same time, accommodation of NATO newcomers in the CFE Central Zone could affect Germany if the treaty's 'groups of states' balance were to be retained; virtually no equipment could be based in Germany, which appeared unrealistic. By the way, Russia could choose a strategy of insisting on current limits imposed by the CFE Treaty to put NATO in awkward position in the event of its expansion. The problem, however, was solved by the CFE Treaty revision conference of 1996, the Russia-NATO Paris charter (May 1997) and the 1999 Agreement on CFE Treaty Adaptation.

The 1999 Agreement on Adaptation introduced a new regime of arms control that discards the bipolar concept of a balance of forces. Instead of the group structure (North Atlantic Group, Budapest/Tashkent Group), it is based on national and territorial ceilings, codified in the agreement’s protocols as binding limits, and opens the CFE Treaty to European countries which are not yet parties (including the Balts, Finland and Sweden).
 The agreement has not entered into force, mainly because of the refusal of the NATO and other states to ratify it in view of Russia’s non-compliance, first in Moldova and Georgia, then in the North Caucasus, with the provisions of the treaty. Since the problems with Russian armaments in Moldova and Georgia were solved and Moscow is about to reduce its troops and armaments to the CFE Treaty’s ceilings in the North Caucasus there is a possibility of the agreement’s ratification in the near future.

In view of a second round of NATO enlargement the future of the CFE Treaty again became a highly debatable question. At the second review conference (2001) Russia cautioned against admitting the Balts to NATO because of the potentially adverse effect on the key provisions of the CFE Treaty, especially those concerning the flank and the Central European stability zone.
 To avoid a potential damage of NATO enlargement to the regional arms control regime the CFE Treaty should be revised again. To promote the disarmament process in the region it should provide for further cuts, probably 15-20 per cent below the present CFE levels. A new treaty should include all OSCE states (i.e. the Baltic states, Finland and Sweden). Unfortunately, the Baltic states and non-aligned countries (Finland and Sweden) still prefer the opt-out policies. NATO also continues to insist that no formal linkage can exist between NATO enlargement and the CFE although it does not oppose the very idea of the Baltic states’ joining the treaty. As mentioned above, NATO could put pressure on the candidate countries to join the CFE. 

It should be noted also that the CFE Treaty is applicable only to the land forces. Naval armaments are mainly excluded from the negotiation process. Unilateral measures were taken for the reduction of naval armaments and naval activities, but they related to obsolete weapons and cannot be a substitute for a real arms control regime. According to Volker Heise, the basic hesitancy of some NATO nations regarding naval armaments limitations on the Baltic Sea seems to be that if you initiate naval arms control in one of the seven seas, this could lead to restrictions on maritime flexibility in the other seas as well.
 However, given the changing nature of Russia-NATO relations, the two parties could initiate negotiations on naval arms control to further improve security environment in the region.

Along with the arms control regime, CSBMs are very important element of any regional security system. The confidence-building process contributes to a changing perception of security and information is critical in this regard. Transparency or access to accurate information can provide reliable evidence that certain behaviour and actions do not constitute a threat and help to reduce mistrust and misperception. Another positive implication of such a process is that debating, developing, negotiating and implementing CSBMs involve the parties into dialogue and interaction. This enables the parties involved to present and explain their views, discuss their positions, expose their goals and motives, and uncover each other’s perceptions and interpretations. The result of these activities is a transformation not only in thinking and perceptions but also in behaviour and policies. CSBMs implementation results in establishing principles, rules, norms or standard of conduct regulating states’ behaviour. Moreover, CSBMs strengthen existing or encourage creation of new multilateral mechanisms and institutions, which serve a solid basis for security and stability in a region.

According to the Vienna Document 1994, the OSCE participating states should notify each other 42 days in advance on military activities involving more than 9000 troops or 250 battle tanks, 500 ACVs (armoured carrier vehicles), or 250 self-propelled and towed artillery pieces, mortars and multiple-rocket launchers (100-mm calibre and above); 3000 in amphibious landing, heliborne landing or parachute drop. Air force included in notification if at least 200 sorties by aircraft, excluding helicopters, are flown. Military observers can be sent to the exercises conducting by 13000 troops, or 300 tanks or 500 ACVs or 250 artillery pieces, mortars and multiple rocket launchers (100-mm and above) or manoeuvres foresee 3500 in airborne landing, heliborne landing or parachute drop.
 In 1999 another Vienna Document has been adopted to develop new CSBMs in the area.

Since Russia complied with the requirements of the 1994 and 1999 Vienna documents, no complains from the neighbouring states or the OSCE were registered. Because these documents are not applicable to naval military activities, this led to some tensions in the region. For example, in October 1996, the Latvian Foreign Ministry protested against crossing its economic zone by the flotilla of the Russian vessels led by the Peter the Great cruiser on their way from the Baltic Sea to the Barents Sea.
 Some Russian and Western experts believe that extension of the CSBMs to the sea could be useful addition to the Vienna Documents regime in the region.

As far as further CSBMs are concerned the North-Atlantic alliance could refrain from military exercises on the territory of newcomers (especially near the Russian borders, including the Kaliningrad Oblast). Along with spatial, temporal limitations on Russian and NATO military activities in the region could be established. Military-to-military contacts, joint exercises, exchanges, and visits should be encouraged. The countries of the region should exchange information on their military doctrines, defence budgets and spending as well as on major arms export or import programmes.

The Vienna Document 1999 encouraged the participated states to hold periodic high-level military doctrine seminars. For example, the fourth Vienna seminar on military doctrines (June 2001) insisted on a continued discussion of the evolution of military doctrines by states at the Forum for Security Co-operation (FSC) plenaries, further clarification of the nature and objectives of military doctrines and defence policies, the FSC contribution to the process of bringing closer military doctrines and the existing arms control regimes, the impact of the military and technological revolution on the possible use of force, strategic stability and arms control prospects, and elaboration of a unified technology for the OSCE states used in their military doctrines.

Developing of bilateral CSBMs became an important priority for the countries of the Baltic Sea rim. Initially, Russia was reluctant to respond positively to the 1998 Finnish-Swedish proposal to adopt the bilateral CSBMs arrangements agreed by the other 8 states of the Baltic region. However, the Vienna Document 1999 committed the participating states to pursue regional CSBM arrangements. As a result of this, in 2000 Russia implemented bilateral CSBM accords with Estonia and Finland (extra evaluation visit and exchange of information). In 2001 a CSBM agreement was concluded between Lithuania and Russia. It provides for one additional evaluation visit to units in Lithuania and the Kaliningrad Oblast and annual exchange of additional information about military forces on Lithuania territory and the Kaliningrad Oblast.
 This accord was warmly received not only by Vilnius but also by other neighbouring states that interpreted this step as Russia’s willingness to further open up the Kaliningrad Oblast for international co-operation.

As far as the future of bilateral CSBM arrangements is concerned they could expand their scope and include new areas of possible co-operation.

To conclude, the above recommendations (if implemented) could significantly strengthen military security in the region and create a favourable atmosphere for co-operation on the ‘soft’ security issues.
9. Thinking about the future of Kaliningrad

According to the popular saying, there are two “perennial Russian questions”: 1) Who is guilty? and 2) What to do? The Russian political debate on Kaliningrad addressed the first question. But the second one is much more important for all regional actors, including Kaliningrad itself.


It is safe to assume that the previous attempts to solve the Kaliningrad problem failed because they addressed specific issues (such as trade, transit or visa regime) rather than offered a complex and long-term strategy. To solve such a complicated problem the regional players should first of all decide what sort of Kaliningrad they want in the foreseeable future.


The Russian and world research communities suggested several possible scenarios for the future of Kaliningrad:

· The first scenario is “muddling through.” Russia takes the “wait and see” position and shifts off the responsibility for the future of the Oblast in the EU’s hands. Since this inevitably would make the Russian transit via Lithuania more complicated and impede the movement of people and goods in the subregion the socio-economic situation in Kaliningrad would significantly deteriorate. 

· Another, even more pessimistic scenario, is rearmament of the Oblast as a result of NATO expansion to the Baltic states and a new Cold War. This would make impossible any cooperation between the EU and Russia on Kaliningrad. 

· Under the third scenario the Oblast would become an autonomous republic within the Russian Federation. 

· Other scenarios include partition, the establishment of a condominium by its two neighbouring states, Lithuania and Poland, independence or reunification with Germany. 

· There is also a possibility for Kaliningrad to serve as an entity with special links to a Baltic “Euroregion” or a “Hanseatic region.”


All above scenarios except for the last one are highly improbable or undesirable (or both). The last option is both realistic and preferable for the most of the regional actors. It also fits in the concept of Kaliningrad as a ‘pilot’ region, which is acceptable for Russia and the EU. However, this concept still lacks a road map and a detailed plan should be worked out.

To make Kaliningrad a region of European cooperation a future strategy should be based on two main pillars: (1) Moscow’s federal policies with regard to Kaliningrad as a member of the Federation, and (2) a Russia-EU dialogue on Kaliningrad.

· Many Russian specialists underline that before Moscow negotiates the problem with EU it should have a clear vision of the problem and design a proper strategy on Kaliningrad.
 First of all the Russian leadership should fully understand that the involvement of the EU and neighbouring states into solving the Kaliningrad problem will inevitably challenge traditional understanding of Russia’s sovereignty over the Oblast. For instance, the reaching of agreements with the EU on trade, tariffs, transit, energy and visa regime would mean for all parties involved giving up some national sovereignty for the sake of a higher level of governance. The EU itself is a manifestation of limited national sovereignties and global governance. This means that all countries, which want to joint the Union or to get closer to it should give up a certain part of national sovereignty albeit in a different degree for the candidate and partner states. 

In practical terms this implies providing the Oblast with a special status within the Russian Federation. Moscow can not treat the region similar to any inner/mainland territory. There is no need for Russia to give up completely its sovereignty over Kaliningrad but, if Moscow wants to make the Oblast a Euroregion, Kaliningrad should be provided with broader powers in the fields of foreign economic activities, taxation, property rights, customs formalities, border controls, consular services and so on.

Such a special status should be provided with a proper legal framework. This is important both from the domestic and international points of view. Domestically, it can be an effective safeguard against either bureaucratic ‘encroachments’ on the Oblast’s powers (for example, repeated attempts of the Customs Committee to abolish the SEZ’s privileges) or corrupted officials, criminals and ‘grey economy’ in the region. 

Internationally, such legislation could be helpful for the dialogue with EU. For instance, the latter says all the time that it cannot treat Kaliningrad as a special case because, from the legal point of view, Kaliningrad is not different from other parts of Russia and providing the region with some special status could be perceived by Moscow as an interference into Russia’s internal affairs (unless Russia makes a clear message to the Union). For example, the EU discussion paper on Kaliningrad (January 2001) underlines: “…since Kaliningrad is an integral part of Russia it would be difficult to grant any special status, such as free trade or a customs union. This would raise a number of political and legal issues apart from the fact that Russia is unlikely to grant the necessary degree of autonomy to Kaliningrad.”
 

Some experts (for example, Alexander Songal, Head of the International Relations Department, Kaliningrad Oblast Duma) suggest that it is desirable to develop the concepts of federal policy towards the Kaliningrad Oblast (1994, 1997 and 2001) and the SEZ legislation (1996) into a Constitutional Law on the Kaliningrad Oblast. Such legislation should provide for:

· more involvement and responsibility of the federal centre in the regional matters;

· more discretion to the local authorities in foreign economic and trade relations;

· moving representative offices of federal bodies (Ministry of Foreign Affairs, Ministry of Economic Development & Commerce, etc.) dealing with external relations to the region;

· appointing a Russian government official dealing with EU-related issues in Kaliningrad;

· setting up a subsidiary of the EC Delegation in Russia in the region;

· participation of Kaliningrad representatives in PCA committees where appropriate;

· launching a joint program (TACIS-PHARE-Russian) to estimate the impact upon the Kaliningrad Oblast of EU enlargement; and

· arrangements to ensure freedom of movement of people and goods to and from Kaliningrad.

· As far as the Russian-EU dialogue is concerned, specialists believe that signing a Kaliningrad Protocol to the PCA could be helpful. Other experts suggest concluding of a special agreement on Kaliningrad between Russia and the EU.
 Such an agreement should be based on the PCA, EU Common Strategy on Russia, EU Action Plan on the Northern Dimension and the Russian Strategy on Cooperation between the Russian Federation and the EU (2000-2010). An agreement should have a binding force for both parties and be very specific. 

This school is very critical about the current approach of both the EU and Russia to their dialogue on Kaliningrad. Instead of a package principle, which had been initially suggested both by Brussels and Moscow (all the Kaliningrad-related problems should be negotiated and solved at once), a ‘piece-meal’ or ‘case by case’ approach has prevailed.
 Of course, there are most compelling needs that should be addressed immediately (e.g., freedom of movement of people and goods) and, at the same time, there are problems that call for long-term solutions (environment degradation, restructuring of the region’s economy, increasing the living standards, etc.). However, this school maintains, it is impossible to tackle one problem (e.g., visa regime) without solving others (development the border crossing system, transport infrastructure, transit tariffs, etc.). Such a short-sighted approach undermines the EU-Russia dialogue on Kaliningrad and delays the comprehensive solution of the problem. This school believes that a comprehensive agreement is needed although the Kaliningrad-related problems could be sorted out by its urgency.

· According to the above school, such an agreement should acknowledge Russia’s general sovereignty over the Oblast (to calm down Moscow). At the same time, the document should envisage a more active participation of the EU in solving region’s problems. The document should include the following key components:

· The priority should be given to integration of Kaliningrad to the single European economic space. In turn, this objective could be reached through a series of complimentary and mutually reinforcing measures:

· The Kaliningrad Region should be first (among the Russian regions) put into the context of the Common European Economic Space (CEES) initiative launched by EU with Russia in 1991 and conceptualised by November 2003. The CEES itself should be developed to set out a deeper and broader timetable for legislative approximation between the EU and Russia. Participation in selected EU activities and programs, including aspects such as consumer protection, standards, environmental and research bodies, could be opened to Kaliningrad and then to the rest of Russia.
 For example, the EU standards should be established for the Kaliningrad-produced goods. A joint EU/Russia Standardisation Committee should be created. Efforts to support the further development of enterprise policy by Kaliningrad/Russia should accompany regulatory approximation.

· The Kaliningrad SEZ should play a greater role in the region’s integration to the CEES.
 The Russian Federation should retain the status of the SEZ for the Oblast, but, at the same time, should introduce local FEZs that must be applicable to the non-EU countries. The SEZ must be managed by an administration appointed by the Russian Cabinet. The Russian government should invest into the SEZ not less than €100 million a year. 

· A Regional Development Corporation should be set up to promote the Oblast’s development and its linking to the single European space. Such a corporation could be established not only by the Russian federal government (that should allocate not less than €30 million) but also by the local authorities and the EU (the latter should contribute not less than €3 million a year to the TACIS programs). 

· The EU should apply the PHARE program to the Kaliningrad Oblast that is more beneficial for recipients than TACIS.
 

· Foreigners should be allowed to purchase the land in the region.

· Regarding the movement of goods in the accession period it was suggested that Lithuania and Latvia should provide Russia with lower transit tariffs and special agreements should be concluded (in consultation with the EU). This, however, has not been done because of the difference of opinion on the issue. After enlargement the EU-Russia PCA should provide for free transit through these countries, without customs duties or any other transit duties (other than charges for transport and administration).
 This idea has been suggested by the European Commission in early 2001 and recently supported by the joint EU-Russia statement (April 27, 2004) preceded the new round of the EU enlargement. However, Brussels and Moscow was unable to reach a formal agreement on this issue so far.
· Another step forward could be a creation of a EU-Russia Free Trade Area (FTA). It could be done both in a parallel with and as a follow up of the CEES activities. Free Trade Area is envisaged in the EU-Russia PCA, but with no timetable attached. To implement this idea objectives and benchmarks should be developed. Particularly, this process could be started by concluding a free trade agreement with the Kaliningrad region and then replicating this experience to the rest of Russia. However, some Russian experts feel uneasy about this idea because it could lead to erecting of customs barriers between the Oblast and the rest of Russia (at least in the transitional period).

· Upon the implementation of the CEES and FTA projects – in the long run -EU and Russia could think of a European Economic Area-type arrangement that aims at further harmonization of the European and Russian regulatory regimes. Kaliningrad, again, could be a pilot region in implementing this ambitious project.
· As far as the border- and visa-related issues are concerned many Russian experts suggest retaining of a visa-free regime for the Kaliningraders visiting a EU/Schengen space less than 30 days.
 A reciprocal rule should be secure for the residents of the EU countries aimed at visiting the Kaliningrad region.  The EU should grant as soon as possible visa-free access to the Russian holders of diplomatic and service passports.
There should be an exchange of representative offices between Kaliningrad and Brussels at the level of diplomatic missions to cope with consular, economic, cultural and information issues. The more innovative ideas include a reduction of the need for strict visa procedures by introducing the establishment of extensive data banks combined with the checking of fingerprints at borders. Such systems could potentially allow the reduction of visas to a mere stamp in the passport of those crossing borders, although they do not offer any quick solution taking into account that the Schengen Information System (SIS) is currently being re-designed.

The Kaliningrad City Administration believes that it is impossible to avoid the Schengen visa regime but the Kaliningraders should be provided with some privileges. Administration’s officials suggest, for example, adding to the visa application form the question about the duration of residence in the Kaliningrad Oblast. Those who have been living in the region for more than five years should be given greater privileges. Kaliningrad residents could be offered multi-entry visas valid for a period of up to three years, but allowing a strictly limited period of stay in EU countries on the occasion of each visit. The cost of visas should be reasonable in order to the Kaliningraders could afford them.

It seems, however, that it would be impossible to integrate the Oblast into the European economy without liberalising the visa regime. Even the so-called ‘smooth solution’ (providing Kaliningraders with cheap multiple visas) will impede trade, business trips and tourism in the subregion because of higher transaction costs and numerous technical difficulties (the lack of consulates and consular staff, imperfection of the SIS system, additional burden on Russian authorities to issue national passports for Kaliningraders in a short period of time, etc.). 

Probably, the best solution is to keep the status quo for the transitional period (until Poland and Lithuania completely join the Schengen acquis), namely: FTDs and FRTDs and the use of internal identification documents by the Russian citizens for travel via Lithuania. Upon Poland’s and Lithuania’s joining the Schengen regime an experiment could be launched in Kaliningrad: its residents could enjoy a visa-free regime with the EU (say, for the stay up to 30 days). However, the Russian authorities should take care of providing the Kaliningrad residents with national passports of sufficient quality. It would be easy for the Schengen border guards to distinguish the Kaliningrad residents because there is an indication of issuing authority (the code of the local police directorate) in the Russian national passports. To strengthen the border control regime in the Oblast and to fight the organized crime, smuggling and illegal migration the Russian and EU law enforcement agencies can work together on creating a joint database on individuals who are non-eligible for visiting the Schengen space.

The U.S. also can provide a useful input to the EU-Russia discussion on the visa issues because it has an experience of dealing with mass migration from Mexico and other Latin American and Asian countries. Before Sept. 11, 2001 Washington was less suspicious about Russian travellers: in April 2001 the U.S. Secretary of State Colin Powell even said that the U.S. does not exclude the possibility of introducing a visa-free regime with Russia (provided that Russian travellers have enough money to stay in America and a return ticket).
 Why could not the EU do the same at least for the Kaliningraders?

· The Russian proposal for visa free transit by high-speed non-stop train from Russia to Kaliningrad (via Lithuania) should be implemented as soon as possible.

· To facilitate the movement of people and goods in the subregion both the EU and Russia should provide additional funds to build new and develop the existing border crossings and the transport infrastructure in the area.

· The EU should assist in reinforcing the Russia’s efforts to combat illegal migration and to establish efficient mechanisms for returns, especially illegal transit migration. Concluding readmission agreement with Russia will be an essential element in joint efforts to curb illegal migration.

· A Coordinating Committee on Fighting Organized Crime should be set up as soon as possible.

· A EU-Russia agreement on Kaliningrad should also have a special section on the higher education system and research. Both Russia and the EU should pledge to support Oblast’s quick joining the Bologna Process in order to facilitate its integration to the single European educational area. In addition to the TEMPUS-TACIS an INTAS programs, the Region should get access to other pan-European cooperative programs in the higher education area. Particularly, the Region should be covered by the 6th Framework program for Research and Technological Development (RTD) that aims at the opening of the European Research Area (ERA) to integrate the scientific communities of the neighbouring countries, exploit scientific results, stimulate innovation and develop human resources and research capacities.
Some experts question the very feasibility of the ‘pilot region’ project, particularly the possibility to implement to one region different from Russian (and EU-oriented) regulatory models, standards and institutions. They believe that this is politically unacceptable neither for Moscow nor for Brussels as well as technically hardly feasible. However, as the historical experiences of other countries suggest, it is possible to provide some subnational units with a special status and set up special regimes (economic, customs, visa, etc.) for them – especially if these are border regions or they are separated from the mainland (Hong Kong, Macao, Gibraltar). The EU itself exemplifies a diversified approach to acquis communitaire: Finnish Aland Islands and Danish Greenland and Faeroe Islands are beyond of many EU regulatory requirements (especially in the sphere of the customs legislation). Kaliningrad could follow this pattern.

10. Conclusion

Due to its unique geopolitical location and specific problems with which Kaliningrad should deal, the Oblast is a challenge and an opportunity at the same time. Currently, the negative developments such as a systemic economic crisis, the lack of stable legal regulations of business, investment and foreign economic activities, crime, corruption, smuggling, environmental degradation impede democratic reforms in the region and destabilize the situation within and around the Kaliningrad Oblast. The forthcoming EU enlargement can – if not addressed properly and timely - bring new problems: tightening of the visa regime, limitation of the freedom of movement of people and goods, providing Kaliningraders with basic supplies (foodstuff, energy) and so on.


However, there are numerous opportunities for exploiting Kaliningrad’s future status of an enclave in the EU. It could become a first Russian region to be integrated to the single European socio-economic space and thus become a new Russia’s ‘window on Europe’. In contrast with some assessments, not only Kaliningrad but also entire Russia (or at least its north-western part) could benefit from a new status of the Oblast. As a concept of a ‘pilot region’ suggests, the Kaliningrad model could be implemented in other Russian border regions (especially in those located at the EU-Russia existing or potential frontier – Pskov, Novgorod, St. Petersburg and Murmansk regions and Karelia).

To a larger extent the future of Kaliningrad depends on how the Russian élites perceive Kaliningrad (and its place in Russia’s European strategy) as well as on the nature of relationship between the federal centre and the regional government. 

There were fundamental changes both in Russian thinking and policies towards Kaliningrad over the last decade. Although the realist/geopolitical paradigm still dominates the Russian political discourse the mainstream of the Russian political thought does not perceive any longer the Oblast as Moscow’s military outpost on the Baltics and favours opening up of the region for international cooperation. The Federal Task Program of 2001 and a number of other documents laid down the foundation for developing of a Russian national strategy on Kaliningrad as well as suggested some specific/technical instruments. The EU-Russia PCA and Northern Dimension are seen by the Russian leadership and élites as appropriate frameworks for searching adequate solutions.

It should be noted that in contrast with the past when Kaliningrad was perceived as only a Russian problem now there is a consensus among the regional actors (including Brussels) that Kaliningrad is a problem for the EU and other European organizations too. This means that not only Russian but also the EU policy towards Kaliningrad should be radically revised. This also calls for international/multilateral rather than unilateral efforts and solutions.


Russia and the EU agree in principle that the Union’s enlargement should not entail the rise of dividing lines in Europe and that the freedom of movement of people and goods in the region should be ensured. They support various collaborative projects, including economy, trade, energy security, social system, health care, environment, improving the border and transport infrastructures in Kaliningrad and in the entire Baltic Sea region. They also favour concluding of a special agreement (or a series of agreements) on Kaliningrad to define procedures of trade, transit and border management and to facilitate Oblast’s deeper integration to the European economic and legal space. There are still numerous barriers to reaching such an agreement stemming from the inflexibility of the EU and Russian bureaucracies and legislation as well as from the difference of economic, political and security interests. However, as the recent EU and Russian documents demonstrate, the positive dynamics in the EU-Russian relationship is obvious.

More generally, one of the most important lessons drawn from the Kaliningrad case is that the subregional cooperation is increasingly becoming an important stabilizing factor in Northern Europe (and potentially on the entire continent). Subregionalism offers opportunities for developing Russian democracy and civil society. Subregionalism need not cause the further disintegration of the country. Instead, it serves as a catalyst for successful reforms and international integration. Subregional cooperation facilitates the rise of a mechanism of interdependence in Northern Europe and promotes mutual trust and understanding among the nations. By doing this subregionalism helps to solve local economic, social, political, security and other problems and to prevent the rise of new threats and challenges. If Russia and the EU were able to use the opportunities of subregionalism in full the Kaliningrad Region would become a contact zone, a bridge between different civilizations rather than the place for the Huntingtonian-type ‘clash of civilizations’. 
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Chronology

· 1239: foundation of the Balga castle as the first Teutonic Order fortification on the territory of the region.

· 1255: Königsberg was founded by Teutonians and named in honour of the crusading Bohemian king Otokar II.
· 1283: Crusades completed conquering Prussia.

· 1333: the Cathedral was established on the island of Kneiphof.

· 1339: Königsberg became a member of Hansa, the Trading Union of the Baltic cities

· 1360: first amber workshop was organised in the Königsberg castle.

· 1534: King's library was opened in Königsberg. In 1540 the library became public.

· 1544: foundation of the Königsberg University.

· 1640: the first newspaper was published in Königsberg.

· May 1697: the Russian Emperor Peter the Great visited Königsberg for the first time as a part of the so-called Russia’s the Great Embassy.

· 1701: The Kurfürst of Brandenburg crowned himself King of Prussia.
· 1716: Emperor Peter the Great receives the Amber Study (Amber room) as a present from Friederich Wilhelm I.

· April 22, 1724: Immanul Kant, philosopher, was born in Königsberg (island of Kneiphof). 

· 1756: beginning of the Seven Year War between Prussia and Russia.

· 1757: the Russian army defeated the Prussian troops in the battle at Gross Egersdorf.

· 1758: Russian Army entered Königsberg. The Russian Commander in Chief Alexander Suvorov visited the town.

· 1762: Russian troops left Königsberg.

· 1795: Kant publishes the ‘Perpetual Peace’ treatise.
· 1800: population of Königsberg constituted about 55 thousand people.

· 1805: A meeting of emperors Alexander I and Napoleon took place in Tilzit (now Sovietsk).

· 1807: battle at Preisich Eilau. Battle at Fredland. German troops left Königsberg. Napoleon visited Königsberg.

· 1813: Russian troops entered Königsberg on the shoulders of retreating French.

· 1865: railroad Königsberg - Pillau was opened.

· 1871: Königsberg became a part of Germany within the East Prussia.

· 1892: stadium Walter-Simon-Platz (now the stadium "Baltica") was built.

· 1896: Königsberg Zoo was opened.

· 1914: the First World War began. Russian troops approached the suburbs of Königsberg. Battle of Tannenberg (GrünvaId). The Russian troops were defeated by the German army of the General Gindenburg.

· 1919: In accordance with the Treaty of Versaille Prussia became an independent province of German Weimars Repüblik. Airport Devau was opened in Königsberg.

· 1922: an airline Moscow - Königsberg was initiated.

· 1933: The Nazi came to power in Germany. The Ober-President of the East Prussia V. Kutcher was stood off by Gauleiter E. Koch.

· August 1944: British air raids to Königsberg. The downtown Königsberg is destroyed. 

· April 9, 1945: Königsberg capitulated.

· 1945: according to the Potsdam Conference’s decision, East Prussia is divided between Poland and the Soviet Union. Königsberg has become a part of the RSFSR.

· April 7, 1946: the Decree of the Presidium of the Supreme Soviet of the USSR "On the creation of the Königsberg Region within the RSFSR" was adopted. 

· July 4, 1946: the Decree of the Presidium of the Supreme Soviet of the USSR renamed the city of Königsberg to Kaliningrad, and the Königsberg region into the Kaliningrad region. On 9th December the first newspaper "Kaliningradskaya Pravda" was printed.

· July 9, 1947: the Resolution of the Government "On Assistance in Restoration and Development of the National Economy of the Region" was adopted.

· 1962: sea line Kaliningrad - Gdansk was opened. Beginning of sea communication with Germany, Poland, Finland, and Sweden by the sea-river vessels.

· December 29, 1979: Amber Museum was opened.

· 1980: Concert hall in the restored Kirche of Holy Family was opened.

· 1982: an organ is installed in the Concert Hall.

· 1990: The Kaliningrad Region is opened for foreign visitors.

· September 1991: Yuri Matochkin is appointed a head of the regional administration.

· November 1991: President Boris Yeltsin issued a decree granting the city of Kaliningrad a status of a free economic zone (FEZ). 

· 1993: the Kaliningrad Region joined the Baltic Sea States Subregional Co-operation.

· 1993: Kaliningrad and Baltiisk joined the Union of the Baltic Cities.

· July 7, 1993: first regular air lines Kaliningrad -Berlin, Hamburg, Hannover, Dusseldorf, Copenhagen, Stuttgart were opened.

· November 18, 1993: the Russian-Lithuania agreement on military transit.

· 1994: the European Parliament passed a resolution that suggested providing Kaliningrad with international status.

· 1994: TACIS identified the Kaliningrad Region as an important priority for its projects.

· June 24, 1994: EU-Russia Partnership and Co-operation Agreement is signed (entered into force in 1997).

· October 1994: the Russian Security Council adopts ‘A Concept of the Federal Policy With Regard to the Kaliningrad Region of the Russian Federation’.
· May 18, 1995: Presidential decree on social and economic development of the Kaliningrad Region.
· 1995: A Russian-Polish Council on Co-operation of Regions of North-Western Poland with the Kaliningrad Oblast was established; the Special Protocol to the Interim Russian-Lithuanian Agreement on Mutual Trips of Citizens entered into force.
· January 12, 1996: Agreement on delimitating the matters of control and powers between the bodies of state authority of the Russian Federation and the bodies of state authority of the Kaliningrad Region is signed.

· January 22, 1996: the Federal Law “On the Special Economic Zone in the Kaliningrad Region” is signed by President Yeltsin.
· October 1996: gubernatorial election in Kaliningrad. Leonid Gorbenko is elected.

· September 1997: the Finnish initiative on the EU’s Northern Dimension launched in Rovaniemi. 

· September 1997: the US Northern European Initiative was launched in Bergen, Norway.

· September 29, 1997: the federal programme of developing of the Kaliningrad SEZ for 1998-2005 is adopted by the Russian Government.
· October 1997: the Russian-Lithuanian border treaty signed.

· December 1997: the Kaliningrad Special Defence District is abolished.
· 1998 - Danish and Swedish Consulates and the branch of the Belarus Embassy were opened in Kaliningrad.

· 1998: the Baltica Euroregion (with participation of the Kaliningrad Oblast) is launched.

· November 25, 1998: in its communication the European Commission recommended to put the EU-Russia co-operation on Kaliningrad into the Northern Dimension’s context.

· 1999: Kaliningrad received a honorary flag of the European Council.

· 1999: the Saule Euroregion is established.

· June 4, 1999: the EU summit in Cologne; the guidelines and the EU Common Strategy on Russia are approved.

· August 1999: the Russian discussion paper on Moscow’s concerns with the EU enlargement. 

· October 1999: the branch of the BMW is open in Kaliningrad.

· October 1999: the EU-Russia summit in Helsinki. President Putin delivers a “Medium Term Strategy for development of Relations Between the Russian Federation and the EU.” Kaliningrad is mentioned as a ‘pilot region’.

· November 1999: the first ministerial conference on the Northern Dimension, Helsinki.

· December 1999: the European Council, Helsinki, invited the European Commission to draft an Action Plan for the Northern Dimension.

· February 10, 2000: the Russian-Lithuanian Nida initiative on co-operation on Kaliningrad. 

· May 13, 2000: the North-Western Federal District is established by President Putin; Kaliningrad became a part of this District.

· May 17-18, 2000: Denmark hosted a EU-Russia conference on the Northern Dimension and Kaliningrad.
· June 2000: the EU Feira summit. The First Action Plan on Northern Dimension is adopted; the European Commission is invited to prepare a full report on the Northern Dimension activities.

· November 2000: Admiral Vladimir Yegorov was elected the Governor of the region.

· December 2000: TACIS office is established in Kaliningrad.

· January 17, 2001: the European Commission’s Discussion Paper on Kaliningrad. 

· March 2001: President Putin’s meetings with the EU leaders in Stockholm; support for the Northern Dimension co-operation and the EU-Russia dialogue on Kaliningrad are demonstrated.

· March 2001: the Lithuanian President Valdas Adamkus’ visit to Russia.

· March 22, 2001: a new “Concept of Federal Social-Economic Policy Towards the Kaliningrad Oblast” was discussed at the meeting of the Russian Cabinet.
· April 2001: the second ministerial conference on the Northern Dimension, Luxembourg.

· April 2001: a Guide to brining INTERREG and TACIS funding together and an inventory of current activities under the Northern Dimension initiative were approved by the European Commission. 
· May 2001: the EU-Russia summit, Moscow.

· June 11-12, 2001: the Luxembourg meeting of the Council of the EU. The progress of the EU-Russia dialogue on Kaliningrad is reviewed; the European Commission is invited to present a comprehensive report on Kaliningrad.

· June 15-16, 2001: EU Göteborg summit. The full report on the Northern Dimension activities is approved.

· June 2001: the European Commission established a EU information centre in the Kaliningrad State University.

· July 26, 2001: the Russian Security Council had a special meeting on Kaliningrad; deputy of the presidential envoy in the North-Western District was appointed to coordinate activities of the federal bodies in the Oblast.
· October 2001: Russia-EU summit in Brussels.
· October 2001: the NATO Parliamentary Assembly issued a report on the prospects of democratic reforms in the Kaliningrad Region.
· December 7, 2001: the Russian government adopted a Federal Task Programme on Development of the Kaliningrad Region for the Period up to 2010.
· December 13, 2001: the State Duma passed a resolution on Kaliningrad.
· March 2002: members of the Committee on the Civil Dimension of Security of the NATO Parliamentary Assembly visited Kaliningrad; a secretariat report was published in late April.

· March 2002: Council of the Baltic Sea States’ meeting in Svetlogorsk (Kaliningrad Region).
· April 2002: the Council of the Federation of the Russian Parliament set up a special commission on the EU and Kaliningrad.
· April 2002: the Russian Prime Minister Mikhail Kassianov’s visit to Brussels, a memo on transit corridors via Lithuania and Poland has been handed over to Romano Prodi.
· April 24-27, 2002: the Eurofaculty conference on internationalisation of higher education hosted by the Kaliningrad State University.

· April 25, 2002: the European Parliament’s Committee on Foreign Affairs, Human Rights, Common Security and Defence Policy published a report on Kaliningrad in response to the European Commission communication of January 17, 2001.
· April 15, 2002: EU-Russia Co-operation Committee meeting in Svetlogorsk. The European Commission rejects Russian proposal on transit corridors via Lithuania and Poland.

· May 29, 2002: EU-Russia summit in Moscow. The parties failed to reach a compromise on the visa/transit issues.

· November 11, 2002: EU-Russia summit in Brussels. Joint Statement on transit between the Kaliningrad Region and the rest of the Russian Federation signed; the FTD system suggested.
· December 17-18, 2002: Russia and Lithuania have reached an agreement that allowed the Kaliningraders and Lithuanian citizens to obtain a one-year multiple free of charge visa to visit each other. In addition, Russia, EU and Lithuania agreed to introduce an easy and simple customs procedure for the transit of goods to and from Kaliningrad by road and rail across EU territory.
· March 2003: a special €25 million programme on Kaliningrad socio-economic development adopted (in the framework the TACIS National Indicative Programme, 2004-2006). 
· May 21, 2003: the Russian State Duma has ratified the Russian-Lithuanian border treaty.

· June 2003: The Russian-Lithuanian agreement on readmission signed.

· June 2003: the Second Northern Dimension Action Plan for 2004-2006 adopted.

· July 1, 2003: the FTD system introduced.
· April 27, 2004: the protocol to the EU-Russia PCA signed to settle trade/customs problems emerging from EU enlargement. 
· May 1, 2004: 10 Central and East European countries (including Poland and the Baltic states) joined the EU.

DOCUMENTS

Document 1

THE RUSSIAN FEDERATION FEDERAL STATUTE

On the Special Economic Zone in the Kaliningrad Region

Adopted by the State Duma on November 15, 1995

Approved by the Federation Council on January 5, 1996

The present Statute provides the legal and economic foundations for the establishment and operation of the Special Economic Zone in the Kaliningrad Region, with account taken of the unique geographical position and importance thereof for the national interests of the Russian Federation. This Statute is aimed at providing favourable conditions for the socio-economic development of the Russian Federation and the Kaliningrad Region.

CHAPTER 1. GENERAL

Article 1. The Concept of the Special Economic Zone in the Kaliningrad Region. The Objectives of Its Establishment

The special economic zone in the Kaliningrad Region (hereinafter referred to as the Special Economic Zone) shall be established within the limits of the whole territory of this Region, excluding the territories of objects having defensive and strategic importance for the Russian Federation, militarу bases, militarу units, defence industry installations, as well as oil-and-gas production projects of the extracting industries on the continental shelf of the Russian Federation and in the exclusive economic zone of the Russian Federation.

The Special Economic Zone shall be established in accordance with the present Federal Statute. The Special Economic Zone shall be developed on the basis of the Federal State Programme for the Development of the Special Economic Zone, to be approved by the Government of the Russian Federation upon proposal by the bodies of the state authority of the Kaliningrad of Region.

The Special Economic Zone shall have a special, preferential as compared to the general one, treatment status with regard to investments and business activity, including external economic and investment activities.

The Special Economic Zone shall form a part of the state and customs territory of the Russian Federation. With respect to the collection of customs duties and other charges (including taxes) to be paid upon customs clearance of imported and exported goods the Special Economic Zone shall be deemed as having the status of a customs free zone with special features prescribed by the present Federal Statute.

Article 2. Legal Protection by the State of Investments and Business Activity in the Special Economic Zone

Investments and business activity in the Special Economic Zone shall be under the legal protection of the state, as provided by the Constitution of the Russian Federation, the present Federal Statute, other federal statutes and other regulatory legal enactments of the Russian Federation, international agreements of the Russian Federation, laws and other regulatory legal enactments of the Kaliningrad of Region.

Article 3. Powers of the Kaliningrad Regional Duma and the Administration of the Kaliningrad Region with Respect to the Special Economic Zone

The Kaliningrad Regional Duma, as a legislative (representative) body of the subject of the Russian Federation, and the Administration of the Kaliningrad Region shall exercise powers over matters of the operation of the Special Economic Zone pursuant to the Charter (Basic Law) of the Kaliningrad Region.

The Administration of the Kaliningrad Region shall perform the functions of the Administration of the Special Economic Zone in conformance with the present Federal Statute, other federal laws and other regulatory legal enactments of the Russian Federation, laws and other regulatory legal enactments of the Kaliningrad Region. It shall coordinate the promotion of Russian and foreign investments for the realization of zonal investment projects and business activity.

The Administration of the Special Economic Zone (hereinafter referred to as the Administration) shall be entitled, subject to the legislation of the Russian Federation, to make civil-law contracts and enter into other civil-law relations with Russian and foreign investors, other Russian and foreign businessmen in the Special Economic Zone.

CHAPTER II. TREATMENT OF INVESTMENTS AND BUSINESS ACTIVITY IN THE SPECIAL ECONOMIC ZONE

Article 4. Legal Regulation of Investments and Business Activity in the Special Economic Zone

Profit-making organizations engaged in any type of business activity (industrial, building construction, intermediate trade and other) based wholly or partially on foreign investments shall be formed, liquidated and shall carry out their activity following the procedure prescribed by the legislation of the Russian Federation.

Natural persons acting as individual non-corporate enterprises shall also, in carrying out their activity, comply with the requirements of the Russian Federation legislation. State registration of legal entities and individual enterprises shall be effected by the bodies of justice of the Kaliningrad Region pursuant to the procedure provided by the legislation of the Russian Federation.

Representations and branches of foreign legal entities shall be opened in the Special Economic Zone subject to permission to be granted by the Administration in compliance with the requirements of the Russian Federation legislation.

No licensing of business activities in the Special Economic Zone shall be required, except for cases stipulated by the Russian Federation legislation.

The federal bodies of executive authority may, upon agreement with the Administration, delegate to the Administration their powers for licensing particular kinds of business activity, other than activities in the following fields:

1. defence industry, manufacture of arms and military equipment, trade in arms and military equipment; 

2. production of fissile materials, poisons, explosives, toxic, psychotropic and narcotic substances, biologically and genetically active substances and trade in the said materials and substances; 

3. generation, transmission of and trade in electric power; 

4. extraction and processing of precious metals, precious and semiprecious stones and trade therein (processing of and trade in amber and objects made of amber shall be subject to the agreements between the Government of the Russian Federation and the Administration); 

5. production of oil and gas in areas of federal significance; 

6. transportation and communications; 

7. mass media, cinema film distribution and cinema film industry.

Article 5. Contractual Character of Relationships in the Field of Investments Promotion in the Special Economic Zone

The Administration shall, under the present Federal Statute and the Federal State Programme for the Development of the Special Economic Zone, consider applications by Russian and foreign investors for the implementation of zonal investment projects and shall enter into contracts therewith for the implementation of the said projects subject to the requirements of the Russian Federation legislation.

The Administration shall be entitled to hold tenders (bids, auctions), and, in exceptional cases, particularly when seeking investments into unique technologies and equipment, to conduct direct negotiations with individual Russian and foreign investors and businessmen for the conclusion of contracts on the implementation of zonal investment projects.

The Administration shall be entitled to transfer, on lease contract terms, the property, including real estate, owned by the Kaliningrad Region as a subject of the Russian Federation, for use by Russian and foreign businessmen in compliance with the Russian Federation legislation. The rules of using objects in federal ownership shall be established by the Government of the Russian Federation with consideration for the specific character of carrying on business in the Special Economic Zone.

The Administration shall keep a register of contracts referred to in the first, second and third paragraphs of this Article and set the rules of filing and deliberating applications for the implementation of zonal investment projects.

The right to use land on the territory of the Special Economic Zone shall be granted to foreign natural and legal persons, to international organizations (associations) involving Russian and foreign natural and legal persons, exclusively on grounds of lease contracts (without the right of buying out). Such contracts shall be made at market rent rates for the lease of land, with obligatory consideration for the interests of the residents of the Kaliningrad Region, factors of rational land use, preservation and amelioration of the natural environment; these contracts shall be subject to registration by the bodies of a state authority of the Kaliningrad Region.

Article 6. Methods of Making Investments

Investments in the Special Economic Zone shall be made by the methods provided for in the legislation of the Russian Federation and the international agreements of the Russian Federation.

CHAPTER III. CUSTOMS REGULATION IN THE SPECIAL ECONOMIC ZONE

Article 7. Customs Treatment in the Special Economic Zone

The Special Economic Zone shall have the customs treatment status of a customs free zone with the following particulars:

1. goods manufactured in the Special Economic Zone (as attested by a Certificate of Origin) intended for export to other countries shall be exempted from customs duties and other charges (excepting customs fees) collected upon customs clearance of goods. The above-mentioned goods shall not be subject to measures of economic policy (measures for the non-tariff state regulation of the foreign trade activity); 

2. goods imported from other countries into the Special Economic Zone shall be exempted from import customs duties and other charges (excepting customs fees) collected upon customs clearance of goods. Certain kinds of goods and services may be subject to measures of economic policy (measures for quantitative state regulation of the foreign trade activity); 

3. goods manufactured in the Special Economic Zone(as attested by a Certificate of Origin) and brought into the rest of the Russian Federation's customs territory (as well as into the territory of the Customs Union) shall be exempted from import customs duties and other charges (excepting customs fees) collected upon customs clearance of goods. The above-mentioned goods shall not be subject to measures of economic policy (measures for the non-tariff state regulation of the foreign trade activity); 

4. goods imported from other countries into the Special Economic Zone and brought afterwards into the rest of the Russian Federation's customs territory, as well as into the territory of the Customs Union (excepting goods processed in the Special Economic Zone and deemed to have been produced in the Special Economic Zone), shall be liable to import customs duties and other charges collected upon customs clearance of goods. The above-mentioned goods may be subject to measures of economic policy (measures for non-tariff state regulation of the foreign trade activity); 

5. goods imported from other countries into the Special Economic Zone and exported afterwards to foreign countries (either with or without processing of the goods) shall not be liable to customs duties and other charges upon customs clearance of goods, and no quantitative restrictions on the importation and exportation of the said goods shall be applied.

The procedure for qualifying goods as originating from the Special Economic Zone shall be established by the Administration in conjunction with the State Customs Committee of the Russian Federation.

The goods shall be deemed to have been produced in the Special Economic Zone provided that the proportion of value added by the processing (re-processing) thereof accounts for at least 30 percent, or at least 15 percent for goods classed as electronic apparatus or sophisticated home appliances, and the processing (re-processing) thereof entails a change in the goods' code under the customs classification. The procedure for qualifying goods classed as sophisticated home appliances as originating from the Special Economic Zone shall be established by the State Customs Committee of the Russian Federation upon proposal by the Administration.

The Administration shall be entitled to introduce, in coordination with the Government of the Russian Federation, additional restrictions on the customs free zone status and exceptions from this status, aimed at protecting the local manufacturers of goods (works, services).

Article 8. Transit of Goods via the Territory of the Special Economic Zone

Transit of goods via the territory of the Special Economic Zone shall be regulated by the legislation of the Russian Federation and international agreements of the Russian Federation. No value-added tax shall be levied on proceeds from the performance of services for transporting, loading, unloading, reloading and storing goods while transporting and transhipping same from the Special Economic Zone to the rest of the Russian Federation's customs territory and from the rest of the Russian Federation's customs territory to the Special Economic Zone.

Article 9. Customs Clearance and Customs Control

Particulars of the customs clearance of goods, including means of transportation, and of the customs control over the movement of goods, including means of transportation, from the Special Economic Zone and to the Special Economic Zone shall be established in accordance with the Customs Code of the Russian Federation and the present Federal Statute.

CHAPTER IV. TAXATION IN THE SPECIAL ECONOMIC ZONE

Article 10. Tax privileges

Russian and foreign investors and businessmen shall be granted tax privileges in accordance with the tax legislation of the Russian Federation and that of the Kaliningrad Region.

CHAPTER V. BANKS AND BANKING IN THE SPECIAL ECONOMIC ZONE

Article 11. Operation of Russian Banks

Russian banks shall operate in the Special Economic Zone under the procedure established by the legislation of the Russian Federation on banks and banking.

Article 12. Operation of Foreign Banks

Foreign banks shall operate in the Special Economic Zone in compliance with the legislation of the Russian Federation subject to a license duly issued by the Central Bank of the Russian Federation, and pursuant to the national regulation of banking in the Russian Federation.

Article 13. Special Conditions of Operation of Russian and Foreign Banks in the Special Economic Zone

The Administration, in coordination with the Government of the Russian Federation and the Central bank of the Russian Federation, shall be entitled to establish privileges for Russian and foreign banks in connection with the activities thereof for the implementation of the Federal State Programme for the Development of the Special Economic Zone.

Article 14. Settlement Operations

Russian and foreign natural and legal persons shall be entitled to choose, for effecting settlements under their transactions, among banks and other credit institutions operating on the territory of the Special Economic Zone.

CHAPTER VI. EXCHANGE REGULATION AND EXCHANGE CONTROL IN THE SPECIAL ECONOMIC ZONE

Article 15. Exchange Regulation

The right of ownership and other rights of natural and legal persons in currency assets shall be exercised in the Special Economic Zone pursuant to the procedure stipulated by the legislation of the Russian Federation.

The procedure for the compulsory sale of foreign exchange by the residents at the domestic exchange market of the Russian Federation shall not be applicable to foreign exchange earnings from exports of goods (works, services) and from the results of intellectual activity gained on the territory of the Special Economic Zone.

Transactions in foreign exchange shall be regulated by the Central Bank of the Russian Federation and the Government of the Russian Federation in compliance with the legislation of the Russian Federation on exchange regulation and exchange control.

Article 6. Remittance of Dividends and Repatriation of Capital

Remittances of dividends and repatriation of capital from the territory of the Special Economic Zone by foreign investors may be effected freely in accordance with the legislation of the Russian Federation and international agreements of the Russian Federation.

Article 17. Exchange Insurance

Russian and foreign natural and legal persons shall have the right to involve Russian or foreign insurance companies (insurers) for all types of insurance transactions in Russian or foreign currency, including insurance against export risks. For this purpose, insurance transactions shall be made exclusively by the insurers duly licensed, in accordance with the legislation of the Russian Federation, for carrying on insurance activity on the territory of the Russian Federation.

Article 18. Сurrency of Payments

All payments in the Special Economic Zone shall be effected only in the currency of the Russian Federation.

Article 19. Exchange Control

Exchange control in the Special Economic Zone shall be exercised by the Central Bank of the Russian Federation, as well as by the Government of the Russian Federation and by the agent banks for exchange control following the procedure established by the legislation of the Russian Federation.

Article 20. Investment Activity of Profit-Making Organizations Established in the Special Economic Zone, on Territories of Foreign States

Investment activity of profit-making organizations established in the Special Economic Zone pursuant to Article 4 of the present Federal Statute, on territories of foreign states, shall be subject to approval in accordance with the legislation of the Russian Federation.

CHAPTER VII. THE FEDERAL STATE PROGRAMME FOR THE DEVELOPMENT OF THE SPECIAL ECONOMIC ZONE

Article 21. The Federal State Programme for the Development of the Special Economic Zone

The Government of the Russian Federation shall approve the Federal State Programme for the Development of the Special Economic Zone to provide for priority allocation, on an annual basis, of funds from the federal budget for the special federal, interregional and regional projects to be financed, and primarily those related to the stationing and activities of troops and organizations of the federal bodies of executive authority involving military service in accordance with the legislation of the Russian Federation.

In the course of development of the Special Economic Zone issues of construction and reconstruction of the infrastructure facilities used in the interests of defence and security shall be subject to prior coordination with the appropriate federal bodies of executive authority.

CHAPTER VIII. THE PROCEDURE FOR ENTRY, EXIT AND STAYING ON THE TERRITORY OF THE KALININGRAD REGION. SOCIAL AND LABOUR RELATIONS

Article 22. The Procedure for Entry, Exit and Staying on the Territory of the Kaliningrad Region

The procedure for entry in, exit from and staying on the territory of the Kaliningrad Region of foreign citizens and stateless persons shall be governed by the legislation of the Russian Federation and international agreements of the Russian Federation.

A uniform procedure for the registration of citizens of the Russian Federation, foreign citizens, persons with dual citizenship and stateless persons, in accordance with the present Federal Statute and other regulatory legal enactments of the Russian Federation, shall be operative on the territory of the Kaliningrad Region.

The bodies of state authority of the Kaliningrad Region shall be vested, for the purposes of economic security, with the right to independently introduce restrictions on certain categories of foreign citizens and stateless persons as to the term and place of staying in the Kaliningrad Region. These restrictions, however, must not infringe the human rights and freedoms guaranteed by the legislation of the Russian Federation and by the international agreements of the Russian Federation.

The bodies of state authority of the Kaliningrad Region shall provide preferential conditions for migration to the territory of the Kaliningrad Region and settlement on this territory of persons currently residing or staying on the territory of Lithuania, Latvia or Estonia who were heretofore citizens of the Union of Soviet Socialist Republics and whose native language is Russian.

Article 23. Social and Labour Relations in the Special Economic Zone

Matters of hiring, dismissal, work and leisure periods, conditions and rating of work, social guarantees and compensations shall be regulated by collective agreements and individual contracts in accordance with the labour legislation of the Russian Federation.

Earnings in foreign currency received by a foreign employee may, where such employee so desires, be freely remitted, upon payment of taxes, beyond the limits of the Russian Federation's territory, and earnings of this kind received by a Russian employee may be remitted beyond the limits of the Russian Federation's territory subject to the legislation of the Russian Federation on exchange regulation and exchange control.

CHAPTER IX. OTHER PROVISIONS

Article 24. International Agreements of the Russian Federation Involving Issues of the Kaliningrad Region

International agreements of the Russian Federation involving issues of the Kaliningrad Region shall be concluded in accordance with the Federal Statute "On international agreements of the Russian Federation" in coordination with the bodies of state authority of the Kaliningrad Region.

International agreements of the Russian Federation involving issues of the Kaliningrad Region are to contain provisions reaffirming the existing status of the Kaliningrad Region as an integral part of the Russian Federation.

Article 25. Agreements of the Kaliningrad Region with Administrative-Territorial Units of Foreign States

The Kaliningrad Region, as represented by the authorized bodies of state authority thereof, shall be entitled to enter into agreements on economic, scientific and technological, cultural and sports co-operation with administrative-territorial units of foreign countries including states, provinces, cantons and lands.

The agreements referred to in the first paragraph of this article:

1. shall not run counter to the legislation of the Russian Federation and international agreements of the Russian Federation; 

2. are to contain provisions reaffirming the existing status the Kaliningrad Region as an integral part of the Russian Federation; 

3. cannot be deemed as international agreements of the Russian Federation; 

4. shall be subject to mandatory registration by the Ministry of Foreign Affairs of the Russian Federation under the procedure established by the President of the Russian Federation; 

5. shall not become effective before the day of the registration thereof by the Ministry of Foreign Affairs of the Russian Federation.

Article 26. Liquidation of the Special Economic Zone

Liquidation of the Special Economic Zone shall be carried out pursuant to a federal statute to be adopted on the initiative of the Government of the Russian Federation, in the event of:

1. failure to accomplish the goals and objectives stipulated by the present Federal Statute; 

2. incompatibility of the operation of the Special Economic Zone with the vital interests of the Russian Federation.

Should the federal statute on the liquidation of the Special Economic Zone be passed, the Government of the Russian Federation shall set the procedure and terms for the liquidation of the Special Economic Zone subject to the legislation of the Russian Federation and international agreements of the Russian Federation, including those on the protection of the lawful rights and interests of Russian and foreign businessmen and investors.

For entities referred to in Article 4 of the present Federal Statute and established in the Special Economic Zone after entry into force of the present Federal Statute, the conditions for business activity, as provided by the present Federal Statute, shall persist for a period of three years after the date of entry into force of the federal statute on the liquidation of the Special Economic Zone.

Article 27. Entry into Force of the Present Federal Statute

The present Federal Statute shall enter into force as of the date of its official publication.

Article 28. Harmonization of Other Regulatory Legal Enactments of the Russian Federation with the Present Federal Statute

The President of the Russian Federation shall hereby be proposed, and the Government of the Russian Federation shall hereby be instructed, that their respective regulatory legal enactments be brought into harmony with the present Federal Statute within a period of three months of the date of entry thereof into force.

The Kremlin, Moscow

January 22, 1996

No. 13-ФЗ
Source: 
Document" 

http://www.gov.kaliningrad.ru/en_sez.php3  

Document
 2

AGREEMENT

on delimitating the matters of control and powers between the bodies of state authority of the Russian Federation and the bodies of state authority of the Kaliningrad Region

· Taking into account the unique geographical situation of the Kaliningrad Region and its significance for the national interests of the Russian Federation, 

· aspiring to establish conditions for the stable socioeconomic development of the Kaliningrad Region, expansion of foreign economic activity and strengthening of the economic links thereof with the other subjects of the Russian Federation, 

· being guided by the Constitution of the Russian Federation, the current legislation of the Russian Federation and of the Kaliningrad Region, the Agreement as follows is made: 

Article 1

The present Agreement delimitates the powers of the federal bodies of state authority and those of the bodies of state authority of the Kaliningrad Region over the matters under joint control and also regulates the functioning of the bodies of state authority in respect to the following matters under the control of the Russian Federation and the Kaliningrad Region: 

a) matters of goods and passenger transit by all means of transport into/out of the Kaliningrad Region; 

b) restructuring of the Kaliningrad Region economy, setting-up of an international transport junction, a trade centre and a finance centre on the territory of the Kaliningrad Region; 

c) operation of the special economic zone in the Kaliningrad Region, the Administration thereof and operation of the customs free zones; 

d) matters of the customs tariff policy of the Russian Federation on the territory of the Kaliningrad Region and those of the interbudget relations; 

e) normative regulation of migration to the territory of the Kaliningrad Region to warrant the preservation of the socio-economic and political stability in the exclave subject of the Russian Federation; 

f) delimitation of the state property and establishment of procedures for the realization of the released military property and for the use of land, 

g) establishment of a procedure for the tenure, utilization and disposal of the mineral wealth and natural resources; 

h) matters of the social protection of servicemen, officers of the bodies of internal affairs, as well as retired military and internal affairs officers and members of their families; 

i) development of the foreign economic relations and promotion of the foreign economic activity of the subjects of the Russian Federation, conducted via the territory of the Kaliningrad Region; 

j) establishment of a procedure for the supply of power resources and petroleum to the Kaliningrad Region; 

k) matters of taking action for fighting extreme situations on the territory of the Kaliningrad Region and eliminating the consequences thereof. 

Article 2

For the purposes of implementing the present Agreement, indemnifying the business entities and citizens located on the territory of the Kaliningrad Region for the additional losses resulting from the exclave position thereof, the bodies of state authority of the Russian Federation shall: 

a) establish customs free zones in the Kaliningrad Region with the following special provisions to be stipulated by the federal law: 

1) goods manufactured in a customs free zone of the Kaliningrad Region and exported to other countries, shall be exempted from customs duties and other charges (excepting customs fees) collected upon customs clearance of goods. The above-mentioned goods shall not be subject to measures of economic policy (measures for the non-tariff state regulation of the foreign trade activity); 

2) goods imported from other countries into a customs free zone of the Kaliningrad Region, shall be exempted from import duties and other charges (excepting customs fees) collected upon customs clearance of goods. Certain kinds of goods and services may be subject to measures of economic policy (measures for quantitative state regulation of the foreign trade activity); 

3) goods manufactured in a customs free zone of the Kaliningrad Region and brought into the rest of the Russian Federation's customs territory (as well as into the territory of the Customs Union) shall be exempted from import customs duties and other charges (excepting customs fees) collected upon customs clearance of goods. The above-mentioned goods shall not be subject to measures of economic policy (measures for the non-tariff state regulation of the foreign trade activity); 

4) goods imported from other countries into a customs free zone of the Kaliningrad Region and brought afterwards into the rest of the Russian Federation's customs territory or into the territory of the Customs Union (excepting goods processed in a customs free zone of the Kaliningrad Region and deemed to have been produced in a customs free zone of the Kaliningrad Region), shall be liable to import customs duties and other charges collected upon customs clearance of goods. The above-mentioned goods may be subject to measures of economic policy (measures for non-tariff state regulation of the foreign trade activity); 

5) goods imported from other countries into a customs free zone of the Kaliningrad Region and exported afterwards to foreign countries (either with or without processing of the goods) shall not be liable to customs duties and other charges when the customs clearance of goods is performed and no quantitative restrictions on the importation and exportation of the said goods shall be applied. 

The procedure for determining the origin of the goods from a customs free zone of the Kaliningrad Region shall be established by the Government of the Russian Federation in coordination with the Administration of the Kaliningrad Region. The goods shall be deemed as produced in a customs free zone of the Kaliningrad Region provided that the proportion of value added by the processing (re-processing) thereof accounts for at least 30 percent, or at least 15 percent for goods classed as electronic apparatus or sophisticated domestic appliances, and the processing (re-processing) thereof entails a change in the goods' code under the customs classification. The procedure for determining the origin of the goods, classed as electronic apparatus or sophisticated domestic appliances, from a customs free zone of the Kaliningrad Region shall be established by the State Customs Office of the Russian Federation upon suggestion by the Administration of the Kaliningrad Region. The Government of the Russian Federation, on suggestion by the Administration of the Kaliningrad Region, shall be entitled to introduce additional restrictions on the customs free zone status and exceptions from this status, aimed at protecting the local manufacturers of goods (works, services). Decisions on the establishment of customs free zones, their borders and customs treatment shall be taken by the Government of the Russian Federation, on suggestion of the Administration of the Kaliningrad Region, in accordance with the federal legislation; 

b) provide compensation for additional costs to legal and natural persons, located (residing) in the Kaliningrad Region or in other regions of the Russian Federation, when the latter are engaged in transit of goods into/out of the Kaliningrad Region, carried out by all types of transport, as well as to legal persons and citizens of the Russian Federation, exporting and importing goods via the territory of the Kaliningrad Region.
The procedure for the indemnification for additional costs of legal and natural persons engaged in transit of goods into/out of the Kaliningrad Region and transit via the territory of the Kaliningrad Region shall be established by the Government of the Russian Federation; 

c) develop, on suggestions by the bodies of state authority of the Kaliningrad Region, and adopt federal regulatory enactments, as well as conclude international treaties of the Russian Federation and enter into intergovernmental agreements on matters of control specified in Article 1 of the present Agreement; 

d) develop, in conjunction with the bodies of executive authority, and approve, in compliance with the established procedure, federal purpose-oriented programmes for the Kaliningrad Region, including programmes for the socioeconomic development of the resort and recreational areas, including the territory of the national natural park "Kurshskaya Kosa" and lake Vishtynets; 

e) finance priority projects as part of the federal objectives for the socioeconomic development of the Kaliningrad Region on the basis of federal purpose-oriented programmes approved pursuant to the established procedure; 

f) handle the matters of entry, exit and staying on the territory of the Kaliningrad Region, to ensure the preservation of the socioeconomic and political stability in the exclave subject of the Russian Federation, protection of the countrymen's rights and observance of the international commitments of the Russian Federation; 

g) coordinate the activity of the subjects of the Russian Federation interacting with the Kaliningrad Region on issues relevant to this Agreement. 

The matters of establishment and operation of the Administration of the Special Economic Zone in the Kaliningrad Region, including the procedure for performing by the Administration of the Kaliningrad Region of specific functions of the Administration of the Special Economic Zone and the Kaliningrad Region, shall be governed by the President of the Russian Federation pursuant to the federal law. 

Article 3

For the purposes of implementing the present Agreement the bodies of state authority of the Kaliningrad Region shall: 

a) participate in the preparation of draft federal laws and other regulatory legal enactments on matters of control specified in Article 1 of the present Agreement; 

b) handle, in accordance with the federal legislation and this Agreement, matters of migration to the territory of the Kaliningrad Region, and render assistance to migrants to the territory of the Kaliningrad Region, who were heretofore citizens of the Union of Soviet Socialist Republics and currently reside or stay on the territory of Lithuania, Latvia or Estonia; 

c) participate in the establishment of the Special Economic Zone in the Kaliningrad Region, provide for the operation of the Administration thereof and carry out certain functions of the Special Economic Zone Administration in accordance with the federal legislation; 

d) participate in the development and realization of the federal purpose-oriented programmes, referred to in Article 2 of the present Agreement; e) conclude, within the competence thereof, agreements with subjects of the Russian Federation, as well as with administrative-territorial units, ministries and departments of the Russian Federation and of foreign states; 

e) adopt, on the basis of federal statutes, the laws of the Kaliningrad Region and other regulatory legal enactments on matters under joint control referred to in Article 1 of the present Agreement; 

f) finance priority projects for the socioeconomic development of the Kaliningrad Region on the basis of regional purpose-oriented programmes approved pursuant to the established procedure. 

Article 4

For the purposes of delimiting powers between the bodies of executive authority of the Russian Federation and the bodies of the executive authority of the Kaliningrad Region over matters under joint control, as laid down in Article 72 of the Constitution of the Russian Federation and defined by the present Agreement, the bodies of the executive authority of the Russian Federation and the bodies of the executive authority of the Kaliningrad Region shall conclude agreements on delimitation of powers over individual matters under joint control. 

Agreements on delimitation of powers over matters under joint control may be signed at any time after signing of the present Agreement and shall form an integral part thereof. 

Article 5

Disputes and disagreements that may arise out of pursuance of the present Agreement, as well as disputes over competence between the bodies of state authority of the Russian Federation and the bodies of state authority of the Kaliningrad Region, shall be settled by way of conciliatory procedures or through the procedure prescribed by the Constitution of the Russian Federation and the legislation of the Russian Federation. 

Article 6

For the purposes of implementing the present Agreement the bodies of state authority of the Russian Federation and the bodies of state authority of the Kaliningrad Region may set up joint commissions and other working bodies. 

Article 7

The present Agreement cannot be modified and/or amended in a unilateral manner. 

Article 8

The present Agreement comes into force as from the date of its official publication. Upon coming into force of the present Agreement the agreements and covenants made heretofore between the bodies of state authority of the Russian Federation and the bodies of state authority of the Kaliningrad Region shall be effective inasmuch as they are not at variance with the present Agreement. 

Executed in Moscow on January 12, 1996 in duplicate, both copies being equally valid.

Source: http://www.gov.kaliningrad.ru/en_php3 
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Brussels, November 25, 1998

COM/98/0589 Final

COMMUNICATION FROM THE COMMISSION

A NORTHERN DIMENSION FOR THE POLICIES OF THE UNION

(Excerpts)

I. Introduction

1. The European Council meeting, which took place in Luxembourg on 12-13 December 1997, took note of “the Finnish proposal concerning a Northern Dimension for the policies of the Union and requested the Commission to submit an interim report on this subject at a forthcoming European Council meeting in 1998”. This report constitutes the Commission’s response to that request…

IV. Guidelines and Operational Recommendations

…

B. Operational Recommendations

…

d) Cross Border Co-operation

40. Further programmes of technical assistance and investment within TACIS and PHARE with provisions for projects spanning the Russia-Baltic and Russia-Poland borders as well as borders between the Community and its partner countries should continue to be considered, allowing for close co-operation with EU member states, e.g., within INTERREG.

41. Programmes of technical assistance devoted to promoting customs co-operation, future administration training and co-operation in the fight against organised crime should be considered through cross-border co-operation programmes, for border areas i.a. for the Kaliningrad region of the Russian Federation.

Source: <http://europa.eu.int/comm/external_relations/north_dim/doc/ com1998_0589en.pdf>

Document 4

Conclusions adopted by the Council on 31 May 1999

FOR THE POLICIES OF THE EUROPEAN UNION

9034/99, Brussels, 7 June, 1999

(Excerpt)

2. The Council notes that significant differences in development opportunities and living standards existing in the northern regions bordering the EU, increasing interdependence between the enlarging European Union and Russia, the strategic importance and economic potential of these northern regions, as well as the environmental conditions pose important challenges for the EU policies. These challenges are addressed by the concept of the Northern Dimension which covers the following geographical area: from Iceland on the West across to North-West Russia, from the Norwegian, Barents and Kara Seas in the North to the Southern coast of the Baltic Sea. The geographic focus of the Northern Dimension concept is understood to be on the countries bordering the Baltic Sea and on the North/West Russian regions, as well as Kaliningrad.

The Council considers that the Northern Dimension for the policies of the EU can provide added value through better co-ordination and complementarity of Community and Member States programmes as well as through increased synergies, improving thereby the visibility, the effectiveness and the cohesion of EU’s policies and that of its Member States.

The Council considers that the Northern Dimension of the EU can contribute to the reinforcement of positive interdependence between the European Union, Russia and the other states in the Baltic Sea region, also taking into account the enlargement process and thus enhance security, stability and sustainable development in Northern Europe.

The Council notes that the Northern Dimension is a horizontal concept and will apply it within the existing financial and institutional framework in the relevant region.

Source: <http://europa.eu.int/comm/external_relations/north_dim/doc/ pres_concl_06_99.htm>

Document 5

COMMON STRATEGY OF THE EUROPEAN UNION

of 4 June 1999 on Russia

(1999/414/CFSP)

(Excerpt)

4. Common challenges on the European continent
The European Union will, in particular, cooperate with Russia in:

(d) regional and cross border cooperation and infrastructure,
· by working more effectively with Russia in the various form for regional co-operation (CBSS, BSEC, Barents Euro-Arctic Council), and by enhancing cross-border co-operation with neighbouring Russian regions (including Kaliningrad, especially in view of the EU’s enlargement and including in the framework of the Northern Dimension,

· by enhancing co-operation and technical assistance in the areas of border management and customs,

· by exploring the scope for working towards linking the Russian transportation systems (road and rail) with the trans-European corridors and by seeking mutually satisfactory ways to address transport issues.

Source: Official Journal of the European Communities, June 24, 1999, 

L 157/1 <http://europa.eu.int/comm/external_relations/ceeca/com_strat/ russia_99.pdf>

Document 6
THE RUSSIAN FEDERATION MIDDLE TERM STRATEGY TOWARDS THE EUROPEAN UNION (2000-2010) 

October 1999

(Excerpts)

5. Securing the Russian interests in an expanded European Union.

…In contacts with the EU to pay special attention to securing protection, including under the international law, of the interests of the Kaliningrad region as an entity of the Russian Federation and of the territorial integrity of Russia (see also Chapter 8, item 4)…

6. Development of the pan-European co-operation infrastructure.

6.6. To continue developing the pan-European transport corridors, first of all corridor No. 1 (in particular, its laterals to Riga- Kaliningrad- Gdansk), as well as No 2 and 9. To improve quality of transportation services and create more attractive conditions for users of the railway services in the above mentioned corridors…

8. Transboundary co-operation.

8.3. Given a special geographical and economic situation of the Kaliningrad region, to create the necessary external conditions for its functioning and development as an integral part of the Russian Federation and an active participant in the transboundary and interregional co-operation. To determine the prospects of the optimal economic, energy and transportation specialization of the region in order to ensure its efficient functioning in the new environment. To establish the sound transportation links with the Russian mainland. To pursue a line to the conclusion, if appropriate, of a special agreement with the EU in safeguarding the interests of the Kaliningrad region as an entity of the Russian Federation in the process of the EU expansion as well as to its transformation into a Russia's pilot region within the framework of the Euro-Russian co-operation in the 21st century…

Source: < http://www.eur.ru/eng/neweur/user_eng.php?func=rae_rae_ common_strategy>

Document 7

Conference ”The Northern Dimension and Kaliningrad Region: European and Regional Integration”, 17 – 18 May 2000, Eigtveds Pakhus, Copenhagen, Organised by The Danish Ministry of Foreign Affairs and the Nordic Council of Ministers in co-operation with the European Commission

Conclusions of the Chairmanship (Denmark)

At the Foreign Ministers’ Conference 11-12 November 1999 in Helsinki, the EU’s Northern Dimension initiative was considered to be important for enhancing European security, stability, democratic reforms and the sustainable development in Northern Europe. The initiative aims to add value through reinforcing the co-ordination and complementarity between EU and Member States’ programmes as well as between the countries of Northern Europe and their regional organizations. It also aims to increase the positive interdependence between the European Union, the Baltic region and Russia. 

EU enlargement will influence the development of the entire Northern Dimension region. It is an EU objective that countries beyond the future external border of the EU should also gain from the growing prosperity and experience of the enlarged Europe. Enlargement will, however, also entail new challenges. A deepening normative and socio-economic divide should be avoided. This could best be met through an expanded co-operation on the Northern Dimension between the enlarging European Union and the Russian Federation. 

The EU-Russia Partnership and Co-operation Agreement (PCA), the EU’s Common Strategy on Russia and the Russian Federation’s Strategy for developing relations with the EU share the objective of a Europe without dividing lines, prepared to meet new challenges. In this broader context, ideas should be discussed for the involvement of regions of the Russian Federation, that border the EU, in regional co-operation within the framework of the Northern Dimension, as well as other initiatives that aim to develop relations between the Russian Federation and the European Union.

Due to its special geographical location, Kaliningrad Region deserves particular attention in the policy framework of the Northern Dimension. To this end, representatives from the Northern Dimension participants - EU Member States, the European Commission, Russia, the partner countries, Estonia, Latvia, Lithuania, Poland, Norway and Iceland - and regional organizations met in Copenhagen 17-18 May 2000 to discuss, in an informal manner, key issues pertaining to co-operation with Kaliningrad as part of the Russian Federation.

Over the last decade the development around the Baltic Rim has been characterized by unifying forces. The discussion on Kaliningrad must follow this pattern and be set in the framework of regionalisation and integration. This is a common objective. 

The Partnership and Co-operation Agreement (PCA) sets the framework for EU-Russia co-operation including Kaliningrad as part of the Russian Federation. The PCA includes specific provisions on regional development. Article 73 lays the ground by including the promotion of information exchange on regional policies and infrastructure development, with particular attention given to disadvantaged regions. The financial instruments of the EU enables an enhanced co-operation with Russian regions, including Kaliningrad. Similarly, the EU’s Common Strategy on Russia highlights the importance of strengthening links with Russian (border) regions, including Kaliningrad, in the light of the EU enlargement and as part of work on the Northern Dimension. 

Russia’s medium term Strategy for Development of Relations Between the Russian Federation and the European Union (2000-2010) underlines the possibilities for increased co-operation. It points to the PCA as the legal and institutional basis. It calls for joint efforts to substantiate the initiative of the Northern Dimension in European co-operation. Attentions is drawn to the special geographic and economic situation in Kaliningrad Region, and the need to create the necessary external conditions for its functioning and development as an integral part of the Russian Federation.

In order to further these aims, and based on substantiated efforts by all, the case could be made for a joint EU/Russia initiative, to be discussed within the competent structures of the PCA. Within the framework of the PCA, regional development should also be further discussed as regards inter alia Kaliningrad, and the relevant instruments should be fully utilized.

Regional organizations and bodies have an important role to play. These include the Nordic Council of Ministers, the Nordic Ministers, the Council of the Baltic Sea States (CBSS) and sub-regional partners, including Baltic Sea States Sub-regional Co-operation, representatives of private business, Euro-regions and others. Existing cross border co-operation between Kaliningrad and sub-regional authorities of the immediate neighbouring states contributes to this development. Other partner countries are also making substantial contributions.

At the Conference, the following areas were taken up: Border Crossing Issues and Free Travel in the Baltic Sea Region; Investments, Trade and Customs; Health and Social Issues; Fight against Crime; Transport, Environment and Energy; Regional and Sub-Regional Co-operation: Civil Society and Democratic Institutions. Details from the discussions are given below.

Border Crossing Issues and Free Travel in the Baltic Sea Region

As EU enlargement progresses, the visa policy covered by the EU’s Schengen Agreement will be extended to almost all parts of the Baltic Sea region. Due attention should be given to this development as regards Kaliningrad, especially within the PCA framework.

Today, the situation with regard to travel between Russia and a number of states in the Baltic Sea region is characterized by the presence of flexible arrangements for people living in border areas and for people who, although not living in border areas, need to cross such borders frequently, for instance because of family ties, land or property. In some cases, it implies the absence of visa arrangement and thereby also the absence of visa fees. The Conference noted that when acceding to the European Union new member states will have to implement the EU’s migrations policy and asylum procedures, and to align their visa policy with that of the EU and to complement alignment to international conventions.

The possibilities for border crossing will continue to be of vital interest for people living in the region. The Conference noted that consideration should be given to this issue in the future EU-Russia co-operation, giving due attention to ways and methods, which – without weakening the fight against crime – could be good and flexible administration with regard to border crossing. Mention was also made of the need to up-grade facilities and procedures at border crossings. The positive experience in others parts of the region of administrating border crossing issues and travel should be studied carefully as they might also benefit Kaliningrad. For example, the present Finnish-Russian border regime and visa practice does not create obstacles for a fluid cross border co-operation. 

Relevant regional and sub-regional organizations and bodies will also keep the issue of border crossing and free travel in the Baltic Sea region on the agenda.

Investments, Trade and Customs: Strategies for Economic Development
The Baltic Sea region offers many opportunities for economic growth and prosperity in all parts of the region. If fully exploited, the comparative advantages entail huge potentials. The main responsibility of securing Kaliningrad’s participation in the region’s generally positive economic development rests on the federal and regional authorities in Russia. Also in Kaliningrad, the promotion of transparency, an attractive investment climate, a favourable business environment and effective customs procedures are important elements in economic growth and in an increase in trade of goods. 

The present business environment in Kaliningrad lacks sufficient stability, predictability and incentives, especially for the promotion of small and medium sized enterprises (SMEs). SMEs and joint ventures, of which a substantial number have been established with companies of neighbouring countries, Lithuania and Poland, are particularly important for economic growth and job-creation. Special attention should be given to further developing cross border business co-operation. Public and private financing of investment is also a problem which should be addressed. Establishment of special financing systems and micro and small loans for local and joint ventures, including investment promotion, should be given further consideration, especially by international donors and international financial institutions. In this regard, regional bodies, such as the Baltic Advisory Council and The Baltic Chamber of Commerce Association and others business organizations, have an important role to play in promoting business contacts and favourable conditions for the private sector.

Kaliningrad relies on trade and economic interaction with neighbouring areas. Adjustment to technical norms and standards of the EU, which increasingly apply in the region at large, is important as regards Russia in general and Kaliningrad’s economic development in particular. Promotion and support for greater conformity to such standards should be advanced and taken up within the appropriate fora. An idea advanced during the Conference on the establishment of a Regional Development Agency in Kaliningrad requires further study with a view to defining the economic priorities and strategies for the future development of Kaliningrad. Attention was drawn to the challenges of the information society and the opportunities in the IT sector.

Health and Social Problems and Fight Against Crime

In terms of the standard of living, social conditions and public health, there are considerable differences between the countries of the Baltic Sea region. It is a common objective to promote social stability and economic development in all parts of the Baltic Sea region and to create conditions that address social problems, such as crime.

More attention should be given to co-operation and exchange of best practices and information that could assist local authorities in their efforts to develop social services, networks, institutions and legal frameworks that can address the situation. Assistance in training of staff in social administration as well as social workers at regional and municipal level is a priority, in particular as regards assistance to vulnerable groups of society, the elderly, disabled and children.

Infectious diseases, in particular tuberculosis, pose specific problems. The availability and abuse of drugs has risen over the last years and become a more acute problem. Also AIDS has become a serious problem. More attention should be given to joint efforts to enhance control of communicable diseases and drug abuse. The Conference welcomed the recent decision at the Baltic Sea States Summit to establish a Task Force to elaborate a joint plan to enhance disease control throughout the Baltic Sea Region. The Conference furthermore noted that such a joint plan would be of particular interest for the EU Action Plan for the Northern Dimension.

Crime, including organised crime, is a serious threat to economic development, social stability and regional integration. It is noted that regional and European co-operation to combat international and organised crime has developed positively in recent years. The Conference noted the agreement between EU and Russia on an Action Plan to fight organised crime through i.a. law enforcement and judicial co-operation and twinning arrangements between judicial authorities. The problems in the region at large and the situation in Kaliningrad in particular should have priority within this framework of co-operation and the existing possibilities for further co-operation should be fully exploited. The Task-Force on Organised Crime in the Baltic Sea Region has established a good basis for effective co-operation in the fight against organised crime. Notably joint Task-Force operations on stolen vehicles, drugs and illegal migration have been carried out in the region, including Kaliningrad, since 1998.

Transport, Environment and Energy

The infrastructure of the Baltic Sea region is undergoing many changes, and several major regional and trans-European projects are planned within the transport and energy networks, which will add to the region’s integration and development. Liberalization of energy markets contribute to this development. Huge investments are being made to solve environmental problems and ensure sustainable development. It is a common objective to ensure that Kaliningrad is an active partner in the development of these sectors within the region.

Development and upgrading of transport facilities, including a multi-modal transport system, is central to the economic development in Kaliningrad. Co-operation within this sector is part of the PCA and the TACIS programme. A key objective will be to link Kaliningrad with the Pan-European transport corridors which are also given priority by both Russia and Lithuania. In particular modernization of the existing transport corridor(s) between Kaliningrad, Poland and Lithuanian.

The liberalization and structural reforms within the region’s energy sector will also have an effect on the supply of energy to Kaliningrad. An important consideration in this regard is to explore the possibilities of Kaliningrad for increasing the capacity to produce energy locally or to link up to the energy network of the region. Involving the private sector as a partner to this end will be of key importance. 

Kaliningrad’s active involvement in the environmental co-operation in the region is underlined, taking account of all existing agreements, including discussions on a draft Environmental Work Programme within the context of the PCA and Agenda 21 for the Baltic Sea Region. Priority is given to addressing the problem of polluted sewage water and rehabilitation of water supply systems in Kaliningrad. The need to identify clear priorities related to the improvement of water quality, including drinking water, handling of solid and hazardous waste and preservation of natural diversity is called for.

Regional and Sub-Regional Co-operation: Civil Society and Democratic Institutions

The Conference welcomed the particular attention given to Kaliningrad in the elaboration of the Action Plan on the Northern Dimension, and stressed the importance of cross-border co-operation for further development of the region. Emphasis was made on the need to promote democracy and the rule of law as a necessary basis for further development and integration. It noted that the Kolding Summit had recommended expanded cross-border co-operation, in particular involving Kaliningrad Oblast and other north-western regions of the Russian Federation. Conditions of travel will have a bearing on the possibilities of engaging in cross-border co-operation.

The Conference also took note of co-operation in strengthening civil society within the region at large, including the contribution made by NGOs. The decision of the CBSS to establish Eurofaculty in Kaliningrad was also welcomed.

Follow-up to the Copenhagen Conference on Kaliningrad

Kaliningrad is important in the regional context and for the overall integration of Russia into European structures. The Conference called for increased attention to the subject and flexible exercise of instruments in order to meet the challenges in this connection. The Conference noted the Danish proposal to establish a flexible mechanism for financing cross-border projects which would be of particular relevance for Kaliningrad.

During the Conference ideas were advanced on possible areas of co-operation. Some of them could be considered in the preparation of the EU Action Plan for the Northern Dimension in the External and Cross-border Policies of the European Union 2000-2003, which will be formally endorsed by the European Council 19-20 June 2000 in Portugal, and they may also become subject of the future dialogue between the Russian Federation and the EU within the framework of the PCA.

The Chair underlined the importance of a proper follow-up. In this regard, the Conference encouraged discussion to be continued in the appropriate EU-Russia PCA format. 

The Chair welcomed national contributions with a view to substantiate further discussion, inter alia the Nida Declaration and the Copenhagen Initiative, presented by the regional authorities of Kaliningrad. The Chair invited to pursue the discussion of the role of Kaliningrad Region as part of the Russian Federation within the context of the Northern Dimension. The aim would be to ensure coherence of national assistance efforts, in full co-ordination with the overall priorities of the Russian Federation. 

It was noted that the Foreign Ministers’ Conference on the Northern Dimension had drawn attention to the importance of continuing the co-operative process, follow-up and stock-taking of achieved results as well as adjustment of priorities to changing conditions in the region. Appreciation was expressed of the offer of the Swedish government to host a high level follow-up meeting on the Northern Dimension during its EU-presidency in the year 2001.

Copenhagen May 2000

Source: http://www.um.dk/nyheder/nyhed5.asp
Document 8

NORTHERN DIMENSION – 

Action Plan for the Northern Dimension with external and cross-border

policies of the European Union 2000-2003

Council of the European Union
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(Excerpts)

II. Challenges, Frameworks, Instruments and Actors

· The Challenges Associated with Northern Europe

…

15. Kaliningrad deserves special attention because of its geographical situation as a future Russian enclave. The oblast, which Russia sees as a “pilot region” for the development of regional co-operation with the EU, will require particular attention to help it see the possible benefits of its enclave status…

· EU Legal Frameworks and Instruments

…

18. …Bilateral and common measures will be coordinated to promote further co-operation with those Russian regions that are of special interest to the Union, such as north-west Russia including Kaliningrad…

III. Actions 2000-2003

· Infrastructure:
TRANSPORT

c) Actions

39. Priority areas of action may concern:

…

( The elimination of bottlenecks at border crossings, the improvement of safety record in all transport modes and the harmonization of transport legislation and regulations on the basis of international agreements.

The special geographical situation of the Kaliningrad Oblast means that co-operation on infrastructure projects such as energy and transport may have a multiplier effect, this being another aim of the Northern Dimension initiative. The Lithuanian-Russian agreement to cooperate within the Northern Dimension may prove helpful in this regard…

ENVIRONMENT AND NATURAL RESOURCES

c) Actions

54. To achieve these objectives priority will be given to medium-term (2000–2003) actions in the following areas:

…

( Supporting investment projects in major "hot spots" through existing Community programmes to reduce pollution of the Barents and Baltic Sea, particularly in Kaliningrad, St. Petersburg and the river Neva catchment area…

PUBLIC HEALTH

c) Actions

73. Actions may focus on the following priorities:

…

( A coordinated approach should be sought for Kaliningrad to stop the spread of communicable diseases, mainly HIV and tuberculosis, and to fight alcohol and drug abuse…

TRADE, BUSINESS CO-OPERATION AND INVESTMENT PROMOTION

b) Objectives

75. …Special support should be given to the promotion of cross-border business co-operation, most appropriately between the Kaliningrad Oblast and its neighbours, the Baltic countries and the immediately adjacent oblasts (Pskov and Novgorod), the Russia/Finnish border region, St. Petersburg, Karelia and the rest of the Barents region.

c) Actions

76. Enhancing customs administrations promoting business co-operation and creating a legal and administrative environment conducive to private investment and trade. Clearly defined activities will be identified during the ongoing implementation of the Europe Agreements and the PCA with Russia with technical assistance being provided through PHARE, TACIS and the EU multi-annual programme for enterprises and entrepreneurship. Action in this area will focus on removing trade barriers through the improvement of the border transit, the exchange of information and the co-operation of regional and national authorities,

…

( The Oblast of Kaliningrad relies on trade and economic interaction with neighbouring areas and thus has an interest in its exports meeting the technical norms and standards which its neighbours increasingly apply. Such technical compatibility would strengthen regional economic integration. Within its competence TACIS could offer support, and Kaliningrad could also exploit “Northern Dimension” synergies by drawing on the accumulated know-how of its neighbours…

JUSTICE AND HOME AFFAIRS

b) Objectives

…

88. A common visa policy, as defined in the Schengen acquis, will be extended to new EU member states. Due attention is being given to this question in the framework of the PCA, particularly as regards Kaliningrad. In order to ensure fluid cross-border co-operation, ways of facilitating the issuance of visas might be examined and supported by appropriate instruments.

This process could benefit from the experience of other northern European Euroregions and of the Fenno–Russian border regime…

REGIONAL AND CROSS-BORDER CO-OPERATION

c) Actions

…

Kaliningrad

( As part of the continuing dialogue between the Russian Federation and the EU within the framework of the PCA, Kaliningrad Oblast presents a challenge for enhanced regional co-operation and development. Kaliningrad’s capacity to take advantage of the opportunities presented by enlargement would require significant internal adjustment e.g. in the field of customs and border controls, fight against organised crime and corruption, structural reform, public administration and human resources.

( The Copenhagen Conference on the "Northern Dimension and Kaliningrad: European and Regional Integration", held on 17-18 May 2000, provided for a comprehensive, informal discussion on key issues pertaining to co-operation with Kaliningrad as part of the Russian Federation, as well as concrete proposals for the way ahead. The conclusions of the Chair and other contributions presented at the Conference form elements for consideration in further work on the EU Northern Dimension initiative.

( An EU study on the prospects of the Kaliningrad Oblast, the support already provided to the region and the possible steps to further promote co-operation between Russia and the enlarging EU could be considered.

Source: <http://europa.eu.int/comm/external_relations/north_dim/ ndap/06_00_en.pdf>
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COMMUNICATION FROM THE COMMISSION TO THE COUNCIL

The EU and Kaliningrad

INTRODUCTION

Kaliningrad is a unique part of Russia, separated geographically from the rest of the country and destined after enlargement to be surrounded by the EU. As enlargement draws nearer, increasing attention is being focused on the region. In keeping with the Commission’s Enlargement Strategy Paper of November 2000, the purpose of this Communication is to contribute to a debate which the EU should launch with Russia (including Kaliningrad), and with the two neighbouring future Member States, Poland and Lithuania, on issues which will affect our common future.

The Communication looks at the impact of EU enlargement and distinguishes between issues which will arise for all Russian regions
 and those which are specific to Kaliningrad. Enlargement of the EU will be a positive development for its neighbours, contributing to stability and prosperity. Russia stands to benefit substantially from enlargement and regions such as Kaliningrad are well placed to take advantage of the new opportunities which will be created.

The adoption of the acquis by Poland and Lithuania will inevitably imply changes in some existing rules and practices between Russia, the EU and the new Member States. Some of these changes will have an equal impact on all Russian regions while others will have specific implications for Kaliningrad, mainly on the movement of goods, people, and the supply of energy. This paper also looks at ways in which the EU and Russia can work together to their mutual benefit to reduce the impact of existing problems confronting Kaliningrad, which are not directly related to enlargement, in areas such as environment, the fight against crime, health care and economic development.

This paper does not set out formal Commission proposals for decision, but rather outlines ideas and options for discussion between the parties. Responsibility for Kaliningrad lies with Russia and the region itself. However, the EU and its future Member States have an interest in helping to ensure that the changes required by accession are made smoothly and in fostering co-operation with Kaliningrad on a number of regional issues. A number of suggestions are made to provide ideas for tackling the issues which are highlighted in the paper. If they prove worthwhile, they can subsequently become the basis for decisions by the appropriate authorities.

Background information on the current situation in Kaliningrad and on its relations with its neighbours and international organizations is set out in the annexes to the paper. 

ISSUES ARISING FROM THE ENLARGEMENT PROCESS

Movement of goods

At present EU-Russia trade relations are governed by the Partnership and Co-operation Agreement (PCA) signed in 1994. Upon accession Poland and Lithuania will take over the PCA as part of the acquis and the common external tariff will apply in trade between Russia and the enlarged EU. Since the EU already has very low MFN tariff levels for trade with Russia in industrial goods, 4,1 percent, while Poland’s MFN tariff level is 15,8 percent and Lithuania’s 5,3 percent, Russian goods will benefit from significantly lower tariffs after enlargement. These lower tariff levels will apply to goods originating in Kaliningrad on the same basis as the rest of Russia. Given its proximity to EU markets this prospect of easier access represents an important opportunity for Kaliningrad. Since Kaliningrad relies strongly on trade with neighbouring areas, it should have an interest in adopting EU technical norms and standards to enable it to take full benefit from this improved market access. However, until a more detailed assessment is done, it cannot be excluded that the changes in the trade regime which will take place on accession might have an impact on particular products.


At present goods originating in Kaliningrad which are destined for Russia, and vice versa, transit through Lithuania and Latvia/Belarus. After enlargement, the PCA will provide for free transit through Lithuania and/or Latvia, without customs duties or any other transit duties (other than charges for transport and administration). The PCA will also benefit trade in goods between Russia and the EU, since it grants Russia MFN treatment. When Russia joins the WTO, its rules will apply to EU-Russia trade.

From time to time, proposals have been made for a special trade regime for Kaliningrad. Since Kaliningrad is an integral part of Russia, it would be difficult to grant any special status, such as free trade or a customs union. This would raise a number of political and legal issues apart from the fact that Russia is unlikely to grant the necessary degree of autonomy to Kaliningrad. Given the generally favourable situation described above it is not clear that any special treatment would be needed.


One aspect of movement of goods which will require attention is border crossings. At present, there are 23 crossing points between Kaliningrad, Poland and Lithuania. In order to ensure the efficient flow of goods across the EU’s external border, improvement could be made both in physical infrastructure and in processing, including through upgraded information systems. Experience of the last enlargement has demonstrated that the introduction of the acquis on the border between Finland and Russia can speed up border crossing formalities. Considerable investments have been made in infrastructure and in procedures in Lithuania which should lead to similar positive results. It should be possible to build on this positive experience and to use some of the funds available through the PHARE and TACIS programmes to finance improvements in border crossing facilities and procedures, in close co-operation with the Russian authorities.


Future transit activities will also be facilitated by improved transport links and Kaliningrad is being integrated into the pan European transport corridor network, in particular Corridors I and IX. The TACIS programme has already funded a multi-modal transport strategy for Kaliningrad. Significant investment would be necessary in order to upgrade road corridors I and IX to European standards.


At present military goods and personnel are transported through Lithuania under a special agreement with Russia. These arrangements need to be examined in the context of enlargement.

Energy supplies

At present most of Kaliningrad’s electricity needs are met through imports from the rest of Russia which pass through Lithuania via a common grid. Lithuania envisages a link to the central Europe electricity grid by establishing a connection with Poland. Depending on the technical solution to be adopted for such connection (electrical line with or without a conversion station) and on the related costs, Kaliningrad could either maintain its link with the Russian electricity grid or switch to the Central European grid, which is connected to the  main EU electricity grid, UCTE.


Movement of people

The introduction of the acquis by new Member States will have an impact on third countries in terms of visa requirements and border controls. While the requirement of the acquis will be no different for Kaliningrad than for any other part of Russia or other neighbouring third countries, it is possible that the impact on the population may be greater there than in other parts of Russia, given the geographic situation of Kaliningrad.

Poland intends to introduce the Community acquis in 2001 and Lithuania at the latest upon accession. This will have implications for transit and travel of persons. Travel, for whatever purpose, to or through EU Member States will require possession of a visa. Visa-free transit (currently available to Kaliningrad and certain categories of Russian citizens transiting Lithuania) will no longer be possible. In addition, Kaliningrad citizens will be obliged to travel in possession of a valid passport (as opposed to the internal identity documents which are currently accepted).

These new requirements will not necessarily impede the movement of people between Kaliningrad and the rest of Russia and to and from future Member States (nor will all requirements necessarily apply as of the date of accession, as parts of the acquis will not have to be implemented until the moment internal border controls in the enlarged EU are lifted for new Member States). The acquis provides for the issuance of transit visas, short-term visas and long-term national visas allowing for smooth border crossing and the possibility of multiple entries.

In the wider context of Community policies on visas and on external borders, there may be a need to examine a number of areas from the point of view of ensuring smooth movement of people: the possible development of further rules on small border traffic (traffic within areas adjacent to the external border) in order to avoid disrupting local socio-economic ties; the effect of existing rules on transit in view of the specific situation of Kaliningrad; the cost of passports (the responsibility of Russia) and visas (responsibility of current and future EU Member States); the presence of consular offices in Kaliningrad to facilitate visa issuance (responsibility of EU Member States) and the possibility to take advantage of any special arrangements permitted by the acquis. In this latter context, the examples offered by other candidate countries should be examined.

However, most important will be the efficient operation of border crossings, through the upgrading of facilities and procedures and exchange of best practice. This would speed up slow and arbitrary border crossings procedures. The EU is already contributing to the development of infrastructure at border crossing points, modernization of procedures and training to facilitate the movement of persons and goods across the future external border. Such practical measures facilitate border crossings, while combating organised crime and other illegal activities.


Such moves to ensure smooth movement of people across borders would imply some co-ordination between Russia and the EU on visa policy, which would also be of broader mutual benefit. They would need to be accompanied by appropriate controls and action against inadequately documented travellers and passengers. The early conclusion of a readmission

agreement between Russia and EU would help to build confidence.

An information initiative should be conducted to dispel misconceptions about the consequences of EU enlargement for the movement of both people and goods across the future external border of the EU.


Fisheries

Following enlargement, the Baltic Sea will almost become an exclusive EU fisheries zone, except for smaller areas around Kaliningrad and St Petersburg.


ISSUES OF MUTUAL INTEREST NOT DIRECTLY RELATED TO

ENLARGEMENT

Economic Development

Unemployment and poverty have increased dramatically in Kaliningrad since 1991 and the main welfare indicators suggest that the standard of living is below the Russian average (see annex 1 for more details on the economic situation). Responsibility for the economic development of Kaliningrad lies with the central authorities in Moscow and the local authorities in the region. Kaliningrad is dependent on budgetary allocations from Moscow and on its trade and economic links with the rest of the country. As yet, Russian regional policy is less developed than that of the EU, in terms of financial transfers and investment incentives and current Russian policy is oriented towards greater centralization. Nonetheless, there is much that the central and local authorities can do to stimulate economic development. As elsewhere in Russia there is a need for a stable and secure legal and institutional environment. Good corporate governance, fair and efficient enforcement of legislation (e.g. to guarantee the protection of shareholder and investor rights, bankruptcy, auditing and accounting), enterprise restructuring and the further development of SMEs. Market institutions should be strengthened, e.g. in the financial sector and the tax system.

There are various ways by which the EU can contribute to the economic development of Kaliningrad. Already now, the EU can help by providing advice, sharing experience and by providing funding through the TACIS programme and bilateral Member States programmes. 

It is sometimes suggested that a special fund should be established for the development of Kaliningrad. However, the Commission rather believes that the first priority is to work with the Russian and local authorities to identify priority areas for support and then to help them find appropriate grant and/or loan funding for these activities. TACIS funding for Russia can be

implemented regionally, and in its discussions with the Russian authorities on future priorities, the Commission can take account of priority activities in Kaliningrad.

More specifically officials and companies based in Kaliningrad can participate in TACIS funded training programmes to help develop market institutions such as banks, insurance and local tax services. Local managers could participate in training programmes in EU companies. With a view to developing Kaliningrad’s export potential and markets in neighbouring countries, the EU could also provide assistance in areas such as harmonization of standards and conformity assessment procedures. TACIS is supporting a Regional Development Agency in Kaliningrad, which could play an important role in promoting trade and investment in Kaliningrad.

The Special Economic Zone (SEZ) has been created mainly in order to offer companies based in Kaliningrad advantages through tariff and tax exemptions for their imports and for locally produced goods, exported to other countries and to the Russian mainland. The idea of promoting economic activity and investment through a Special Economic Zone is interesting, even if in its present form, the SEZ may have trade distorting effects through subsidies incompatible with the PCA and WTO rules. In practice, the SEZ has never been fully in operation and has had only limited backing from the authorities. Nevertheless, the possible benefits and the status of SEZ should be clarified with the federal authorities and, if necessary, adapted to bring it into line with Russia’s international obligations. 

Information society is a key enabler for prosperity and sustainable development. A favourable environment for uptake and the use of the Internet is of crucial importance for developing the economy, business, government and democratic participation. Information Society development should be encouraged and efficient ways of supporting Kaliningrad’s participation in regional co-operation actions on Information Society need to be identified.

Governance, democracy and the rule of law

Kaliningrad’s own development and its involvement in the wider region depends on the strengthening of the rule of law, and the broad implementation of good governance principles, particularly through promoting institution building and civil society development. The EU could contribute to this process by encouraging Kaliningrad’s participation in EU projects for public administration and judicial reform, and participation of local civil servants in training programmes. Regional and local budget management and management of municipal services could be supported.

Through the TACIS Local Support Office, established in Kaliningrad in December 2000, the participation of local actors in partnership programmes with EU organizations and people-to-people activities will be promoted, including training institutions, NGOs, trade unions, media, professional organizations, enterprises, municipalities and courts.

As elsewhere in Russia there is a need for action to combat illegal activities, which are likely to affect neighbouring EU member states. Strong action is needed by the federal authorities, for example to enact and enforce legislation and international conventions. The Task Force on Organised Crime in the Baltic Sea Region can make a valuable contribution to tackling these problems. On the local level co-operation should be developed to deal with problems such as car crime and then be extended to other areas. Co-operation could also be directed at improving the independence of the local judiciary, in particular via training and twinning programmes targeting magistrates. Efforts to develop effective border/customs control measures should also be linked to the wider anti-crime agenda.

Environment

As part of wider efforts to improve the quality of life in Kaliningrad there is a need to focus on the environment, and in particular on reducing water pollution. A cleaner Baltic Sea would benefit all Baltic Sea regions and should be a priority objective for regional co-operation. More could also be done to reduce pollution originating in smaller towns in the region. Kaliningrad should be actively involved in federal efforts to monitor the environment, harmonize standards, etc.


In view of the past military presence in Kaliningrad, there may be problems relating to the disposal of nuclear waste. There are also problems arising from stockpiles of chemical weapons left over since the second World War. 

The environment has been a focal point for EU assistance. Current activities include a TACIS CBC project dealing with water quality on the borders with Lithuania and Poland and a TACIS waste management project in Kaliningrad’s coastal zone. There is an EBRD/NEFCO/NIB loan for a sewerage treatment plant in Kaliningrad City, and several bilateral projects to

improve the water network in the region (see Annexes II & III).

Health

The spread of communicable diseases is a serious problem in Russia and particularly in Kaliningrad. These problems must be tackled at the federal level but preventive action can also be taken in Kaliningrad itself. TACIS is supporting several initiatives at local level and in the non-governmental sector to help reform health care delivery systems and to help deal with HIV. In the future, the recommendation of the Task Force on Communicable Diseases Control in the Baltic Sea area will help address the issue of TB and HIV at the regional level.

NEXT STEPS

The aim of this paper is to contribute to a discussion. As outlined in the paper there are many issues to be considered, involving different partners. It will be important to take this discussion forward in the right framework, fully respecting the responsibilities of each of the partners. In the PCA, the EU and Russia already have the mechanisms which will allow for discussion of these issues at the highest political level, as well as for thorough technical preparation of the debate. In the enlargement process, the EU can discuss all of these issues with the candidate countries. Where it is necessary for all the partners (EU, Russia, Lithuania and Poland) to discuss together meetings can be arranged.


SUMMARY OF MAIN SUGGESTIONS

It is suggested that:

· the EU and Russia examine the trade impact of enlargement on Kaliningrad, in the trade and industry sub committee of the PCA, during the first half of 2001.

· the EU, Russia, Poland and Lithuania discuss the functional management of border crossings, starting with the main road and rail crossings, particularly those linking the region to the Pan-European Transport Corridors I and IX. Discussions should include customs, border guard, phytosanitary, veterinary and health aspects. Discussions could be held in working groups, with Russia under the relevant PCA sub committees and with Lithuania and Poland within the framework of the Europe Agreement.

· the output of the TACIS study on a multi-modal transport strategy be discussed with the IFIs and the Russian and neighbouring countries authorities, with a view to securing funding for priority projects.

· a TACIS study on energy needs, energy potential and possible scenarios should be undertaken.

· the practical measures to conduct proper and efficient border control be continued, facilitating the movement of persons and goods across the future external border. The use of liaison officers could be considered.

· without pre-empting accession negotiations with Poland and Lithuania, EU technical and financial assistance can contribute to the creation of a functioning border control system, including appropriate sufficiently fake-proof travel documents.

· the suitability of Community rules on small border traffic and transit for the specific situation of Kaliningrad be assessed. The possibility to take advantage of any special arrangements permitted by the acquis should be looked into, using examples offered by existing arrangements, including in candidate countries.

· in the wider context of Community policies on visas and on external borders, the cost of passports (the responsibility of Russia) could also be examined, as well as the cost of visas (responsibility of current and future EU Member States). Both new and current Member States could consider opening consulates (or sharing facilities to reduce costs) in Kaliningrad, to facilitate visa issuance and manage migration flows efficiently.

· the EU and Russia quickly conclude a readmission agreement.

· the EU should provide the administration and population of Kaliningrad and bordering regions information on the way in which the future external border of the EU will function taking into account the need for fast and efficient border crossing for goods and people whilst preventing illegal activities.

· the EU-Kaliningrad fisheries relations be reviewed in the light of the consequences of enlargement on fishing access and of future fisheries agreement between the EU and Russia.

· the EU and Russia discuss key issues of environmental concern in Kaliningrad.

· issues concerning Kaliningrad be addressed in co-operation with Russian in the relevant PCA bodies and, in parallel, that the EU continue to discuss the same issues with Lithuania and Poland in the Europe Agreement for a. In addition, to facilitate cross border co-operation, specific meetings may be called between interested partners so as to, inter alia, establish practical arrangements.

ANNEX I. Background information on Kaliningrad

1.1. Economic situation

The Kaliningrad region is a Russian enclave bordered by Poland, Lithuania and the Baltic Sea. It has a land surface of 15,100 square km and a population of almost one million inhabitants, of whom about 430,000 are concentrated in the capital, Kaliningrad.

In the Soviet Union Kaliningrad was a closed military centre and the headquarters of the Soviet Baltic Fleet. The strategic importance of Kaliningrad has decreased in the 1990s. Since 1991, the number of military personnel in the region has fallen from 200,000 to 18,000 and the armed forces are unlikely to regain the political and economic significance they had in the past.

Kaliningrad has suffered from marked economic decline, along with the rest of Russia. Production has fallen by more than half since 1990. Kaliningrad was particularly strongly affected by the Russian financial crisis of August 1998 because of its dependence on foreign trade and particularly imports.

Overall economic decline has been accompanied by drastic changes in the structure of the regional economy. Military-related industries have shrunk dramatically. The fishing industry, which used to be a major economic activity, experienced a similar decline. Today, the main industries in the region are oil and amber extraction. Oil is extracted offshore (about 1 million

tons a year) and sent to Lithuania for refining. Kaliningrad has some 90 percent of the world reserves of amber, virtually all of which is smuggled out of the region in raw form. Other important economic activities are food processing, pulp and paper production, furniture manufacturing, machine-building, and computer software development. Agriculture carries little economic weight, although the land in Kaliningrad is fertile and there is potential for growth.

Kaliningrad households have come to rely increasingly on unregistered economic activities. As a border province, Kaliningrad offers much scope for informal activity, estimated to account for more than 50 percent of GDP. About 10,000 people are believed to be involved in regular cross-border shuttle trading.

There are some 14,000 SMEs in the region. As such, Kaliningrad ranks third in Russia in terms of the number of SMEs per capita. The strong presence of Moscow banks in Kaliningrad also suggests that the region is economically attractive. This is not, however, reflected in inward investment which is on a par with the average in Russia. The business environment, like that of the rest of Russia, lacks predictability, stability and incentives. There is insufficient investor and property protection, legislation is often not enforced (the tax environment remains complex and is not supportive of business).

A Special Economic Zone (SEZ) provides, under certain conditions, for tariff and tax advantages for goods produced in Kaliningrad for export, for imported goods, and for goods "exported" to the Russian mainland and to third countries. The SEZ was intended to promote economic activity and foreign investment but its operation has, in practice, been fraught with uncertainty. With no clear backing from the authorities and indications of possible incompatibility with WTO rules, the relevance of the Kaliningrad SEZ has been limited.

As elsewhere in Russia, unemployment and poverty have increased dramatically since 1991. Thirty percent of the population in now estimated to live below subsistence level. The main welfare indicators suggest that the standard of living in Kaliningrad is lower than the Russian average, although a relatively high level of apparent consumption is visible in the region, for example in western-style supermarkets and restaurants.

1.2. Transport links

Kaliningrad's road network is relatively dense, but requires upgrading. Stretches of the Pan-European Transport Network passing through the territory are under-developed. Branch B of Corridor IX, connecting Kaliningrad to Kiev, via Vilnius and Minsk, is of particular importance for Kaliningrad.

Rail connections with neighbouring countries and Russia are under-utilized compared to the 1980s and early 1990s. The main railway line, Kaliningrad-Kaunas-Minsk-Moscow, serves freight traffic with Lithuania and Russia. The line Kaliningrad-Riga-St Petersburg is less used for international freight transport, as is also the case for lines to Poland (largely because of different rail gauges).

Traffic to and from the EU can use several routes and is not obliged to pass through Kaliningrad. When travelling to Western and Central Europe, Finns, Estonians, Latvians and Lithuanians typically use the Via Baltica branch of Corridor I, Helsinki-Tallinn-Riga-Kaunas-Warsaw, by-passing Kaliningrad to the east, avoiding the Via Hanseatica branch, Riga-Kaliningrad-Gdansk.

Kaliningrad's ports are less used by foreign cargoes than ports in Lithuania, Latvia and Estonia. They are also insufficiently competitive to handle Russia's internal trade; a rail journey from Moscow takes 25-28 hours and is more expensive than sending cargoes to alternative ports, such as Klaipeda. Kaliningrad does have the potential, however, to handle a share of cargo traffic from Belarus and northern Ukraine.

There is only one regular international flight from Kaliningrad, to Copenhagen. 

Kaliningrad's contacts with neighbouring countries are hampered by slow border crossing formalities and infrastructure bottlenecks at the 23 international road, rail, air and sea border crossing points of the region.

1.3. Trade and transit

Due to its small size and enclave status, Kaliningrad is dependent on imports, the value of which is three times that of its exports, with heavy reliance on trade and economic interaction with mainland Russia. Every year more than 6 million tons of goods transit, mainly by rail, through Lithuania to and from Russia. 55 percent of this traffic is oil, coke and coal. Kaliningrad also imports many goods (including most of its food) from its immediate neighbours, Poland and Lithuania, which, with Germany, are Kaliningrad's most important foreign trade partners. Although Kaliningrad has relatively more trade links with its non-Russian neighbours than other Russian border regions, it is still relatively poorly integrated into the regional economy.

1.4. Energy

Kaliningrad is almost totally dependent on imported energy from the Russian mainland and produces only 20 percent of its own needs (mainly at small fuel oil and coal-fired plants). The delivery of fuel oil and coal is costly and complicated, dependent upon the transit regime agreed with neighbouring countries. Gas is received from Russia through a pipeline which transits Belarus and Lithuania. The Kaliningrad authorities want to increase the share of gas for electricity production. A new gas-fired power station is under construction.

1.5. Education, health, environment

Kaliningrad has a good level of basic education. Kaliningrad State University and five other higher education institutions in the region maintain high standards. Their faculties and courses do not cater sufficiently for sectors such as microelectronics, biotechnology, new manufacturing processes and business administration.

Public health care services in Kaliningrad are close to the Russian average. Diseases such as, tuberculosis, diphtheria, measles and epidemic paratyphoid are widespread. TB is becoming multi-resistant and its prevalence is growing, especially among the inmates of Kaliningrad prisons. Drug use and prostitution have led to the alarming spread of other communicable diseases. For instance, Kaliningrad is among the worst regions in Russia for registered cases of HIV, and is by far the most affected area in the Baltic Sea region.

Kaliningrad is the second worst source of pollution in the Baltic Sea region after St. Petersburg, generating more than 400,000 tons annually of domestic and industrial waste. Sanitary conditions in urban areas are deteriorating, and the sewage system dates back to pre-WWII. Russia has committed itself to decrease marine pollution. As a result, the discharge of pollutants has diminished somewhat since 1991.

1.6. Regional governance, democracy and the rule of law

In the past, Kaliningrad's regional administration has generally not been perceived as either skilful or competent. Its style of management has been considered autocratic and lacking in transparency. The quality of the Kaliningrad City administration has generally been perceived in more positive terms compared with that of the Oblast.

Freedom of speech has not always been respected. Journalists have been harassed, and there are only two independent newspapers in the region. The judiciary and law enforcement agencies have not been sufficiently independent for the regional government. As a result of the recent election of a new Governor there is now opportunity for improvements in the efficiency and transparency of the regional administration, a new momentum to enhance the image of the region and to tackle its problems in a spirit of co-operation with Kaliningrad's neighbours.

Kaliningrad's relations with Moscow have to be seen in the context of ongoing federal reforms, which point to greater centralization. Kaliningrad is part of the North West federal district with its centre in St. Petersburg. Moscow's policy emphasizes the creation of a "single economic space" in Russia, and its control over Kaliningrad will probably strengthen.

1.7. Crime

As in many other parts of Russia, crime is widespread in Kaliningrad, thriving on weak institutions. Organised crime, trafficking in human beings, drugs and stolen vehicles and illegal migration are all present. Smuggling - notably of amber, alcohol and cigarettes – and prostitution are also prevalent. According to official statistics, the level of crime is 20 percent higher than the Russian average, in particular for organised crime, as well as crime by minors and by people acting under the influence of alcohol. Organised crime has, as elsewhere in Russia, a pervasive negative effect on the business and investment climate. Criminality, linked to corruption, poses a threat to economic development and the development of a democratic system governed by the rule of law.

Through its Operative Committee (OPC), the Task Force on Organised Crime in the Baltic region has been conducting joint, multi-disciplinary law enforcement operations. A communications system allowing for intensive exchange of information (BALTCOM) is operating 24 hours a day. From the start, Russia has been one of the most active members of the Task Force. In 1998-2000 Kaliningrad participated in a series of operations against stolen vehicles (“The Kaliningrad project, 1998”), drugs (“Channel, 1999”) and illegal migration (“Baltic Guard 1997-98” and “VIVAN, 1999”). The fact that Russia has organised joint operations including the Kaliningrad region, has been highly appreciated by all other Baltic participants. These joint operations have contributed to confidence building and improvement of soft security in the Baltic Sea area. Thanks to this, the perception of Kaliningrad is today much better in the region than it was in 1996 when the Task Force started work.

1.8. Enclave related constraints on the mobility of persons

During the Soviet period people from Kaliningrad travelled freely within the USSR. Since the break-up of the USSR, they have to travel some 500 kilometres through Lithuania and either Latvia or Belarus in order to get to the rest of Russia. The same applies for other Russians who want to visit their relatives, friends and business partners in Kaliningrad.

1.9. Neighbouring States, regional organizations, regions, IFIs

· Lithuania

Lithuania is one of Kaliningrad's main trade partners and an important investor, located on the transit route between the region and the Russian mainland. It has the largest share of visitors and transit traffic from Kaliningrad and wants to maintain good relations with Russia, to ensure that Kaliningrad is not isolated and does not become a source of economic or political instability.

· Lithuania and Russia have established an institutional basis for co-operation through bilateral agreements on Kaliningrad (1991,1999). In February 2000, Russia and Lithuania issued a joint statement on regional co-operation, known as the "Nida Initiative", and agreed on a set of common project proposals in the framework of the Northern Dimension, including transport, gas pipeline, water management and border crossing issues.

· Poland

Co-operation agreements exist between certain Polish regions and Kaliningrad. Activities mainly consist of partnerships and exchanges at the local level (SMEs, academic institutions, administrations), but also cover preparation of investment projects, e.g. in transport, energy and the environment. Poland is an important investor in Kaliningrad and the leading partner in terms of joint ventures with local enterprises.

· CBSS, Euroregions and International Financial Institutions

The CBSS maintains close links with regional authorities and has recently opened a Eurofaculty at the Kaliningrad State University.

Kaliningrad is part of several Euroregions, established to promote cross-border co-operation. The Euroregion "Baltic" includes Denmark, Latvia, Lithuania, Poland and Sweden while the Euroregion "Saule" has been established between eighteen regional and local authorities from Lithuania, Latvia, Sweden and Russia (2 districts and 1 town in the northern part of Kaliningrad Oblast). Furthermore, a Euroregion "Neman" should link communities in Lithuania, Kaliningrad and Belarus.

For the IFIs, such as the EBRD the World Bank, the NIB and NEFCO, Kaliningrad is seen in an overall Russian and Baltic context, and it has so far not been given any special treatment.

ANNEX II. TACIS and other EC activities in Kaliningrad in 1991-2000

Since 1991, the European Union has financed a variety of projects in Kaliningrad, mostly through TACIS, including large projects in the sectors of institution building, energy, transport, enterprise restructuring, management training and environment. If smaller partnership projects are added, Kaliningrad has been the recipient of more than EUR 30 million of TACIS assistance. In addition, some assistance has been provided under other EU programmes, in the fields of environment, transport and training.

1. 1991-1999

TACIS activities in Kaliningrad started in 1991 with a Food & Agriculture project, which promoted private farming. The Oblast also participated in two 1993 TACIS Russia projects aiming at establishing a network of SME Development Agencies in Russia. TACIS activities notably increased in 1994, when Kaliningrad was selected as a priority region, with a specific Action Programme. Projects identified in 1994 were implemented during the following years, and completed by the end of 1999/ beginning of 2000. Under this programme, TACIS actions mainly focused on:

– institution building, with support given to the development of the Free Economic Zone/Special Economic Zone (FEZ/SEZ). In the same context, assistance was also provided to the transport and energy sectors;

– enterprise restructuring, with the creation of an Enterprise Support Centre and the strengthening of the local SME Development Agency. Special attention was given to the fish industry;

– human resources development, with the establishment of a Business Management department at the Economics Faculty of the Kaliningrad State University (KSU). After 1994, Kaliningrad has also been involved, as a pilot region, in several TACIS Russia projects, particularly in the field of energy. It has also significantly benefited from other TACIS facilities, such as:

– City Twinning (with Copenhagen, Aalborg, Southampton and Bremerhaven);

– PIP (Productivity Initiative Programme), which has created internship opportunities for local managers in EU companies;

– ESSN (European Senior Service Network), which has assisted wood-processing SMEs;

– LIEN (Link Inter European NGOs), which has focused on social and health issues, especially the social re-integration of former military staff and their families;

– TEMPUS, which has encouraged collaboration of the KSU with Swedish and Danish universities;

– BISTRO, which has implemented 9 projects in Kaliningrad, covering issues such as business and export promotion, pollution control and health issues;

– CBC (Cross Border Co-operation), which has mainly focused on improving cross-border infrastructure as well as on environmental issues (water quality management). Kaliningrad has been eligible to the CBC Small Project Facility since 1996, but interest in exploiting this opportunity has only emerged recently in the region, with the City being more active than the Region.

In addition to TACIS, other EU programmes have been active in Kaliningrad:

– DG ENV’s LIFE fund has initiated two projects in Kaliningrad, in the areas of urban traffic and ecotourism. DG ENV has also financed the establishment of an Environmental Centre for Administration and Technology (ECAT) in Kaliningrad, which was, in 1997, transferred to the local authorities;

–DGREGIO’s ECOS/Ouverture programme has implemented three projects in Kaliningrad, TROS (Training of Retired Officers), RUSSTI (Russian Short Sea Transport Investigation) and AMBER;

–Two INTERREG II C projects have been implemented in the Baltic region, which also benefited Kaliningrad, in efficient air transport development (SEABIRD) and urban environmental management.

2. 1999-2000

Considering the geographic location of Kaliningrad and the specific issues which, as a result, need to be addressed, the EU again identified, in1999 and 2000, a significant package of new projects targeting the region and to be implemented in 2001.

First of all, in light of EU enlargement, within the 1999 and 2000 TACIS CBC Programmes, two border crossings in Kaliningrad received priority: Chernyshevskoe/Kybartai-Nesterov (road/rail) and Bagrationovsk/Bezledy (road), on the borders, respectively, with Lithuania and Poland. These crossings, identified after a detailed feasibility study, are the major ones located on the Pan European Transport Network. Trade and movement of goods and persons will be facilitated through the development of infrastructure, modernization of border procedures, and training of enforcement agencies staff to detect unlawful activities and increase their capacity to collect tax revenue.

In addition, under the Special Action for the Baltic Region 1999 and 2000, several projects have been selected for the region. Kaliningrad Port Development aims to stimulate trade and transit via the region, by strengthening the competitiveness of its port facilities and their management. Ultimately, the port modernization will contribute to a sustainable economic development of the area and its integration into the Baltic region. Waste management in the Kaliningrad Oblast will contribute to the establishment of an efficient and safe waste management system in the region in order to alleviate the impact of waste generation on both public health and environment.

Kaliningrad will also take part, as a pilot region, among others, to the North West Health Replication Project aiming at reducing health and social disparities across the borders by supporting the reform of the health system in the region, currently facing deteriorating living conditions and acute public health problems. As well as to the Promotion of innovative SMEs in the Baltic region, which will develop the existing infrastructure supporting innovative SMEs (the so-called technological parks or "technoparks"), by strengthening their capacity to provide training, marketing services and general business advice. Possibility of twinning experiences with similar EU organizations will be explored.

Finally, the important Technical Assistance Contract for Promoting Trade and Investment in Kaliningrad Oblast will put the emphasis on the socio-economic stabilization of the region. Its main objective is to strengthen the Regional Development Agency and thus to develop the economic potential of the region and to promote trade and investment.

Kaliningrad will also be eligible for participation in future TACIS partnership and investment promotion programmes, as well as in the CBC Small Project Facility. To allow Kaliningrad to participate appropriately in regional co-operation activities, when INTERREG funding is made available on the Community side of the border, may require matching TACIS funding.

ANNEX III. Main bilateral and regional activities in Kaliningrad in 1991-1999

Several EU Member States, as well as other States and donors, have been active in Kaliningrad during the past decade. Especially the near-by countries have demonstrated an interest in Kaliningrad and have provided considerable amounts of technical assistance, at the governmental and local levels. It has not been possible, at this stage, to include an overview table of all the bilateral and other projects conducted in Kaliningrad, as such data are not available yet, but a recent update of the list produced by the CBSS Secretariat shows the main trends.

Of all countries, Denmark appears to be the most active in providing technical assistance to Kaliningrad. It has implemented approximately fifty projects in the region since 1991, mainly in the areas of energy and environment (particularly water and waste water management), but also in human resources development and in the social sector. Its total assistance to Kaliningrad exceeds EUR 10 million.

Sweden, which has a common sea border with Kaliningrad, has also demonstrated notable amount of activity. Its projects have covered various sectors, with a focus on business development, administrative reform and support to local governments, land reform and prevention of transmissible diseases. Sweden’s total amount of assistance to Kaliningrad is close to EUR 4,0 million. In addition, Southern Swedish local authorities are taking part to people-to-people and networking programmes with Kaliningrad.

Germany has implemented approximately ten projects in the region, with a total of over EUR 1 million. The projects have been realised in the spheres of education, agriculture and economic development. Significant exchange programmes are also taking place at the level of German Länder and cities.

Finland has provided assistance and resources for the prevention of HIV epidemic in Kaliningrad, and has also been involved, together with NIB/NEFCO/EBRD/Sweden and Denmark, in the Water and Environmental Services project for the City of Kaliningrad.

Lithuania’s projects cover HIV prevention, civil society development, education and exchange initiatives in the academic sector. Poland’s activities in the area concern mainly the regional level and cross-border co-operation.

An important initiative was the establishment, by the CBSS, in September 2000 of an Eurofaculty at the Kaliningrad State University. After Tartu, Riga and Vilnius, foreign language courses are being organised, lectures will be delivered by professors from European Universities to students, and new curricula developed in law and economics.

Other technical assistance providers include Norway (mainly energy saving projects) and the USA (in the field of civil society promotion).

Source: http://europa.eu.int/comm/external_relations/north_dim/doc/ com2001_0026en01.pdf
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COMMISSION STAFFWORKING PAPER

Northern Dimension

Brussels, March 29, 2001, SEC(2001) 552

(Excerpts)

…Under the TACIS programme special attention is being paid to the environment in North West Russia… TACIS support for the Sortavala sewage treatment plant near the Russian-Finnish border (€4.5 m) and a water and environment monitoring project in Kaliningrad (€2.4m) will both make a tangible contribution to a better environment…

Under the TACIS cross border co-operation programme €38 m has been allocated for technical assistance and infrastructure works at border crossings… Some €11.5m will be spent in Kaliningrad on border crossings with Lithuania and Poland (Chernychevskoe – Kibartai and Bagrationovsk – Bezledy)…

Kaliningrad. The Commission recently issued a discussion document outlining ideas and options for dealing with issues such as the movement of people and of goods and energy supplies after EU enlargement to Poland and the Baltic States. A process of detailed discussion of the issues involved has now begun with the Russian authorities within the framework of the EU-Russia Partnership and Co-operation Agreement. In parallel, the EU is continuing to discuss these issues with Lithuania and Poland.

Under the TACIS programme, over €32.9m has already been spent in Kaliningrad on projects ranging from SME and human resource development, to healthcare, energy and tourism. The TACIS Cross Border Co-operation Programme, for instance, has provided support (€200,000 – 1998-2000) to the Kaliningrad anti-AIDS centre, focusing on HIV prevention, equipment supply for clinics, seminars and information campaigns.

Kaliningrad will continue to be a priority region under the TACIS national programme for Russia and future priorities include environment, administration and law enforcement and public health. To support the effective implementation of these projects and programmes, a new TACIS office was opened in Kaliningrad at the beginning of 2001…

Source: <http://europa.eu.int/comm/external_relations/north_dim/ conf/formin2/sec_552_01_en.pdf>
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SECOND FOREIGN MINISTERS' CONFERENCE ON THE NORTHERN DIMENSION

Luxembourg, 9 April 2001

Overview

(Excerpt)

Due to its geographic location, Kaliningrad deserves special attention. The Commission's Communication on Kaliningrad constitutes an important and welcome basis for formulating EU policies towards this area. EU-Russia co-operation on issues related to Kaliningrad is evolving within the working bodies of the Partnership and Co-operation Agreement. Co-operation on Kaliningrad is well suited for the Northern Dimension as it directly involves several Partner Countries (an example is the Nida initiative regarding Russian-Lithuanian cross border co-operation)…

Source: <http://europa.eu.int/comm/external_relations/north_dim/ conf/formin2/introd.htm>

Speech by The Rt Hon Chris Patten, CH, Member of the European Commission responsible for External Relations

(Excerpt)

Facilitating the circulation of goods and persons in the Northern Dimension region is another high priority. €38 Mio has been spent under TACIS for technical assistance and infrastructure works at border crossings. A further €11 Mio will soon be spent in Kaliningrad on border crossings with Lithuania and Poland.

We have paid particular attention to Kaliningrad. We outlined some ideas and options for the region in a ‘Communication’ earlier this year which I invite you to look at. And we have spent €33 million in the Kaliningrad region on projects ranging from SME and human resources development, to healthcare, energy and tourism…

Source: <http://europa.eu.int/comm/external_relations/north_dim/ conf/formin2/speech.htm>
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A Guide to

BRINGING INTERREG AND TACIS FUNDING TOGETHER

(April 2001)

(Excerpts)

Kaliningrad

The focus of INTERREG and TACIS coordination is not only on the EU-Russian land border. It is equally important to emphasise co-operation within the wider Baltic Sea region, and in particular with Kaliningrad. This Russian exclave on the Baltic Sea does not have a land border with the European Union at present, but it does have a coastline on the Baltic Sea, and the TACIS cross-border co-operation programme extends to co-operation with other countries in the Baltic Sea Region.

The Commission wishes to encourage the participation of Kaliningrad in co-operation actions in the Baltic Sea region. Kaliningrad lies within the zone identified in the context of the INTERREG transnational programme for the Baltic Sea region. As described below, transnational co-operation has a wider scope than cross-border co-operation and is more suited to the maritime dimension of the Baltic Sea area.

In January 2001, the Commission issued a communication on Kaliningrad and its future relationship with the European Union. The document is a discussion paper intended to encourage thinking on how to assist the development of the region in the framework of enhanced co-operation between Russia and the European Union…

…Under INTERREG IIIB, actions are supported on the EU side of the border in the context of the Baltic Sea Region which covers all of the Nordic countries and North-East Germany as well as North-West Russia and Kaliningrad…

Source: <http://europa.eu.int/comm/external_relations/north_dim/ conf/formin2/intreg_TACIS.pdf>
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European Commission

A NORTHERN DIMENSION FOR THE POLICIES

OF THE UNION:

AN INVENTORY OF CURRENT ACTIVITIES

(April 2001)

(Excerpts)

INTRODUCTION

…The Feira Council invited the Commission to take a leading role in implementing the activities of the Action Plan and to present appropriate follow-up proposals, including on the environment and nuclear safety, the fight against international crime and Kaliningrad, which are considered the most urgent priorities in this context.

The Commission adopted a Communication on Kaliningrad on 17 January 2001 outlining ideas and suggestions to be discussed between the EU, Russia and Candidate Countries with a view to addressing the effects that the enlargement of the EU will have on the Kaliningrad region…

1. ENVIRONMENT

Main activities

TACIS

Ongoing or recently completed projects:

…

· Water and Environmental Monitoring in Management in the Kaliningrad Oblast (TACIS-CBC - € 2,2M)…

· Kaliningrad pure water saving programme (TACIS Bistro - €99 220)…

Principal actions in the pipeline or planned:

…

· Waste management in Kaliningrad (TACIS Special Action for the Baltic Region - €2M)…

LIFE - Third Countries Program:

· Russia: St Petersburg region and Kaliningrad: about 2-4 projects a year of about €0.2m each…

Further developments

…

· Consideration of TACIS assistance for measures to reduce pollution in

Kaliningrad is a priority for the 2001 programme…

4. JUSTICE AND HOME AFFAIRS
…The Russian Oblast of Kaliningrad presents particular challenges. Some 50 percent of the region’s population are estimated to live below the poverty line with real unemployment being an average 25 percent across the Oblast. The region’s military status plays a key role in Kaliningrad’s situation. Kaliningrad is currently facing a number of serious security problems which should be urgently addressed…

…The region’s law enforcement agencies: police, customs and border guards participate regularly in meetings of the Visby Operational Committee (OPC), where operative measures are initiated. Russia is an active member and its law enforcement authorities take part in most of the Visby operations in the region. Last year Russia took on the responsibility of being the main organizer of some of the joint operations of the Visby Group Task Force. In these joint operations Russia included also Kaliningrad Oblast. The Visby co-operation also includes judicial co-operation. A first groundbreaking agreement on the returning of stolen cars has recently been concluded between Russia and Sweden…

…the Commission is considering launching under the TACIS Regional 2001 action programme a specific programme in the Kaliningrad region to combat organised crime including drug trafficking, and a programme to enhance border management capacities. In addition, the TACIS customs and crossborder programmes also contribute to the fight against crime by combating drugs trafficking, commercial fraud and corruption…

Co-operation on border crossings

Attention is focused on border crossings (Official Crossing Points) and border management (“Green” Borders) issues both between EU Member States and partner countries and between the partner countries. 

With the perspective of the forthcoming enlargement, the establishment of the future external border will require an integrated approach in terms of infrastructure, equipment and services - especially border guard, customs, police, immigration and phytosanitary/veterinary controls. Since the control of the external border will be carried out in co-operation with and in places jointly with the neighbouring state, this integrated approach will necessarily be taking place within an enlarged EU foreign policy framework…

…Special attention will be paid to the two border crossings in the Kaliningrad region…

TACIS:

…

· New Border post at Bagrationovsk (Kaliningrad) (€3M - in the pipeline)

· Border post at Chernyschevsky (Kaliningrad) (€8.1M - in the pipeline)…

5. ENERGY

…

Main activities

TACIS:

…

· ·Support to regional energy organizations – Kaliningrad – Novgorod (TACIS – Russian Federation - €2M)…

7. TELECOMMUNICATIONS AND INFORMATION SOCIERY
…Specific work is needed to enable the Northwest Russia, especially St Petersburg and Kaliningrad to participate in a Northern eDimension action plan with concrete IS projects…

8. PUBLIC HEALTH

TACIS:

…

· Support to Kaliningrad anti-AIDS Centre (TACIS CBC Small Projects - €200,000)…

More TACIS activities in the pipeline:

· Improving Public Health in North West Russia; North West Health Replication Project (TACIS Special Action for the Baltic Region - €2M). This technical assistance contract will build on successful health care reform projects in Russia and will replicate, disseminate and if necessary further develop the achievements of these projects meeting the needs in the Oblasts of Arkhangelsk, Kaliningrad and Murmansk.

· The Kaliningrad/Malmø Crossborder Co-operation on Mother-to-Child HIV prevention (TACIS CBC Small Projects - €200,000)…

Sources: <http://europa.eu.int/comm/external_relations/north_dim/conf/ formin2/invent_01.pdf>
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RUSSIA - EUROPEAN UNION - SUMMIT

(Moscow, 17 May 2001)

Joint Statement

by V.V. Putin, President of the Russian Federation,

G. Persson, President of the European Council, assisted by J. Solana,

Secretary-General of the EU Council/High Representative

for Common Foreign and Security Policy of the EU,

and R. Prodi, President of the Commission of the European Communities

(Excerpt)

We have committed ourselves to fostering the development of the Kaliningrad region. As referred to in the Commission communication on Kaliningrad, issues such as movement of people, transit of goods, energy and fisheries will need to be addressed within the PCA framework, with a view to working out practical arrangements subsequently, with due respect to the Community acquis. The involvement of future Member States in the process of finding practical solutions for Kaliningrad is important and should be encouraged.

Source: <http://ue.eu.int/newsroom/loadDoc.asp?max=1&bid= 102&did= 66516&grp=3471&lang=1>
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COUNCIL OF THE EUROPEAN UNION

9546/01

Brussels, 5 June 2001

Report of the Working Group (WG) 

on the Northern Dimension Environmental Partnership

(Excerpts)

…However, the environmental situation in Northwest Russia, including Kaliningrad, (Russian NDA) remains very difficult and thus NDEP should at least initially focus on this part of the NDA. There is a very large legacy of past and ongoing environmental degradation with cross-boundary impacts that has not yet been addressed. For instance, sewage from 1.5 million people in the St. Petersburg area is still discharged untreated into the Baltic Sea, with a similar situation around Kaliningrad…

Since at least the initial size of the Fund will be rather limited, and most projects will need additional grant support to become financially viable, there will be a stringent need for setting priorities in the selection of projects. Because of the environmental importance and their advanced stage of preparation, the St. Petersburg and Kaliningrad wastewater projects would be clear frontrunners. This would also allow building of convincing reference projects that could encourage contributors to make more grant resources available over the period of the programme…

Source: http://ue.eu.int/en/summ.htm
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"Northern Dimension and Co-operation in the Baltic Sea Area"

Speech by The Rt Hon Chris Patten, CH
SPEECH/01/260 - Overseas Club and 'Pro Baltica' 

with Hamburg Mayor O. Runde and Finnish FM E. Tuomioja, 

Dresdner Bank - Hamburg, 6 June 2001

(Excerpt)

We have devoted much attention to the Russian Oblast of Kaliningrad, due to the particular problems it would face in any circumstances and also to the fact that, when the Baltic countries and Poland become members of the European Union, Kaliningrad will be a Russian enclave ringed by Member States. Earlier this year, the Commission adopted an important Communication outlining ideas and options for the region, which we are currently discussing with our Russian counterparts as well as with Poland and Lithuania. 

I think we would have our work cut out to create the "Hong Kong of the Baltic Sea", as some Russian commentators have suggested. This would be a tall order. But it is my firm intention to do everything possible so that EU enlargement will not be seen as a threat by the citizens of Kaliningrad. It should provide our neighbours there with more opportunities for an improved livelihood. Formidable challenges confront the authorities there, as I could witness during a recent visit: organised crime, the spread of AIDS/HIV, substantial unemployment and important environmental damage, to mention only the most obvious. 

Source: <http://europa.eu.int/comm/external_relations/news/patten/ sp01_ 260.htm>
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2356. Council - GENERAL AFFAIRS

Press Release: 11/6/2001. - Press: 226. - Nr: 9398/01

2356th Council meeting. – Luxembourg, June 11-12, 2001

(Excerpt)

Kaliningrad - Council conclusions

Further to its conclusions of February 2001, the Council took stock of work taking forward co-operation with Russia and neighbouring countries relating to the Kaliningrad region, notably on the basis of the Commission Communication on the EU and Kaliningrad. The Council recognised that primary responsibility for the future development of the Kaliningrad region lies with the Russian Federation. In this context, it noted with interest Russia's discussions of domestic policy towards the region.

The Council welcomed the constructive dialogue launched with Russia on Kaliningrad within the framework of the Partnership and Co-operation Agreement in order to identify practical solutions for the region with due respect for the Community acquis. It called upon Russia to play a full part in these discussions.

The Council reaffirmed its view that the institutions of the PCA, notably the relevant sub-committees, continued to be the most appropriate fora for further discussions. It noted that meetings of the PCA institutions at higher level during the coming year will provide important opportunities to take stock of progress made.

At the same time, the Council welcomed the dialogue with the associated countries on issues related to Kaliningrad and encouraged this to continue within the framework of the Europe Agreements. It recognised that some issues involving the candidate states, notably on the movement of people, could only be addressed in the context of the enlargement process and with due attention paid to the bilateral relations with the candidate states concerned and Russia. 

The Council further welcomed discussion in the framework of the Northern Dimension and noted the suggestion to hold, if necessary, ad hoc meetings at expert level between interested parties to address technical issues raised in the Communication.

The Council noted with satisfaction the assistance being provided through PHARE and TACIS as well as the bilateral contributions of Member States, to address issues such as economic development, transport and energy, good governance, democracy and the rule of law, justice and home affairs, environment, health as well as cross-border co-operation. In this respect it welcomed the recent opening of a TACIS office in Kaliningrad and preparation of a TACIS study on the energy needs of the region, to be launched during 2001. Moreover, the Council undertook to consider further efforts to enable the region to make full use of the opportunities of EU enlargement.

The Council asked the appropriate Council bodies, under the policy guidance of Coreper, to continue to examine the implications of enlargement for Kaliningrad and to report back to the Council on a regular basis. In this context, the Council noted that the issue of movement of people should be addressed with a view to identify practical measures to facilitate small border traffic and transit for Kaliningrad and the possibility to take advantage of any special arrangements permitted by the acquis.

Finally, the Council invited the Commission to present a comprehensive report to the Council by September 2002 on the basis of the Communication on the EU and Kaliningrad and on progress made in the EU's co-operation with Russia and neighbouring countries on Kaliningrad."

Source: <http://ue.eu.int/Newsroom/loadDoc.asp?max=1&bid= 71&did= 66759&grp=3552&lang=1#_Toc516926512>
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Council of the European Union

Brussels, 12 June 2001, 9804/01, NIS43, COEST 16, PESC 225

Full report on Northern Dimension Policies

(Excerpts)

…The Action Plan for the Northern Dimension covers a broad range of sectors. The Feira European Council in its conclusions specifically mentioned three priorities: environment, including nuclear safety, the fight against international crime, and Kaliningrad and invited the Commission to prepare follow-up proposals…

…While recognising that primary responsibility for the development of the Kaliningrad region lies with the Russian federation, the Kaliningrad region deserves special attention due to its geographic location. The Commission’s Communication on Kaliningrad, adopted in January 2001, constitutes a basis for formulating EU policies. EU-Russia co-operation on issues related to Kaliningrad is evolving within the working bodies of the Partnership and Co-operation Agreement. In parallel, the EU discusses these issues with Lithuania and Poland.

A new TACIS office was opened in Kaliningrad at the beginning of 2001. Kaliningrad will continue to be a priority region under the TACIS programmes for Russia. Future priorities are expected to include environment, administration, and law enforcement.

Regional and cross-border co-operation with Kaliningrad directly concerns several Partner Countries, e.g. in the field of improved border control posts. The “Nida II initiative” regarding Russian-Lithuanian co-operation on Kaliningrad, also involving Poland, is a good example of how Partner Countries directly can contribute to the implementation of the ND Action Plan. The CBSS academic co-operation project Eurofaculty has been extended to include the faculties of economics and law at the Kaliningrad State University…

…A number of initiatives have been carried out in the framework of the TACIS programme, i. a. to promote the implementation of social and health care reforms and to combat HIV/AIDS and other sexually transmitted diseases in Kaliningrad and North West Russia…

…Further action is needed in relation to the identified pollution "hot spots" in the ND region such as waste water treatment and management of hazardous waste, especially in Kaliningrad, St Petersburg and the river Neva catchment area…

…It is important to address the issues raised in the Commission's Communication on Kaliningrad and achieve concrete results acceptable to all concerned. If necessary, ad hoc meetings at expert level between interested parties could be arranged to address technical issues raised in the Communication…

…The Northern e-Dimension action plan, which is expected to be adopted at a ministerial meeting in Riga in September 2001 to be organised by Latvia, will set priorities for further actions, provide for close information exchange and collaboration in selected areas, and establish a framework for follow up. Special efforts are needed to enable North West Russia, especially St Petersburg and Kaliningrad, to participate with concrete projects…
Source: <http://europa.eu.int/comm/external_relations/north_dim/doc/ full_report.pdf>
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Address by Ambassador Alexey A. Obukhov,
Chairman of the CBSS CSO,

to the 10th Baltic Sea Parliamentary Conference
(Greifswald, Germany, September 3-4, 2001)

A particular attention should be paid to settling the problems of Kaliningrad Oblast. Given its geographic isolation from the rest of Russia and the forthcoming expansion of the European Union, Kaliningrad Oblast should be provided with the necessary conditions for its normal unhindered development and life support. This is where the common interest of all the States of the region appears to coincide. Peaceful environment around the Kaliningrad Oblast is an indispensable stability element in the Baltic Sea area. It is a matter of record that the European Union and Russia are engaged in a dialogue concerning this issue. We would like Kaliningrad Oblast to be transformed into a pilot project of our long-term inter-regional co-operation with the EU. As to the CBSS, it appears to be able to contribute to launching and implementing concrete multilateral projects involving Kaliningrad Oblast. Incidentally, significant positive experience has been accumulated in this sphere, including in the context of bilateral border co-operation. It is just in this light one can regard, for instance, the Polish-Lithuanian-Russian initiative on personnel training for Kaliningrad Oblast. We associate big hopes with the inauguration of the Eurofaculty project at Kaliningrad State University in September 2000. In our view this project helps modernize the curricula and teaching methods in such disciplines as law and economics to meet current requirements for the development of the region. An additional impetus is required to the programmes within the framework of the Russian-Lithuanian Nida initiative of February 2000 aimed at developing the co-operation between Kaliningrad Oblast and Lithuania in various spheres. Moreover, there exist numerous further spheres where constructive efforts could be made.

Source: http://www.baltinfo.org/documents/cbsspresidencies/ 10russian/dbaFile267.html
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EU-Russia Summit, Brussels,  3 October 2001

Press: 342 - Nr: 12423/01

Joint Statement

by Mr. G. Verhofstadt, President of the European Council, assisted by
Mr. J. Solana, Secretary-General of the Council/High Representative for
EU Common Foreign and Security Policy, Mr. R. Prodi, President of the Commission of the European Communities and Mr. V.V. Putin, President of the Russian Federation

(Excerpts)

9. The specific problems facing the Kaliningrad region have been raised. While acknowledging that the development of the region is primarily a matter for the federal and local authorities, we shall continue our constructive dialogue on the subject in the relevant Partnership and Co-operation Agreement bodies in order to work out practical ways of solving the region's problems…

11. It is essential to guarantee border security, while preventing borders from becoming an insurmountable barrier to our citizens. In this connection, we reaffirm the importance of continuing the discussions aimed at reaching an agreement on consular and visa questions between Russia, the EU and EU Member States. We agree to take special measures against illegal immigration and shall seek to conclude a readmission agreement. In particular, we shall study the special position of Kaliningrad, especially in the context of future accessions to the Schengen Agreement. Russia and the EU confirm their resolve to combat organised crime in a highly focussed way. The new laws on money laundering adopted by Russia are a major step in this direction.

Source: http://europa.eu.int/comm/external_relations/russia/ summit_ 10_01/ dc_en.htm
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III. KALININGRAD

This winter Kaliningrad was the subject of much media attention, from which considerable discussion resulted. Western concerns briefly focussed on allegations that Russia may be using the region for the forward positioning of tactical nuclear weapons. However, no conclusive evidence was brought to settle the matter. Most of the debate about Kaliningrad, however, revolved around the consequences of European Union enlargement for the region itself, as well as for its neighbours, primarily Poland and Lithuania. With Polish and Lithuanian membership of the EU approaching, Kaliningrad, already an "island" in Western lands some 600 km and three successive frontier crossings away from motherland Russia, would soon become an enclave in EU territory. Although Kaliningrad citizens, backed by Russia, fear that they will be isolated from the motherland politically, economically and in human terms (allegations have also appeared in the local press that EU membership could be a cover for a "re-germanisation" of the former Königsberg) they hope to be able to benefit from the new opportunities created by EU extension. Russia, on the other hand, is worried that the growing singularity of the province, and the emergence of a regional identity at the same time (some refer to the inhabitants of the Oblast as "Russian Balts") might encourage autonomous aspirations there - undermining the administrative re-centralization which President Putin has made a hallmark of his policies. Russia's concerns, of course, would be magnified by the prospect of Lithuania entering NATO, a possible outcome of the Alliance's revision of its enlargement strategy in 2002. 

Lithuania and Poland, for their part, would like to see the problems of Kaliningrad, in particular those related to the visa system and border control, resolved soon, lest this might slow down their EU membership. As one of Kaliningrad's main trading partners and its main transit route to the Russian mainland, Lithuania, which fears that "dramatization" of the problems would play into Moscow's hands, is also keen that solutions be found for the enclave's economic development and its communication with the outside in a way that fosters economic and political stability in the area. Warsaw supports the Lithuanian position, and would also welcome closer trading ties between Kaliningrad and the bordering provinces of Warmia-Mazuria and Pomerania (among the poorest in Poland). 

The European Union has been trying to address these concerns, making it clear in its June 2000 Feira conclusions about the Northern Dimension that Kaliningrad would be a priority issue, and following up with a Commission communication on "The EU and Kaliningrad" in January 2001. This communication which, as the introduction makes clear, does not aim to provide formal proposals but rather to draw up a list of options that the parties could discuss, has received the approval of the Council of Ministers. Your Rapporteur proposes to analyse the main points raised in this document, also taking into account Russia's remarks on 6 March 2001 and its official response to the Commission on 19 March. He also wishes to point out, in the light of a study by the Centre for European Policy Studies (Just Good Friends? The EU-Russian "Strategic Partnership" and the Northern Dimension, Working Paper No. 166) that although Kaliningrad is now on the EU-Russia relations agenda, Brussels and Moscow still seem to be co-operating only within the framework of the Council of the Baltic Sea States or by way of the bilateral contacts that Sweden, Denmark, Finland and Germany, among others, have set up with Russia. Prior to this analysis, however, your Rapporteur deems it useful to provide some background information about the enclave. 

A. BACKGROUND 

The enclave of Kaliningrad, the Northern part of the former East Prussia, granted to Stalin at the Potsdam Conference in 1945, is bordered by Poland, Lithuania and the Baltic Sea (http://europa.eu.int/comm/external_relations/ north_dim/doc/com2001_0026eu01.pdf). It has a surface of 15,100km_ (half that of Belgium) and a population of about 950,000 inhabitants (including 75 percent Russians from the former Soviet Union, quite substantial communities of White Russians, Ukrainians and Lithuanians and 0.2 percent Germans), almost half of whom are concentrated in the capital. In Russian administrative terms, the enclave belongs to the North-Western Federal District (Russia has seven such districts), whose capital is St Petersburg, 900km to the North. 

With the independence of the Baltic States, Kaliningrad is important strategically for Russia as this is the only Russian port on the Baltic that does not freeze in winter. Although the enclave is the base for the headquarters of the Baltic Fleet (Baltiisk), the profile of the naval infantry as such is essentially defensive at present, most of the large surface ships having been withdrawn. The Russian military presence has diminished significantly over ten years, with the current number of military personnel in the region variously assessed at between 18,000 and 25,000 (from a total of 200,000 during the Cold War), plus some 5,000 Border Guard troops and some 1,000 Internal Forces. In addition Admiral Vladimir Yegorov, the governor of the enclave since November 2000 and the former commander of Baltiisk, stated in February 2001 that Moscow would reduce its troops stationed in the western part of the enclave by 8,600 between now and 2003. 

Accordingly, the direct economic importance of the military has greatly diminished. However, it remains of some weight in the sense that many retired military personnel have opted to stay in the region and are among the 2,000 entrepreneurs who make up the Kaliningrad Employers' Union and the 70,000 or so traders or craftsmen officially known to the authorities. Many of these former servicemen are also engaged - as are some active military - in the "shadow economy", which is estimated to account for more than 50 percent of GDP. The designation of the whole of the Kaliningrad area as a Special Economic Zone (SEZ) under Boris Yeltsin in 1996, then touted as the first step in its transformation into the "Hong Kong of the Baltics", has not provided the desired impetus. Local industrial production has fallen by 50 percent in ten years, and the fishing industry, once prosperous, has largely collapsed. The recent extension of the SEZ until 2011, and the adoption of an Oblast development plan with a budget set at 100 billion roubles, have not silenced the many in Kaliningrad and the surrounding area who criticize the central government for lacking a clear policy with regard to the enclave. Although there is provision in the Special Economic Zone for duty exemptions on imported goods and exports produced in the province (paper, software, machinery, etc.) the principal beneficiaries of the duty-free zone are the traffickers. While there are some nine million recorded frontier crossings per year between the enclave and neighbouring countries, the estimated number of persons involved in cross-frontier dealing of all kinds is 10,000. Thus the principal natural resource, with oil from the Baltic (extracted offshore and refined in Lithuania), amber, of which the Oblast holds 90 percent of world reserves, is entirely traded as contraband, like alcohol and cigarettes. 

Kaliningrad's social indicators are bad. The standard of living is lower than the already poor Russian average, with a third of the population living below the poverty line. The weakness of the institutions and the dire economic situation have allowed criminality to thrive. The crime rate is 20 percent to 30 percent above the Russian average, with the region playing an important role as a hub of organised crime. Car thefts, trafficking in people and illegal migration are commonplace. Drug use is spreading at an alarming rate (the enclave is said to have over 10,000 heroin addicts), as are communicable diseases such as tuberculosis, syphilis, diphtheria, measles, and paratyphoid. The region is thought to have the highest AIDS infection rate in the whole of Russia, the virus also being spread by prostitutes, two-thirds of whom could be HIV positive. Kaliningrad is second only to St. Petersburg as a major source of Baltic Sea pollution, generating more than 400,000 tons of domestic and industrial waste every year, barely 2.7 percent of which is recycled. The main sewers date from before the Second World War and fester in the open. 

Thus, as summarized by Swedish Prime Minister Göran Persson, "Almost every problem imaginable can be found in Kaliningrad", fully justifying that the EU should grant the province particular attention. Moreover Sweden, as a state with Baltic Sea frontage, has made the enclave a priority of its European Presidency (1 January - 30 June 2001), as witness the visit to Kaliningrad in February 2001 by Mrs. Anna Lindh, the Swedish Foreign Minister, and by Mr. Chris Patten, the European Commissioner for External Relations, the meetings on the Northern Dimension and of the EU-Russia Co-operation Council in Luxembourg in April, and the EU-Russia summit in Moscow in May. 

B. TACKLING THE PROBLEMS: EU'S PROPOSALS AND RUSSIA'S RESPONSE 

In good logic, the European Commission's Communication divides the consequences of enlargement for Kaliningrad into two sets: 1) those that are specific to the province; they relate mainly to the movement of goods, the supply of energy and the movement of people, and are the principal sources of concern for the Russians; 2) those that relate to broader areas in which the EU would like to step up its co-operation with Russia, i.e. economic development, the fight against crime, the environment and health care. Your Rapporteur will take these two categories in turn, particularly in the light of the CEPS study referred to in the introduction. 

1. EU enlargement issues specifically related to Kaliningrad 

a. The movement of people 

Although the Commission only deals with the issue of movement of people as the third item in its communication, after the movement of goods and the supply of energy, your Rapporteur wishes to broach it now, because it is undoubtedly the most sensitive issue in the definition of an EU-compatible regime for Kaliningrad, the one which in any event causes Moscow the most concern. 

The Commission document makes it clear that the current visa-free transit arrangements with Poland and Lithuania (the inhabitants of Kaliningrad go there using coupons which they just have to buy) will have to be discontinued, as the new EU Member States will have to apply the common policy of the Schengen area. This prospect alarms the Russian authorities, insofar as the inhabitants of the enclave will have to seek visas both for Poland and Lithuania and also for Russia, their own country. While Warsaw intends to introduce the visa system this autumn, Vilnius will do so at the time of its accession at the latest. This will have substantial adverse effects upon the local population, Russian, Polish and Lithuanian who, as stated above, make several million frontier crossings each year for commercial or "social" reasons. Moscow is also concerned by the delay in obtaining visas and the cost of these, as well as by the fees for Russian passports, which the inhabitants of the Oblast will also have to acquire (at present simple identity papers are enough for entering and leaving the enclave). 

Many commentators, including the CEPS and the Warsaw Stefan Batory Foundation, stress the necessity for the European Union to soften its stance in relation to Kaliningrad. The "all or nothing" approach adopted by the EU in respect of its enlargement policy does not make things easier. At most Brussels declares itself ready to consider the suitability of Community rules on small border traffic and transit for the specific situation of the Oblast. As the Russian authorities emphasize, the solutions the EU proposes and which it is prepared to support (namely improving the efficiency of border crossings through the upgrading of facilities and procedures and reducing the cost of visas to be granted by EU Member States, which might also open new consulates in the province) are mainly of a technical nature. They are far from satisfactory to Moscow, which would have liked a more "political" approach to the problem. In particular the Russian authorities would hope that residents of the enclave could obtain free one-year term visas for crossing Lithuania, Poland and Latvia, and that non-Kaliningrad Russian citizens could travel visa-free between the province and the motherland, provided that they used pre-determined routes. The CEPS and the Stefan Batory Foundation propose that the new Member States of the Union make border crossings simpler: 1) by issuing visas at the frontier itself (Just Good Friends? The EU-Russian "Strategic Partnership" and the Northern Dimension, Centre for European Policy Studies Working Paper No. 166); and 2) issuing residents of Kaliningrad with multiple single-day entry visas, which would make it possible to maintain cross-frontier trade and family and neighbourhood contacts, as well as the local labour market (The Half-Open Door: the Eastern Border of the Enlarged European Union, Stefan Batory Foundation, January 2001). Your Rapporteur would like to point out at this stage that all these alternatives still have to be debated, and that it seems unlikely that they (even only some of them) can be implemented between now and the introduction by Warsaw of the visa system this autumn. He therefore suggests, following the example of the CEPS, that the EU should recommend to Poland that it postpone the introduction of visas until its admission to the Union. 

b. The movement of goods 

In its communication the Commission argues that the adoption by Poland and Lithuania of the EU's acquis will benefit Russian goods, since the common external tariff will be lower than the ones previously applied by the two countries. Russia does not seem to have an argument with this. It does, however, express pointed concerns about the transit aspect of trade, defending the view that there should be "untrammelled transit" between Kaliningrad and the rest of Russia. In addition, Russia makes it clear that military transit "is beyond the EU acquis and thus may be regulated with Lithuania on a bilateral basis". Moreover, the Russians have recently voiced the desire to review the existing agreement. 

Russia welcomes European proposals for major improvements in border crossing facilities and procedures (as in the case of movement of people), and in infrastructures such as port facilities, road, rail, and air links, as well as the development of multi-modal transport strategies for the region. These projects would be supported by the PHARE and TACIS programmes. This would also be welcomed by Lithuania, which, as stated above, would like to avoid disruptions in trade links resulting from enlargement. Poland is also interested, but to a lesser extent, although improvements in border crossings and customs procedures would greatly benefit its neighbouring Warmia-Mazuria region, one of the country's poorest, as specified in the introduction. 

c. Energy supply 

Kaliningrad produces only 20 percent of its own energy needs and is almost totally dependent on imported energy, which comes from Russia via a common grid with Lithuania. As Lithuania envisages a link to the Central Europe electricity grid, Kaliningrad will have to re-think its energy supply, either also switching to the Central Europe grid, or adapting its infrastructure to remain connected to Russian supply sources, or increasing its own production. Russia would prefer a combination of the latter two. The building of a new power plant, however, is sure to be resisted by the European Union. At this point the Commission is careful, suggesting that a TACIS study be undertaken to analyse the various scenarios, also taking into account projects now under way for new gas pipelines in the Baltic region. 

d. Fisheries 

Here Russia's concern is that after enlargement, the Baltic Sea will become an almost exclusive EU fisheries zone. The Commission proposes to take this into account in the context of a new Russia-EU fisheries agreement, negotiations for which began in June. Russia, however, fears that these negotiations have started too late to offset the effect of enlargement on Kaliningrad (and St Petersburg as well). 

2. Other issues of concern regarding Kaliningrad 

a. Economic development 

The Commission suggests that Kaliningrad's enormous economic problems, which the 1998 financial crash and the devaluation of the rouble have only served to accentuate, be tackled in the context of existing EU programmes, in particular TACIS and regional policies. It also proposes taking into account the heavy involvement of regional organizations such as the Nordic Council and its financial institutions (Nordic Investment Bank, Nordic Environmental Financing Corporation), the Council of the Baltic Sea States, EBRD and World Bank projects, as well as the technical and financial assistance of several Member States, primarily Denmark, Sweden, Germany and Finland. During the last few years Kaliningrad has received €15 million in TACIS assistance, and an overall budget of an equivalent amount should reach it soon. 

Following the example of the CEPS, your Rapporteur wishes to stress in this connection that the Kaliningrad enclave comes under the control of the European Commissioner for External Relations (and not the European Commissioner for Enlargement) and is covered by the Partnership and Co-operation Agreement with Russia, as restated in May 2001 by President Putin and EU leaders at the EU-Russia Moscow summit. However, it seems that, in the case of the enclave, the most appropriate form of economic aid is that provided by PHARE and other pre-accession programmes, aimed at improving the capacity of the recipient country to operation in the Single Market. Kaliningrad is not ready for the introduction by Poland and Lithuania of European products and standards, and EU aid to it as part of the TACIS programme is not primarily intended to improve such capacity. In its document the European Commission rejects the idea of a free-trade arrangement with Kaliningrad, giving as its reason, inter alia, the political difficulties that such an agreement with a non-sovereign entity would involve. Failing this, the Commission might perhaps contemplate extending the PHARE programme and including the Oblast in it, as the local authorities suggest, or setting up a special programme that would seek to solve the problems that enlargement of the Union raises for the enclave. If the Union nevertheless decides not to go beyond the TACIS programme and regional policies, it still remains to be seen to what extent Kaliningrad's problems can be addressed through the latter, since regionalisation might mean loss of control from the centre. Russia's medium-term strategy for the development of its relations with the European Union, published in 1999, makes it clear that the authority of Moscow over the enclave should be preserved, conceding that Kaliningrad could, at best, fulfil the role of a pilot region in this context. On the other hand, one cannot rule out the possibility that Admiral Yegorov, a close ally of President Putin, would paradoxically give the province greater breathing space. However, the Admiral is a firm believer in control from the centre. 

b. Governance, democracy and the rule of law 

One of the foci of TACIS is to help with the improvement of public administration and judicial reform, a major task in Kaliningrad as well as in the rest of Russia. The EU particularly stresses the need for action to combat illegal activities, pointing out that the improvement of border facilities and procedures, needed to facilitate travel and transit, will also play an important role in the fight against crime. It also praises Russia for its active role in the Task Force on Organised Crime in the Baltic Region, which has been successfully conducting joint, multi-disciplinary law enforcement operations since 1996 against dealing in stolen cars, drug trafficking and illegal immigration. Efforts to combat crime in Kaliningrad have to be placed in the context of the broader programmes which the EU is trying to promote with Russia as part of its Action Plan for the Northern Dimension, initiated in June 2000, and its Common Strategy on Russia, launched a year earlier. 

c. The environment 

As alluded to above, Kaliningrad's environmental situation is calamitous, justifying that environmental clean-up and pollution reduction have been a focal point of EU assistance. In the immediate future the largest efforts will go to reducing water pollution in the Baltic Sea, as this affects all riparian states, and to improving water quality and sewage treatment in the District. These projects, with an estimated cost of some seven billion Euros, will be under the aegis of the Northern Dimension Environmental Partnerships, the creation of which was approved in Luxembourg last April by the Foreign Ministers of the Fifteen and their Northern Dimension counterparts. In addition the EU does not rule out the necessity of tackling nuclear waste disposal problems in the future, and points out that stockpiles of chemical weapons dating back to World War II will have to be dismantled. It stressed in this connection that an agreement must be reached with Russia regarding negotiations on the Multilateral Nuclear Waste Management Programme, the signing of which was initially scheduled for 17 May but has been postponed. 

d. Communicable diseases 

The high incidence of communicable diseases in Kaliningrad, in particular AIDS, is a major concern for neighbouring countries. EU member-countries in the region, in particular Denmark and Finland, have taken the lead in co-operative efforts to address the problem. Initiatives are coordinated by a Task Force for Communicable Disease Control, created under the auspices of the Council of the Baltic Sea States in April 2000. 

3. Negotiating the future of Kaliningrad 

As pointed out by the Stefan Batory Foundation, Moscow's policy over Kaliningrad has remained unclear and has suffered frequent U-turns since the beginning of the 1990s. The main concern of the central government at present, as alluded to above, seems to be that the changes in the "EU's rules of the game" in the region could lead to estrangement of the province from the mainland. These concerns should be alleviated by the EU's position that issues related to Kaliningrad should be discussed within the framework of the EU/Russia Partnership and Co-operation Agreement (PCA), the main forum for the management of EU-Russia relations. Moscow, at the same time, is unhappy with the EU's plans to have the negotiations broken down within the fifteen PCA committees, as this will make it more difficult to have a comprehensive view of the progress being achieved and will limit the scope for bargaining. The EU, for its part, is reluctant to agree to the creation of a single committee devoted to Kaliningrad within the PCA, as this could lead to Russian pressure for a special agreement enshrining Russian interests. In a February speech in Kaliningrad, however, Finnish Foreign Minister Mr. Erkki Tuomioja hinted that such a joint body could be formed, but he linked it specifically to the interest of bringing into the negotiation the area's regional authorities. It is far from clear that the proposal would suit Moscow. One therefore cannot rule out that tensions could arise between the desire of local élites eager to take advantage of the benefits that Kaliningrad's geographic encirclement by the EU could bring, and a centre determined to keep it on a short leash for a combination of political, ideological and strategic reasons. The EU must brace itself to face an uncomfortable negotiating position. 

An easier question, paradoxically, may be the involvement of the neighbours in the process. The EU and Russia seem to agree that meetings should be organised on a multilateral basis with Poland and Lithuania when relevant. But perhaps, here again, the devil is in the details. While a formal multilateral process of negotiation involving the Union, Russia, Lithuania and Poland is difficult to picture, it seems in any event that informal contacts among the interested parties are more and more frequent. 

Source: 
Document" 

http://www.nato-pa.int/publications/comrep/2001/au-192-e.html#3
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FEDERAL TASK PROGRAMME

“DEVELOPMENT OF THE KALININGRAD REGION

FOR THE PERIOD UP TO 2010”

The Government of the Russian Federation, December 7, 2001

(Excerpts)

Procedural page

Title of the programme

Procedural ground for

producing of a programme

State commissioner

Main contractors

Main objective

Main tasks

Federal task programme “Development of the Kaliningrad Region for period up to 2010”

The decision taken by the Government of the Russian Federation on March 22, 2001, N 11

Ministry of Economic Development & Trade of the Russian Federation

Administration of the Kaliningrad Region,

Institute for Transitional Economy

To create conditions for sustainable socio-economic development of the Kaliningrad Region which should be comparable with the development level of neighbouring countries as well as for an attractive investment climate in the region to facilitate the Russia-European Community rapprochement

a) ensuring of geostrategic interests of Russia in the Baltic Sea region:

- developing of Kaliningrad as a key transport junction of Russia;

- providing for sustainable energy supply to the region;

- improvement of ecology, environment protection with respect to Russia’s international commitments;

b) tasks of federal importance: 

- transformation of the regional economic structure into an export-oriented economy;

Duration and phases of implementation

Main actors

Amount and sources of funding

- upgrading of the mechanism of the Special Economic Zone in the Kaliningrad Region; 

- development of telecommunication infrastructure;

- development of the tourist-recreational industry;

c) tasks of regional importance that require state support: 

- complex development of agriculture;

- development of fisheries; 

- development of the social infrastructure.

The Programme is designed for the period of 2002-2010 and has two phases of implementation:

- Phase I   (2002-2005): activities to solve most acute problems in the economic and social spheres, to establish an efficient mechanism of the Kaliningrad Special Economic Zone, including projects that create a basis for attaining of strategic goals of regional development are carried out.

- Phase II (2006-2010): continuation of investment and social projects to secure positive changes in economy and social sphere that have been made at the Phase I.

Enterprises and organizations of the Kaliningrad Region…

Budget of the Programme is 93.049,74 million roubles (prices of 2001)…

Sources of funding (million roubles)

	Indicators/years
	2002- 2010 total
	Including:
	%

	
	
	2002
	2003
	2004
	2005
	2010
	

	Total budget
	93.049,74
	9.126,34
	11.916,16
	12.955,2
	12.917,05
	46.143,99
	100

	Federal budget
	7.827,85
	802
	872,35
	849,1
	912,80
	4.391,60
	8,41

	Kaliningrad regional budget
	2.868,19
	257,86
	324,56
	386,25
	497,17
	1.402,35
	3,08

	Funds of enterprises and organizations
	20.658,4
	1.868,8
	2.276,8
	2.551
	2.570,4
	11.391,4
	22,2

	Commercial banks’ loans
	6.732,8
	657,2
	1,394
	719,5
	677,3
	3.284,8
	7,24

	Foreign loans
	13.168,5
	1.423
	1.295,6
	1.797,4
	1.806,4
	6.846,1
	14,15

	Other sources
	41.794
	4.117,48
	5.752,85
	6.651,95
	6.452,98
	18.818,74
	44,92


Anticipated output of the Programme

- creation in the Kaliningrad Region of a favourable investment and entrepreneurial climate that could be helpful in attracting of investment, developing of an export-oriented economy and increasing of competitive capabilities of local producers;

- keeping the living standards in the Kaliningrad Region at the level comparable with living standards of the population of neighbouring countries;

- growth of the gross regional product per capita by 240 percent (as compared to 2001);

- growth of tax payments to budgets of all levels more than by 270 percent or more than 19 billion roubles, including the federal budget more than by 380 percent or more than 12 billion roubles;

- budget per capita will increase in two times and account for 7 thousand roubles per capita;

- securing 17.155 existing and creating of 15.012 new jobs…

Development strategy of the Kaliningrad Region

Federal policy towards the Kaliningrad Region aims at securing of the Kaliningrad Region’s status of an integral part of the Russian Federation, developing of integrative relations with other Russian regions, exploiting of the advantages of its enclave location in the pan-European economic space, and transformation of the regional economic structure with the aim of developing of its export potential.


Programme’s implementation will be helpful in downplaying of domestic and external socio-political and economic factors stemming from the region’s exclave/enclave status for the Russian Federation.


The economic strategy of the region’s development is based on the concept of improving of the Special Economic Zone in the Kaliningrad Region that envisages acceleration of the region’s socio-economic development; increasing of the population’s living standards on the basis of trade, economic, research and technical co-operation with foreign countries; creating of favourable conditions for attraction of foreign investment and technologies; utilizing of managerial skill and potential of Russian organizations and developing of export capabilities of the region.


Implementation of the Federal Law “On a Special Economic Zone in the Kaliningrad Region” ensures a combination of national and regional interests as well as creates conditions for macro-economic stability. 


To develop the Law it is necessary:

· to provide the Kaliningrad Special Economic Zone with guarantees regarding its stable development for a long-term period;

· to inventorise legislative and normative acts of the Russian Federation and Kaliningrad Region in order to remove collisions with the Federal Law “On a Special Economic Zone in the Kaliningrad Region” as well as to make amendments to respective acts.


One of the most important factors of a successful functioning of the Special Economic Zone in the Kaliningrad Region is the need of creating of a flexible managerial system that could provide for timely decision making. It is expedient to create a structure that should be interested at maximum in the development of the Special Economic Zone in the Kaliningrad Region and should have broad powers and responsibility. Decision-making powers of such a structure should be legislatively defined.


An agreement between the Russian Federation and the European Union on the development of the Kaliningrad Region as region of co-operation could be helpful as well. Such an agreement should ensure:

· international guarantees for stability of the legislation on the Special Economic Zone in the Kaliningrad Region;

· introduction on the territory of the Special Economic Zone in the Kaliningrad Region European Union’s standards for certain types of activities and goods;

· introduction of a special simplified regime for visiting the region by the citizens of the Schengen countries and vice versa…


Source: http://www.gov.kaliningrad.ru/ofederal.php3
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Kaliningrad Oblast - co-operation projects with CBSS Member States

Summary report compiled for the 11th CBSS Ministerial Session (Svetlogorsk, 5-6 March 2002)

Chairman’s introduction

On 5-6 March 2002, the Council of the Baltic Sea States will celebrate its 10th anniversary. To mark this major regional event and have a discussion of achievements and future priorities for multilateral intergovernmental co-operation around the Baltic Sea, the Foreign Ministers of the CBSS Member States and a member of the European Commission decided to gather on the same dates for the 11th Ministerial session of the Council. 

As the current Presidency of the CBSS and thereby the host, Russia will convene the Ministerial session in Svetlogorsk - a coastal town in Kaliningrad Oblast. This chosen venue is located in the heart of the Baltic Sea region and at the juncture of many co-operation ventures and political processes. It also presupposes an in-depth discussion of various issues related to Kaliningrad.

In many respects, Kaliningrad Oblast of the Russian Federation presents a special case. Given the forthcoming enlargement of the European Union, Kaliningrad should be provided with the necessary conditions for its normal, unhindered development and life support. 

Particular attention should therefore be paid to settling the problems of the Oblast, ranging from facilitated cross-border movement of people and goods to transit, energy security and ecology protection. Favourable political and socio-economic environment around Kaliningrad is an indispensable stability element in the region. This is where the interests of all the states and regions around the Baltic Sea appear to coincide. 

Federal authorities of Russia fully recognize their primary responsibility for ensuring a sustainable development of the Oblast and count on their partner governments to help to achieve this goal. There are many areas where joint constructive efforts could be applied. Kaliningrad Oblast seems to provide fertile ground for projects in the fields of culture, transport and border crossing infrastructure, energy, civil security, ecology and health, to name a few.

It is a matter of record that the European Union and Russia are engaged in an intensive dialogue concerning Kaliningrad in the context of the future enlargement of the Union. We would like Kaliningrad to be transformed into a pilot project of our long-term interregional co-operation with the EU. Successful implementation of the “Kaliningrad section” of the List of Priorities and Projects presented by the CBSS within the framework of the EU Northern Dimension Action Plan would constitute a major step forward in this direction.

Over the past several years, the Council of the Baltic Sea States has contributed to launching and implementing concrete multi-lateral projects involving Kaliningrad Oblast, and there are plans to enhance this co-operation. Significant positive experience has already been accumulated, including the inauguration in September 2000 of the Eurofaculty project at Kaliningrad State University. This project is aimed at modernizing the curricula and teaching methods in such disciplines as law and economics to meet modern international standards and the development requirements of the Oblast itself. Eurofaculty-Kaliningrad has already produced a notable positive effect on the ground and the Russian side is interested in its successful continuation until the end and beyond the initial three-year timeframe. 

The CBSS has also proved to be an efficient instrument for co-ordination of bilateral co-operation endeavours between Russia and the Baltic Sea countries at both intergovernmental and sub-state levels. This becomes obvious from the compilation of past, ongoing and planned projects in Kaliningrad, which constitutes an impressive list of co-operation initiatives in the Oblast with the assistance from CBSS Member States and the European Union. 

During and after its term as CBSS Presidency, the Russian Federation, as an active and dedicated partner in Baltic Sea co-operation, will remain committed to contributing its due share to bilateral and multilateral efforts aimed at ensuring a sustainable and accelerated development of Kaliningrad Oblast.

Alexey A. Obukhov

Ambassador,

Chairman, 

CBSS Committee of Senior Officials

Kaliningrad Oblast - co-operation projects and activities with CBSS Member States

Key:

a) Overview by country of activities between CBSS member states and Kaliningrad, divided into sections according to the headings of the Northern Dimension Action Plan.

b) Brief description of activities under each heading.

a) 

Denmark: Infrastructure 3, Energy 1, Environment and Natural Resources 4, Public Health 9, Trade, Business Co-operation and Investment Promotion 1, Human Resources Development and Research 6, Justice and Home Affairs 2, Regional and Cross-Border Co-operation 3.

Finland: Energy 2, Environment and Natural Resources 2, Public Health 1, Trade, Business Co-operation and Investment Promotion 1, Human Resources Development and Research 3.

Germany: Trade, Business Co-operation and Investment Promotion 1, Human Resources Development and Research 4, Regional and Cross-Border Co-operation 2.

Lithuania: Infrastructure 1, Transport 2, Environment and Natural Resources 2, Public Health 1, Trade, Business Co-operation and Investment Promotion 1, Human Resources Development and Research 3, Regional and Cross-Border Co-operation 5.

Norway: Trade, Business Co-operation and Investment Promotion 3, Human Resources Development and Research 1.

Poland: Infrastructure 1, Telecommunications / Information Society 1, Environment and Natural Resources 2, Public Health 5, Trade, Business Co-operation and Investment Promotion 7, Human Resources Development and Research 8, Regional and Cross-Border Co-operation 4.

Sweden: Infrastructure 3, Environment and Natural Resources 3, Public Health 3, Human Resources Development and Research 4, Regional and Cross-Border Co-operation 1.

European Commission: Infrastructure 2, Energy 2, Transport 1, Environment and Natural Resources 3, Public Health 1, Trade, Business Co-operation and Investment Promotion 1, Human Resources Development and Research 3.

b)

Infrastructure

Denmark 3 projects: 

Feasibility study Zheleznodorozhy and Baltiisk; Establishment of hot water installations in MOST; Three machine pools in Kaliningrad Oblast

Lithuania, 1 project:

Development of border crossing points

Poland, 1 project:

Strategic spatial development of the South Baltic Arc

Sweden, 3 projects:

Baltic Bridge air navigation services; Land information system and cadastral register competence; Development of Kaliningrad regional Post

European Commission, 2 projects:

Border crossing points: Bagrationovsk-Bezledy and Chernyshevskoye-Kibartai. 

Energy
Denmark, 1 project:

Training project for use of wind power, phase II

Finland, 2 projects:

Pilot project on joint implementation of Pravdinsk Hydro Power Plant; Energy efficiency projects under the auspices of NEFCO

European Commission, 2 projects:

Support to regional energy organizations. Energy saving in public building management

Transport

Lithuania, 2 projects:

Via Hanseatica – European Transport Corridor; Modernization of the IX D corridor

European Commission, 1 project:

Kaliningrad Sea Channel and Port Development

Telecommunications and Information Society 

Poland, 1 project:

The Baltic BIT-house Network

Environment and Natural Resources

Denmark, 4 projects:

Water support project; Protection of nature and cultural values in Vishtinets; Environmental financing strategy; Proper handling and utilization of organic manure

Finland, 2 projects:

Environmental study for the Russian pulp and paper sector; Kaliningrad water and environmental services project under the auspices of, among others, NEFCO.

Lithuania, 2 projects:

Deepening of the river Skirvyte; Management of Nemunas river basin

Poland, 2 projects:

The Baltic Spits, construction planned; Evaluation of Baltic coastal waters

Sweden, 3 projects:

Eco Chronicle; Kaliningrad water services rehabilitation project; Strengthening preparedness for oil and chemical spillage.

European Commission, 3 projects:

Water environmental monitoring; Regional ecological policy management; Waste management programme

Nuclear Safety

No projects recorded

Public Health

Denmark, 9 projects:

Information campaign for the "Social Initiative" - Danish resources in the drug sector; Donation of tractor and equipment for the disabled to rehabilitation centre MOST 2001; RUS0013 Donation of humanitarian materiel to prisons and institutions; Continuation of project MOST; Day centre for elderly people; Pilot study for the establishment of a crisis centre for women and children in Kaliningrad City; T.2993 Transport of humanitarian aid to day care centre for elderly people; T.3076 Transport of hospital equipment for Baltiisk; Transport of emergency aid to Moscow and Kaliningrad.

Finland, 1 project:

2 phases of a programme for effective prevention of the HIV-epidemic

Lithuania, 1 project:

Establishment of communicable disease control centres

Poland, 5 projects:

Financial aid for anti-TB medicine; Anti-drug project, Gdynia; International Contact Camp, Gdynia; Curing addiction project; Preventive treatment of AIDS experts’ training.

Sweden, 3 projects:

Mother to child HIV prevention; TB prevention and control; Sexual education among adolescents

European Commission, 1 project:

Mother to child HIV prevention

Trade and Business Co-operation and Investment Promotion
Denmark, 1 project:

Fact-finding mission - quality development and management of small and medium-sized companies

Finland, 1 project:

Northwest Russia and West Russia Regional Venture Fund, under the auspices of EBRD

Germany, 1 project:

German DIHT office representative in Kaliningrad, information exchange, trade promotion.

Lithuania, 1 project:

Establishment of the Lithuanian Business Club

Norway, 3 projects:

Investment in fish transport sector; Ship building co-operation; Contribution to EBRD and NEFCO.

Poland, 7 projects:

Polish-Lithuanian-Russian training and business forum for SMEs in Bartoszyce; Tourism and economy Internet promotion of the communes of Vistula Lagoon; 2nd International Economic Forum VOLGOBALTIC; Euroregion "BALTIC"; 3 co-operation agreements between the cities of Gdansk, Gdynia and Kaliningrad. European Commission, 1 project:

Technical assistance for promoting trade and investment

Human Resources Development and Research

Denmark, 6 projects:

OHS structures in enterprises, training of unemployed, employees and staff of institutions; Eurofaculty, 3 projects – aid, law and economics; Entrepreneurship courses for students at Kaliningrad centre for Retraining of Ex-military Persons; Business and other vocational education; Feasibility study for educational measures at MOST and other institutions for children.

Finland, 3 projects:

Eurofaculty – co-operation with University of Turku; Education co-operation project for the social work and welfare services; VET reforms in North-western Russia II, Dissemination.

Germany, 4 projects:

Eurofaculty Kaliningrad – Sub-project of Law; German Studies partnership – academic exchange; 4 university partnerships with the State University of Kaliningrad; German-Russian house in Kaliningrad

Lithuania, 3 projects:

Teaching programme for customs and border control officers; Kaunas University training of municipal administration officials; Kaunas University training of Kaliningrad entrepreneurs

Norway, 1 project:

1 million NOK to Eurofaculty-Kaliningrad

Poland, 8 projects:

5 training projects of social care, library, agriculture, law and corporate staff; Student and teacher exchange; 8th Twin Cities Sporting Competition; V Jubilee Chess Competition of Future Absolute Masters

Sweden, 4 projects:

Management and training at Kaliningrad Business School, phase 5; Social work – training in principles and methods; Education of staff to integrate disabled people in society; Maritime Search and Rescue training.

European Commission, 3 projects:

Training on entrepreneurship and of andragogy trainers; BestFund – training of Kaliningrad local authority officers in fundraising and project management; Trade Seaport Controls - staff training in EU sea port practice; Customs laboratory equipment and training of staff.

Justice and Home Affairs

Denmark, 2 projects:

Decentralized grant competence, 2 projects 2000 and 2001

Regional and Cross-Border Co-operation

Denmark, 3 projects:

RUS0023 Stationing of aid coordinator in Kaliningrad; The Kaliningrad Conference – assignment for EU preparation consultant Bettina Rafaelsen; Covering expenses from Copenhagen conference on Kaliningrad May 2000

Germany, 2 projects:

Conference on sub-regional co-operation within the context of The Northern Dimension; Regional co-operation between Schleswig-Holstein parliament and Kaliningrad regional Duma

Lithuania, 5 projects:

Nida initiatives I and II; Council of long-lasting co-operation between Kaliningrad and Lithuania; Development of project pipeline for cross-border co-operation between Lithuania and Kaliningrad; Klaipeda County information centre for co-operation with the Kaliningrad region

Poland, 4 projects:

Administrative support to three International Euroregion Baltic Fair; Training and contacts in connection with the establishment of BARDA; Congress of NGOs from European Partner Cities BALTICA 2000; Green networks – promoting tourism and environmental co-operation, development and management.

Sweden, 1 project:

New Bridges, phases 1 and 2 – regional co-operation with South Sweden

KALININGRAD REGIONAL ADMINISTRATION

– projects with CBSS Member States

Energy:
“Support for the Oblast’s structures in the energy sector” (“Yantarenergo company, Denmark, Finland, Ireland, with TACIS funding). Total budget – 1,7 mln Euro

1. ”Establishment of the Energy Saving Centre in Kaliningrad Oblast” (Danish Energy Agency, Danish Environment Agency, Department “Yantargosenergonadzor”). Total budget – 200,000 Euro

2. “Establishment of a Wind Energy Park in Kulikovo, Zelenogradski District of Kaliningrad Oblast (Danish Energy Agency, “Yantarenergo Company). Total budget – approx. 150,000 Euro

Transport and border crossing infrastructure:

1. “Development of Kaliningrad Sea Port” (Kaliningrad Sea Port Administration, German and Danish companies, with TACIS funding). Total budget – 998,000 Euro

2. “SEBTrans” (Municipality of the town of Vekshe, Danish Railroad Administration, Gdynya Administration, Klaipeda District Administration, Administration of the Liepaja Special Economic Zone, Kaliningrad Oblast joined in 1999 as an associate member). First stage of the project now completed

3. Modernization of the “Bagrationovsk-Bezledy” border crossing (20 percent of project financing comes from TACIS sources). Feasibility study completed, tender closed in January 2002


Environment:
“Reconstruction of the system of water supply and protection of the environment of the city of Kaliningrad” (EBRD grant in the amount of 18 mln USD, Swedish government grant - 16 mln USD, Danish government grant – 3 mln USD, Scandinavian ecological corporation – 1,7 mln USD; co-financed from the Russian Federal budget in the amount of 13 mln USD, from the Oblast budget in the amount of 5 mln USD) Total budget – 56,7 mln USD

1. “Collection and recycling of galvanic wastes in Kaliningrad” (Danish, St. Petersburg and Kaliningrad companies). Total budget – 214,000 Euro

2. “Development of ecological monitoring in Kaliningrad” (Danish Environment Agency, Kaliningrad Ecological Centre). Total budget – 200,000 Euro

3. “Ecological monitoring and water management in Kaliningrad Oblast” (Danish, German and Kaliningrad companies). Total budget – 2,1 mln Euro

4. ”BERNET” – improvement of the coastal waters of the Baltic Sea” (Consulting companies from Denmark, Sweden, Germany, Finland, Estonia and Poland, Municipality of Kaliningrad City). Total budget – 3 mln Euro, Kaliningrad’s contribution to the budget in the amount of 200,000 Euro covered by the Danish Environment Agency

5. “Training in fighting oil and chemical spills in Kaliningrad Oblast” (EMERCOM of Russia, Swedish Rescue Services Agency, with SIDA financing) 

6. “Development of a mechanism of implementation of regional environment policy in the interest of sustainable development of Kaliningrad Oblast” (Project run by Kaliningrad Oblast Duma, financed from TACIS funds)

Health:
Prevention of the spread of HIV/AIDS from mother to child” (Municipalities of Kaliningrad and Malmö). Total budget – 200,000 Euro

Small and Medium-sized business:

1. “Regional Development Agency in Kaliningrad Oblast” (Project run by Kaliningrad Regional Administration with TACIS funding). Total budget – 2 mln Euro

Education: 
”Eurofaculty project at Kaliningrad State University” (CBSS project, Lead country – Denmark). Total budget – 1,6 mln Euro (*)

1. ”Education in environment issues in the interest of sustainable development of Kaliningrad Oblast” (KSU, Malmö/Lund University, Royal Danish Institute of Educational Programmes, Copenhagen). Total budget – 500,000 ECU

2. “Training of instructors/teachers in andragogy and development of a programme of business studies” (Municipality of Kaliningrad, Denmark, with TACIS funding). Total budget – 195,000 Euro

Agricultural sector:

1. “Development of a land cadastre system” (Russian Federal Land Resources Committee, SIDA). Total SIDA financing in 1999-2002 – 6 mln SEK

2. “Development of [agricultural machinery] technical support stations in Kaliningrad Oblast municipalities” (Danish Ministry of Agriculture, Kaliningrad Agricultural Institute, Agricultural Committee of Kaliningrad Regional Administration). Total budget – 1,5 mln DKK

3. ”Establishment of an agricultural information service in the municipalities of Kaliningrad Oblast” (Danish Ministry of Agriculture, Kaliningrad Agricultural Institute, Agricultural Committee of Kaliningrad Regional Administration). Total budget – 1,2 mln DKK


Euroregions co-operation:

1. “New Bridges” – Co-operation of Neighbours” between Kaliningrad Oblast and Association of counties of Southern Sweden (Association of municipalities of Kaliningrad Oblast, Kaliningrad Oblast Duma, SydSam, Baltic Institute, Karlskrona).

P. A. Mamontov

Deputy Head

International Co-operation Department

Kaliningrad Regional Administration

Source: http://www.baltinfo.org/documents/cbsspresidencies/10 russian/dbaFile1208.html
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Mr. Chairman, Colleagues, Distinguished Guests 

It is ten years exactly since the first Ministerial in Copenhagen launched the Council of Baltic Sea States. I applaud the foresight of its founding fathers, notably Hans-Dietrich Genscher and Uffe Ellemann-Jensen, whose presence we welcome today. I do not want to repeat what has already been said about the many achievements of the CBSS over the last decade. I would prefer to address two issues that are particularly important for the Commission: developing the Northern Dimension and the challenges for Kaliningrad of the forthcoming EU enlargement. 

The CBSS is of course one of the basic actors in the Northern Dimension, a broad concept that touches many aspects of EU policy in this region. I want to focus on four priorities for the Commission: the environment, nuclear safety, Kaliningrad, and organised crime : 

· in the environment, we have recently agreed a €22m contribution to the St Petersburg Wastewater Treatment Plant, in addition to a number of activities in and around Kaliningrad; 

· in nuclear and environmental safety, we have been pushing to develop the Northern Dimension Environmental Partnership, and have offered to contribute €50m to the NDEP Fund, the largest contribution by far to this important initiative; 

· for organised crime, the financial requirements are less, but a promising dialogue is developing on issues such as money-laundering and trafficking in women, issues which affect us all; 

· and for Kaliningrad in particular, since 1991 we have committed some €40m to a wide range of projects. 

In addition, we support cross-border co-operation across the region, working not only on border-crossing infrastructure, but on promoting economic co-operation between border regions, and on addressing trans-border environmental issues. We want to strengthen co-ordination between the different Community instruments in this field (TACIS, INTERREG and PHARE), and would like to see more joint projects with a genuine cross-border character. 

The Northern Dimension has undeniably made a difference to EU activities across the region. I congratulate the CBSS on your work in this area. The importance of the Northern Dimension can only grow as the context of the region changes, and as four more Baltic countries become members of the EU. 

For me there are three key-words for Baltic regional co-operation in the coming decade focus, leadership, and opportunity. 

· focus, through enhanced co-ordination between the numerous regional bodies and working groups that are active in this area;

· leadership, expressed through an effective division of labour. Each of us must limit ourselves to areas where we offer the most value added and then be pro-active in bringing all partners together to achieve common goals;

· opportunity, in working together to seize the opportunities that enlargement offers to the Baltic region as a whole, and to all Baltic partners. 

Many of these concepts come together in our policy on Kaliningrad. I therefore congratulate the Russian presidency on the symbolism of holding this meeting here. Kaliningrad's geographical situation gives it many potential advantages. Yet the region faces many problems and challenges too. Some of the most immediate questions concern the effects of EU enlargement. Some people fear isolation. Some fear further burden on the region. The reverse is true. Enlargement offers first and foremost new opportunities for more co-operation, for better mutual understanding and more prosperity for the people of Kaliningrad. This is all the more important since Kaliningrad has lagged behind the rest of the Baltic, and many other regions of Russia. I know that the authorities here in Kaliningrad are worried about the spread of organised crime, illegal immigration, environmental pollution and diseases like AIDS. They challenge the security of Kaliningrad and Russia as well as that of present and future EU Member States. 

We are keen to do what we can to help tackle these problems. I have already mentioned our technical assistance amounting to €40m. And in January last year, the Commission presented a comprehensive paper as a basis for discussion with Russia and the candidate countries bordering on Kaliningrad. We remain optimistic that the ideas in this paper will help us to make progress. And I welcome the constructive and businesslike way the Spanish government is using their EU presidency to take the debate forward. 

In this context, we have been increasingly active in addressing the difficult issues which seem of most importance to our friends in Moscow in particular, visas and transit between Kaliningrad and the rest of Russia. We are working intensively with EU Member States and with Lithuania and Poland to define a position which will help us to make progress in the EU's forthcoming meetings with Russia. 

We first need calmly to assess the true scale of the problems. We have asked Russia for information, for example on border movements, and have proposed a series of technical meetings. I hope that we will receive replies on these issues very soon. 

Then we need to explore common ground between Russia's wish to ensure easy transit between Kaliningrad and the rest of Russia, and our own need to ensure our security. We cannot override our basic rules here, including the Schengen acquis, nor undermine the enlargement negotiations themselves. Efforts will be necessary on all sides: for example, I hope that Russia will soon be able take steps to issue the Kaliningraders with valid international passports. 

My message to our Russian friends on Kaliningrad is simple. Let us move on from sterile argument about things like the format of meetings and start real co-operation on substance. We have a number of Ministerial and technical meetings over the coming months, and we are ready to hold a special meeting of senior officials here in Kaliningrad in May. We should use this Co-operation Committee to agree a picture of what we can do for Kaliningrad on the issues I have mentioned. This will ensure good preparation for the Moscow Summit a few days later. 

I am confident that with goodwill and a spirit of co-operation, there is a great deal we can achieve together. We are ready to continue making a major effort to resolve all outstanding issues. 

Finally, Mr. Chairman, I would like to reiterate my congratulations on this 10th anniversary of the CBSS, and to underline my conviction that Europe's Northern Dimension stands on the threshold of tremendous new opportunities for continuing democratic development, for enhanced regional co-operation, and for shared prosperity.


Source: http://europa.eu.int/comm/external_relations/news/patten/ sp02_98.htm
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Speech by the Minister for Foreign Affairs of Denmark 
Dr. Per Stig Møller


Mr. Prime Minister, Mr. Chairman, Excellencies, Ladies and Gentlemen, 
In March 1992 Copenhagen witnessed a historic event: The first meeting ever of all the independent states bordering the Baltic Sea, and the creation of the Council of the Baltic Sea States. The visionary initiators were our guests of honour here today, the former Foreign Ministers of Denmark and Germany, Uffe Ellemann-Jensen and Hans Dietrich Genscher. 

With the establishment of the CBSS, the countries of the Baltic Sea region seized a unique opportunity. They demonstrated their will to contribute to peace and stability through co-operation across old dividing lines. Fully in line with the broader modern definition of security, the main goals set for the CBSS co-operation were: To promote genuine democratic development in the Baltic Sea region. To ensure sustainable development in order to make the Baltic Sea region a leading growth region in Europe. And to promote greater unity between the member states. 
Ten years have passed by since the historic gathering in Copenhagen. Here we are to celebrate the 10th anniversary of the CBSS. To take stock of our co-operation in the past decade and to set the goals for the future. 

The very political aspect of co-operation across old dividing lines that characterized the CBSS in its first years of existence has gradually been replaced by a more pragmatic attitude. Good neighbours are seeking common solutions to common problems and challenges in an increasing number of areas. The declaration which we are going to adopt later to-day describes in detail the achievements of the CBSS so far, and the ability of the Council to adapt to new situations and tasks. 

There is no doubt in my mind. The CBSS has been a success. Ten years of co-operation on equal terms between former Warsaw Pact members, NATO members, non-aligned countries, EU member states, EU candidate countries and non-EU member states has brought us a considerable step forward towards the realization of the main goals of CBSS co-operation. 

But the task is not yet fulfilled. To fully realise the vision of the Baltic Sea region as the most dynamic and advanced region of Europe, to create a coherent region of free and democratic countries where no country is lagging behind, further efforts are needed. 

The enlargement of the EU presents great opportunities for the Baltic Sea region. The accession to the European Union of Estonia, Latvia, Lithuania and Poland will be a historic event that will, indeed, change the Baltic Sea region. It will pave the way for a more dynamic, stable and economically stronger region. It will mean a leap forward towards our final goal for the region. 

So will Russian membership of the World Trade Organization. Just as the adoption by Russia of the same regulatory rules and standards as are applied in the EU would make Russia gain full advantage of the Single Market bordering Russia after the enlargement of the EU with the Baltic countries and Poland. 

EU enlargement, Russian WTO membership and Russia’s adoption of the acquis, so to speak, in relevant areas would be important steps towards a Common European Economic Space. 

One of the challenges for our co-operation in the near future will be to find ways to allow Kaliningrad Oblast to take full advantage of the opportunities offered by the EU enlargement. There are a number of practical - even technical - questions which must find practical answers. 

A favourable socio-economic development in Kaliningrad is important for the whole region. It is first and foremost Russia’s responsibility to create the basic conditions for the development of the Oblast. Denmark is giving high priority to this region in our bilateral project co-operation. We have a project coordinator in place in Kaliningrad, and we have excellent partners. 

However, in the long term it is necessary to promote more contacts on a commercial basis. I know that the administration is well aware of this, and is working to improve the general framework conditions for private business. 

I emphasize that the aim should not only be to create favourable conditions for a few big foreign investments. It is even more fundamental to improve the conditions for small local companies. A sound local economy is also necessary for foreign investors. In this context the idea to establish a Support Group for Business Development in Kaliningrad is interesting and should be further explored and developed. 

The EU enlargement will give the European Union several new neighbours. Our co-operation with Russia within the framework of the CBSS and the Northern Dimension is excellent. Now there is a need to consider new, innovative ways to promote co-operation also with the Union’s “new neighbours”. 

In his opening statement at the Copenhagen Conference ten years ago, Uffe Ellemann-Jensen said that he expected all countries of the Baltic Sea region to be either members of the European Community or closely linked to it ten years later. 

Right he was. Today all the Members of the CBSS are either EU members, EU candidates, EEA members or closely linked to the EU through a Partnership and Co-operation Agreement. Furthermore the Northern Dimension binds together the CBSS Member States and the European Union as a solid bridge between the regional and the wider European integration process. 

The enlargement of the EU with the Baltic countries and Poland does not mean the end of CBSS co-operation. I foresee an enlarged European Union with a strong element of regional co-operation. A strong Baltic Sea region in which the CBSS – able to adapt to new situations and tasks – will still have an important role to play: 

· as a forum for dialogue and co-operation between EU members and non-EU members in the region; 

· as an appropriate and valuable organization for the handling of soft security risks in the region; 

· as a valuable partner to the EU in the further development and implementation of the Northern Dimension Action Plan; and, finally, 

· as the relevant framework for the development of a Common European Economic Space. 

It is essential that the CBSS remains flexible. The restructuring process that started some years ago should therefore be a permanent one. It is our responsibility to make sure that the structures of CBSS co-operation are, at all times, the most appropriate ones to attain the goals set. 

Copenhagen 1992 was a historic opportunity. Kaliningrad 2002 means new challenges and another historic opportunity of creating a unique partnership, a coherent region of free and democratic countries where no country is lagging behind. We seized the opportunity then. Let’s do it again. - Visions are important. Their realization even more so. After having realised one vision, we shall create a new one. 

Thank you.

Source: http://www.um.dk/cgi-bin/dyn3nt/dyn3.exe?prog=show&pageid =28&dataid=60
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PRIVATE "TYPE=PICT;ALT=Council of the Baltic Sea States"
Declaration

The Council of the Baltic Sea States (CBSS) represented by the Foreign Ministers of Denmark, Estonia, Finland, Germany, Iceland, Latvia, Lithuania, Norway, Poland, Russia and Sweden and a Member of the European Commission convened at Svetlogorsk in the Kaliningrad Oblast of the Russian Federation for the 11th Ministerial session of the CBSS, marking the 10th anniversary of the establishment of the Council, and adopted the following Declaration.

A Decade of Concentrated Effort

Driven by the will to enhance stability and prosperity in the Baltic Sea region through strengthened co-operation on an equal and non-discriminatory basis, the Ministers for Foreign Affairs of the countries of the region and a representative of the European Commission adopted the Copenhagen Declaration and established the Council of the Baltic Sea States in March 1992.

Time has proven this choice to be a good way to secure, in close collaboration with the enlarging European Union, the sustainable development of the region in an era of historical changes on the European and international arena.

Shared responsibility for the future of the Baltic Sea region has allowed the Baltic Sea States to develop unprecedented multilateral co-operation, covering a wide range of intergovernmental relations, i.a. democratic institutions, human rights, sustainable development, energy, environment, radiation safety, trade, economy, spatial planning, transport, information and communication technology, civil security, youth, culture, protection of children, and the fight against organised crime and communicable diseases.

The activities of the CBSS have created closer links between many regions of the Member States and promoted cross-border co-operation in the Baltic Sea region in general and with the North-West and the Kaliningrad Oblast of the Russian Federation in particular.

The Council has contributed to the creation of a civil society network around the Baltic Sea and has helped to improve people-to-people contacts significantly. Numerous links have been established among non-governmental organizations, and Baltic Sea region–wide NGO fora have been organised.

The CBSS has contributed to the strong increase in trade and investments in the region, through supportive measures and the removal of obstacles. The CBSS Business Advisory Council has been of assistance in this process.

Regional co-operation has been a contributing factor to the sustainable development of the Baltic Sea States, and to a better functioning of democratic institutions and the efficient promotion of human rights, including gender equality issues, the rights of the child and the rights of persons belonging to minorities.

With these constructive and result-oriented developments the Baltic Sea region has generated a trend in European policies in relation to regional and cross-border co-operation and contributed to security and stability in an undivided Europe.

Common implementation of the goals and spirit of the 1992 Copenhagen Declaration has increased the understanding and confidence between the Baltic Sea States, and has created a new positive identity of the Baltic Sea region.

Enhancing Baltic Sea Co-operation

These achievements of the CBSS have been facilitated by a number of innovations and reforms.

Baltic Sea States Summits of Heads of Government have been held three times, giving strong overall political guidance and stimulus to regional co-operation. Ministerial meetings have been held in many fields, and corresponding working groups have been established.

To promote and consolidate democratic development in the member states, an independent CBSS Commissioner has been appointed. High-level Task Forces have been set up to fight organised crime and control the spread of communicable diseases. Special programmes have been created for higher education (Eurofaculty), energy (Baltic Sea Regional Energy Co-operation - BASREC) and sustainable development (Agenda 21 for the Baltic Sea Region – Baltic 21). The Council took note of the new institutional arrangements for co-operation on child matters.

The CBSS is served by a permanent secretariat since 1998. In 2000 all regional intergovernmental co-operation taking place among the group of CBSS members was consolidated within the framework of the CBSS.

Parliamentary co-operation has been carried out through yearly conferences held by members of national and regional parliaments of the Baltic Sea states within the framework of the Baltic Sea Parliamentary Conference (BSPC), ensuring democratic transparency and providing important impetus to regional co-operation.

Municipal and regional authorities have established sub-regional institutions for the development of local democracy, people-to-people contacts and cross-border co-operation in a wider sense: e.g. the Union of the Baltic Cities (UBC), the Baltic Sea States Sub-regional Co-operation (BSSSC) and a number of Euroregions.

A View into the Future

This 10th anniversary of the CBSS is not only a landmark but also a point of departure for attaining new goals.

The Members of the Council share the belief that co-operation within the framework of the CBSS will continue to diversify and strengthen, becoming a permanent political and economic factor in the north of Europe. By adapting itself to changing circumstances, taking up issues of vital common interest and aiming at concrete results, the CBSS will be able to meet the challenges ahead.

In the years to come, the Member States of the CBSS will remain united in their commitment to realizing the full potential of good-neighbourly co-operation. For the next decade, their goal will be to foster a region of accelerated sustainable growth, good environment and improved social welfare, a region where all countries and societies enjoy security and stability and share common democratic values.

The Baltic Sea States will further enhance the role of the CBSS as a political coordinator and initiator of wide-ranging regional co-operation.

The ultimate goal of the CBSS is to secure a prosperous future for the Baltic Sea region. The dynamics of the relationship between trade and investments, growth and welfare, stability and security will be fully utilized in the endeavour to achieve this objective. Sustainable development in our region should be ensured, e.g. through the activities of Baltic 21.

The Baltic Sea States are convinced that the promotion of democracy and human rights is an integral part of CBSS activities. The work of the CBSS Commissioner on Democratic Development is of special importance in this respect.

The Council encourages the intensified co-operation among non-governmental organizations and other civil society structures of the Baltic Sea region. This process of networking helps to identify priority tasks to be solved in common.

The results of CBSS co-operation are beneficial for all areas in and around the Baltic Sea region. The Council will continue to encourage intensified co-operation between municipal and regional authorities to enhance economic and social development. Further emphasis will be put on the sub-national level of co-operation, cross-border projects and interaction with the BSSSC and the UBC in developing trade, small and medium-sized enterprises, cultural exchanges and tourism, new transportation links and people-to-people contacts.

The Council expressed its support for regional measures to promote the development of Kaliningrad Oblast of the Russian Federation, such as the Eurofaculty project and tripartite training initiatives of Lithuania, Poland and Russia, and welcomed the initiative to set up an ad-hoc group for business development in the Oblast.

The future of the Baltic Sea region is seen as a continuous process of strengthening constructive interdependence and coherence with other European structures. The CBSS is especially in favour of intensified co-ordination and co-operation with other bodies in the North of Europe, i.e. the Barents Euro-Arctic Council, the Arctic Council, the Nordic Council of Ministers and the Helsinki Commission (HELCOM).

The CBSS reiterates the significance of further EU enlargement embracing Estonia, Latvia, Lithuania and Poland.

The Council emphasizes that the Kaliningrad Oblast of the Russian Federation should become an example of fruitful EU-Russia interaction, in solving relevant practical problems and seizing the opportunities offered by EU enlargement. The CBSS will utilize its advantage of encompassing both members and non-members of the EU to prevent divisions and achieve cohesion.

The Northern Dimension is a dynamic framework for dialogue and co-operation, which constitutes a valuable link between the EU and the CBSS. The CBSS and other regional organizations should contribute to the implementation of all sectors of the Northern Dimension Action Plan.

The Council reiterated its strong condemnation of the terrorist acts committed in the USA on 11 September 2001. Such acts, like any act of international terrorism, constitute a threat to international peace and security. The CBSS expresses its willingness to contribute to the fight against international terrorism in accordance with the principles of the UN Charter, international law and relevant international conventions and with resolution 1373 of the UN Security Council.

Already many of the activities of the CBSS contribute to the elimination of risks of terrorism affecting the Baltic Sea region, and will be continued. The Council encourages the relevant CBSS structures and the Task Force on Organised Crime in the Baltic Sea region to enhance collaboration within their mandates towards this aim.

Final Provisions

The Council looks forward to the 4th Baltic Sea States Summit in St. Petersburg in June 2002, the first such summit during the second decade of activities of the Council.

The Member States look forward to Finland assuming the CBSS Presidency from July 2002 and noted the readiness of Estonia to succeed Finland in 2003.

Finland invited the Members of the CBSS to the next Ministerial meeting, which will take place in June 2003.


Source: http://europa.eu.int/comm/external_relations/north_dim/doc/ 11cbss.htm
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EU Support to Kaliningrad

(March 4, 2002)

Kaliningrad is part of the Russian Federation and responsibility for its future development lies with the Russian authorities. However, since developments and problems in Kaliningrad can have an impact on the wider region and on present and future EU Member States, the European Commission has had an active assistance programme in the area for more than ten years. Since 1991, the European Union has made a large financial commitment to Kaliningrad, providing roughly €40 million directly in TACIS assistance under the Russia National Programme. The region has also benefited from other TACIS programmes for Russia and the many regional programmes which TACIS finances. The Commission has opened a TACIS support office in Kaliningrad city. EU support has focused on a number of key sectors.

1. Private Sector Support

Kaliningrad faces the challenge shared by other regions in Russia of enhancing predictability, stability and incentives in the business environment. In order to support Kaliningrad’s efforts to improve the legal and institutional environment, and promote good corporate governance, fair and efficient enforcement of legislation enterprise restructuring and the further development of SMEs, the EU has focused its assistance on private sector development.

The following priority areas have received support:

· Regional economic development, with support in excess of €10 million given to the development of the Free Economic Zone/ Special Economic Zone (FEZ/SEZ); strengthening of the Regional Development Agency and preparation of a regional economic development strategy; trade and investment promotion and transport 
· Enterprise restructuring, with support of roughly €3 million for the creation of an Enterprise Support Centre and the strengthening of the local SME Development Agency. Special attention was given to the fish industry. 
· Human resource development in the private sector, with the establishment of a Business Management department at the Economics Faculty of the Kaliningrad State University (€1.3 million) 
· Promotion of innovative SMEs, with assistance of €1 million for technological parks or "technoparks" aimed at strengthening their capacity to provide training, marketing services and general business advice. 

€3million has been devoted to the energy sector to regional and local heat and power utilities to help them adjust to modern market conditions by improving efficiency in energy distribution, restructuring and adapting tariffs; and, for a number of energy saving initiatives.

In addition, Kaliningrad has benefited from programmes provided more generally in Russia.. Officials and companies based in Kaliningrad can participate in TACIS funded training programmes for the banking, insurance and fiscal sectors. Local managers participate in training programmes in EU companies. With a view to developing Kaliningrad’s export potential and markets in neighbouring countries, the EU is also providing assistance to both regional and federal authorities in areas such as harmonization of standards and conformity assessment procedures

2. Cross Border Co-operation: Border Management and Port Development

Considering the geographic location of Kaliningrad cross border co-operation and trade/transit facilitation is of particular importance. A number of programmes are being implemented which aim at facilitating trade and movement of goods and persons through the development of infrastructure, modernization of border procedures, and training of enforcement agencies’ staff to detect unlawful activities and increase their capacity to collect tax revenue.

At present, there are 23 crossing points between Kaliningrad, Poland and Lithuania. In order to ensure the efficient flow of goods across the EU’s future external border, investment is needed in physical infrastructure and in processing, including through upgraded information systems. Under the TACIS Cross Border Co-operation Programmes, two border crossings in Kaliningrad received priority funding: Chernyshevskoe/Kybartai-Nesterov (road/rail) and Bagrationovsk/Bezledy (road), on the borders, respectively, with Lithuania and Poland. These crossings, identified after a detailed feasibility study, are the major ones located on the Pan European Transport Network. Works on the Bagrationovsk/Bezledy project (€3 million) will start in the spring of 2002. The Chernyshevskoe /Kybartai-Nesterov project (€8million) will start once expropriation issues are resolved by the Russian authorities..

Port development is another area of focus in the area of cross border co-operation and trade facilitation. The EU Kaliningrad Port Development project (€1million) aims to stimulate trade and transit via the region, by strengthening the competitiveness of its port facilities and their management. Ultimately, the port modernization will contribute to a sustainable economic development of the area and its integration into the Baltic region.

As elsewhere in Russia there is a need for action to combat illegal activities and organised crime. The Task Force on Organised Crime in the Baltic Sea Region is making a valuable contribution to tackling these problems. On the local level co-operation is needed to deal with problems such as car theft. Co-operation could also be directed at improving the independence of the local judiciary, in particular via training and twinning programmes.. TACIS has provided €1 million in funding to assist in fighting organised crime.

3. Environment

As part of wider efforts to preserve nature and improve the quality of life in Kaliningrad there is a need to focus on the environment, and in particular on reducing water pollution. A cleaner Baltic Sea would benefit the whole region and is a priority objective for regional co-operation. More than 400,000 tones of domestic and industrial wastes are being generated every year in Kaliningrad and only a fraction is recycled. As a result, roughly 15 million tones of solid waste have accumulated on municipal landfills with no further treatment. These dumping sites represent a major source of air, ground and particularly water pollution.

The environment has been a focal point for EU assistance. Current activities include a water environmental monitoring and management project (€2 million) dealing with water quality on the borders with Lithuania and Poland and a waste management project in Kaliningrad’s coastal zone (€3 million) designed to alleviate the impact of waste generation on both public health and the environment. There is an EBRD/NEFCO/NIB loan for a sewerage treatment plant in Kaliningrad City. The EU’s LIFE programme has initiated two projects in Kaliningrad, in the areas of urban traffic and ecotourism. The EU also financed the establishment of an Environmental Centre for Administration and Technology (ECAT) in Kaliningrad, which was transferred to the local authorities in 1997.

4. Health and Education

The spread of communicable diseases is a serious problem in Russia and particularly in Kaliningrad. While these problems must be tackled at the federal level there is a need for preventive action in Kaliningrad itself. TACIS is supporting several initiatives at local level and in the non-governmental sector to help reform health care delivery systems and to help deal with HIV.

Kaliningrad will also take part, as a pilot region, in the North West Health Replication Project aiming at reducing health risks and social disparities across the borders by supporting the reform of the health system in the region. The EU has also supported NGOs in the social and health sector, especially through projects aimed at the social re-integration of former military staff and their families. The TEMPUS programme for higher education has encouraged co-operation, exchange and networking between Kaliningrad and EU universities.

5. New Orientations

The EU is paying particular attention to Kaliningrad both in the context of its initiatives in the Baltic Sea region and in view of enlargement. Kaliningrad is specifically identified as a priority in the 2002-3 TACIS Indicative Programme for Russia and in the Cross Border Co-operation Programme.

A specific focus under the Russia TACIS National Programme (2002-3) will be on improving the capacity of municipal authorities to deliver essential public services such as water, heating, housing and also waste and wastewater treatment. In addition to the transfer of know how to municipalities (including utility management, tariff policy, etc.), small scale investment in utilities will be supported with priority given to water management and energy saving. Advice and training for municipal authorities and utility managers will also be provided with a view to enabling them to prepare for and make full use of the investment provided by IFIs.

Under the Cross Border Co-operation programme (2002-3), Kaliningrad will receive support for water treatment facilities in the towns of Baltiisk, Svetlyi, Peimorsts and Yantaroye.

These are a few examples which reflect the priority that the EU is granting to Kaliningrad with a view to ensuring that the enclave can take advantage of the new opportunities created by enlargement of the EU.

Source: http://europa.eu.int/comm/external_relations/north_dim/kalin/ index.htm
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Northern Dimension: projects examples

(Excerpt)

11. AIDS prevention in the Kaliningrad Oblast

Kaliningrad is one of the most HIV affected regions in the Baltic Sea region, with a total of nearly 3,000 reported cases of HIV infection among the population of one million inhabitants. The TACIS LIEN and CBC Small Project Facilities have implemented several small projects in the Oblast aiming to address the health problem. LIEN has supported the promotion of access to AIDS prevention materials and has established an advisory centre for the public fund ‘Stop AIDS and drugs’. TACIS CBC SPF, on the other hand, has provided support to Kaliningrad anti-AIDS centre. Currently, Kaliningrad takes part in North West Health Replication Project, aimed at reducing health and social disparities across the borders by supporting the reform of the health system in the region. 


Source: http://europa.eu.int/comm/external_relations/north_dim/ examples.htm
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CIVIL DIMENSION OF SECURITY

Visit to Kaliningrad, 22-23 March 2002

Secretariat Report

International Secretariat, NATO Parliamentary Assembly 28 April 2002

Following the Plenary meeting that was held at the Federation Council, Moscow, on 21 March 2002, which gathered the Civil Dimension of Security, Defence and Security and Political Committees of the NATO Parliamentary Assembly (NATO PA), fourteen members of the Committee on the Civil Dimension of Security visited the Oblast of Kaliningrad on Friday afternoon 22 and Saturday 23 March, to inquire about the economic, political, social and security situation in the enclave and to continue to foster enhanced dialogue and co-operation on the issues facing the region. This visit followed on from last year's Sub-Committee Report on Prospects for Democratic Reform in the Federal Republic of Yugoslavia/Serbia, Belarus and Kaliningrad [AU 192 CC/DG (01) 3], which was approved in Ottawa in October 2001. The visit, which took place at the invitation of Governor Admiral Vladimir Yegorov and Mr. Nikolai Tulaev, Deputy Chairman of the Committee on Security and Defence, Federation Council, was the first of its kind by a NATO PA delegation. It was thus of symbolic importance to both the delegates and their hosts in the Regional Duma. 

Alice Mahon, Vice-Chairperson of the Committee, led the delegation that was received on its arrival at Kaliningrad airport by Mr. Tulaev. An official meeting presided over by Governor Yegorov, Regional Duma Chairman Nikitin and Mr. Tulaev, was held at the Regional Duma, with several high representatives attending, including Messrs. Matochkin and Ginzburg, respectively Chairman of the Duma's Economic Policy Committee and Chairman of the International Relations Committee. Three roundtables presided over by Polish Consul General Yaroslav Czubinski were held, moreover, at the Consulate General of Poland in Kaliningrad, on EU enlargement; Health, environment and crime; and Civil society development and Information and the media. The roundtables gathered numerous representatives of the Oblast, officials from Lithuania and Denmark, from Hamburg Chamber of Commerce and TACIS Local Support Unit, as well as members of the local State and independent media. A guided tour of Kaliningrad City and an excursion to Svetlogorsk resort on the Baltic Sea concluded the visit. 

In the course of this day and a half Governor Yegorov and the members of the Regional Duma set out to highlight their concerns over transit between Kaliningrad and mainland Russia and the system of visas that Poland and Lithuania will have to introduce at the latest when they join the European Union. These worries were echoed at the Polish Consulate General, inter alia by Ambassador Artur Kuzniecov, Head of the Representative of the Russian Foreign Ministry in Kaliningrad, and by Mr. Vytautas Zalys, Lithuanian Consul General. Further concerns were voiced over the economic situation and political impetus in the enclave; over the issues of crime, drug trafficking and the related threats to general safety and public health; as well as over the democratisation process and freedom of the media in the Oblast. 

THE VISA ISSUE 

Regarding the visa issue that was examined at length in last year's Sub-Committee Report, Governor Yegorov declared that the Russian position vis-à-vis the EU enlargement was known. He called for dual passports and cheap five-year multiple entry visas for Kaliningraders and Lithuanian and Polish residents - the main investors in the Oblast -, underlining that Sweden had decided to open a Consulate General "which could be the place where visas could be obtained". He went on to specify that the issue will be taken up by European External Relations Commissioner Christopher Patten, when the latter visits Svetlogorsk on 20 May with a view to preparing the 29 May EU-Russia Summit in Moscow. Chairman Nikitin stated he understood there was no alternative to the EU enlargement, emphasizing with other Regional Duma officials the need for a "civilized way" to be found so as not to hinder the right of the inhabitants of Kaliningrad to travel freely to mainland Russia, and vice-versa. 

The question of a "special" status for the enclave was not answered as such by the Kaliningrad authorities and Regional Duma members. At the time of writing this report, Berlin and Moscow had begun talks over the future status of the Oblast, while the European Commission had yet refused to consider any kind of "special" status or privileged treatment outside existing programmes and frameworks. The Commission's attitude has been that Kaliningrad is essentially an internal Russian problem, a view that has been shared by the European Parliament. On 24 April 2002, Moscow submitted a new memorandum to the Commission, which proposed fixing "corridors" without visa obligation through Lithuania, Latvia and Poland. The Commission seems to have rejected this solution, planning, rather, to find "technical, financial and consular facilities aimed at facilitating to a maximum the obtaining and use of visas for Kaliningrad citizens" (Bulletin Quotidien Europe No. 8199, Thursday 25 April 2002, p. 11). 

At the Polish Consulate General, Ambassador Kuzniecov referred to points 3 and 4 of the January 2002 European Parliament Draft report on Kaliningrad, which "[r]egrets the continuing uncertainty about the scope for flexible interpretation of the Schengen acquis, in particular as regards the use of simplified visa procedures", and which "[c]alls on the [European] Commission (Š) to achieve a balance between the need solidly to secure the EU's external borders and the need to make visa and transit arrangements easier for the inhabitants of Kaliningrad (and, in the case of transit, also for the inhabitants of the rest of Russia)" (EP Draft report 2001/2046(COS), 11 January 2002). Ambassador Kuzniecov expressed particular concern over the estimated percentage of visa refusals given by EU officials, which should not exceed 3 percent of the total number of visa requests. Three percent "means that 30,000 inhabitants of Kaliningrad will never be issued a Schengen visa", he said. 

This figure was taken up by NATO PA delegate Lord Jopling, who referred to the estimated 30,000 drug addicts in the enclave and asked whether it would be wrong to refuse visas to people with a criminal record or to drug addicts with tuberculosis or diagnosed as HIV positive. Kaliningrad Region Ombudswoman Irina Vershinina asked in turn whether it would imply that people diagnosed as HIV positive would not be allowed to see their relatives in motherland Russia. While he would not comment on the drugs issue, Consul General Zalys confirmed that the biggest problem was that of transit visas to mainland Russia, a problem for which there is an urgent necessity to develop a concrete and practical programme, he said. 

THE ECONOMIC SITUATION IN THE ENCLAVE 

Governor Yegorov stressed at first that the expression "black hole" used inter alia by the Western press to depict the Oblast, was rather unfriendly and superficial. His comment was taken up by Regional Duma Chairman Nikitin and Mr. Ginzburg, who underlined that problems in the enclave looked more dramatic because of the Oblast’s location, surrounded as it is by NATO - and soon-to-become NATO - countries. They said that Kaliningraders had a feeling of belonging to the European West and called for rehabilitating the image of the enclave, which should be seen as a bridge between Europe and Russia. 

Governor Yegorov and Chairman Nikitin also reminded the NATO PA delegates that Russia's Security Council had adopted a federal development programme for the Kaliningrad area worth US$ 3 billion up to the year 2010, which was to start at the time of writing this report. Recognizing that the economic problems in the enclave were "very big", Governor Yegorov called for Russia and Europe to solve them "together", possibly on a "50-50 percent" basis. 


Referring to the 1996 Free Economic Zone (SEZ) that granted Kaliningrad favourable tax treatment and tariff advantages for imports and exports (including to mainland Russia), Mr. Matochkin indicated for his part that the speed of economic growth in the Oblast had deteriorated "like the rest of Russia", with inter alia the agricultural and fishery production slumping over the last ten years and an average monthly salary not exceeding US$ 200. The Chairman of the Economic Policy Committee went on to point out that there was no clear understanding of, and no political decision on economic problems in the enclave. This "suspends the development of the region", he said, adding that while the EU "lacks a clear position", "Russia itself should design its own policy towards Kaliningrad". 

It should be noted here that, whilst Moscow has guaranteed the SEZ will be maintained up to 2010, the arrangements are still essentially income-oriented. The task of making the SEZ a modern production and services zone attractive to foreign investors, has yet to be fulfilled. 

The point was taken up at the Polish Consulate General by Mr. Stephan Stein, Head of Kaliningrad and St. Petersburg Branches, Hamburg Chamber of Commerce. While confirming that the black hole expression was wrong and that the enclave had "possibilities of producing cheaper goods" (cf, for instance, the production of BMW vehicles), Mr. Stein said that the lack of political will and stability in the Oblast, coupled with a lack of investments and of protection of local producers, was highly detrimental to the area. Declaring that no one knew who was leading the region, he stated that the Russian Foreign Ministry on which "everything depends", bore "a certain responsibility" for the situation in the enclave. 

To NATO PA delegate Kirsteins' question on whether a regional council of investors existed, Mr. Stein replied to the affirmative, specifying however that it was "not efficient at all". Answering Sub-Committee Rapporteur Chauveau, Mr. Stein indicated that there was a need for investments in small and medium enterprises - which constitute the basis of the enclave's economy - of up to US$ 60 million a year, specifying that Kaliningrad was entitled to transfers from Brussels through the EU's technical assistance programme, TACIS. 

The delegates will remember that the Oblast, through TACIS, benefits to the tune of about Euro 3-3.5 million a year. By contrast, as candidates for EU membership neighbouring Poland and Lithuania will receive between 2000 and 2006, up to Euro 1 billion or more a year for the former and to Euro 180 million for the latter, much of which will go towards modernizing road and rail infrastructure as parts of Trans-European Networks. To many an observer, this contributes to ever widening the gap between Poland and Lithuania and Kaliningrad. 

NATO PA delegate Roman pointed to the need for adequate legislation to be adopted, in order to protect investors and attract additional funding. Mr. Tulaev responded that legislation was being examined in the Federal Duma, with discussion on the overall Kaliningrad issue being further scheduled for April and June. He went on to emphasize the role that parliamentarians should play in this regard. 

ENVIRONMENT, CRIME AND HEALTH 

Little was said concerning the environmental problems in Kaliningrad. Governor Yegorov referred to the US$ 57-million project for improving the quality of drinking water, which is to be implemented over the next five years, and pointed also to the chemical substances buried in the Baltic seabed, off the Russian coast. An appeal for environmental funding was, moreover, made at the Polish Consulate General by Mr. Akinin, Chairman of the Committee on Natural Resources and Ecology at the Regional Duma. 

Concerning crime, it should be noted at first that the figures for criminal activities inside the enclave are apparently between 20 and 30 percent higher than the Russian average. 

Governor Yegorov and Regional Duma officials were adamant in stressing that no drugs were being produced in the Oblast and that drugs were coming essentially from neighbouring countries, notably Lithuania. This was repeated at the Polish Consulate General, with Kaliningrad Region Ombudswoman Vershinina saying that once Poland and Lithuania enter the European Union, "it will be all right to say that drugs come from the EU". Drugs were described as a social problem by Regional Duma Chairman Nikitin, who further indicated that poverty, crime and poor health in the enclave were the "direct results" of the problems of the early 1990s. Counter-measures should be "of a social character", he said. Governor Yegorov highlighted for his part the need for equipment at border crossings to counter land smuggling. 

Responding to NATO PA delegate Clapham's question as to whether an anti-smuggling strategy existed between the Regional Duma and the police, the head of security in Kaliningrad indicated that work with the local police was directly subordinated to the Federal Ministry of Interior. He said that while the Ministry was responsible for allocating funds to the enclave for anti-smuggling activities, the Regional Duma could be of influence "by initiating proposals aimed at updating criminal legislation". New proposals to that effect were soon to be adopted by the Regional Duma, he added. 

At the Polish Consulate General, Kaliningrad police representative told the members that no cases had been recorded of drugs being smuggled via sea and/or air - an information which NATO PA delegate Roman and others found difficult to believe. The police representative indicated also that anti-smuggling operations were being conducted under the supervision of the Federal Ministry of Interior, with Lithuania, Poland and Belarus, while work was being developed to stop drug dealing in the Oblast. To NATO PA delegate Stefansson's questions as to whether drug lords were active in the enclave and which kinds of penalty were applicable, the representative replied that there was no drug Mafia and that penalties were proportionate to offences. He said that one drug murder had been registered in 2001, whereas 61 contract murders had been recorded in January and February this year. 

With regard to public health, Governor Yegorov told the members that 280 people had died of tuberculosis in 2001. Responding to Mr. Stefansson's question about the unemployed military being reported to live in dire conditions, Regional Duma Chairman Nikitin and Mr. Tulaev indicated that there had been a sharp decrease in the number of military in the enclave over the past decade, from 150,000 in 1990 to less than 30,000 today. They said that the main problem was "re-orientation in civil life" and that there were a few retraining centres for young officers. 

The health situation was tackled in somewhat greater detail at the Polish Consulate General. Kaliningrad Region Ombudswoman Vershinina said that the State system of public health was good, and that the HIV epidemic in the enclave was "a bit exaggerated by Western countries". Mr. Buhtoyarov, Vice-Chairman of the Health Committee of the Kaliningrad Oblast, indicated for his part that over the last ten years tuberculosis (TB) had spread "at a much greater speed than the means to combat it". He said that this "very aggressive social disease" was resistant to all drugs currently used and that isolation of TB patients was not possible because of the limited number of beds. Mr. Buhtoyarov said that he was nonetheless optimistic for the five years to come, mentioning assistance being provided by Germany, Sweden and Norway. He went on to point with Ms Alla Ivanova, TACIS Local Support Office, to the programmes of syringe exchanges, to the rehabilitation centres for drug addicts and the drug prevention programmes, all of which belong to a "network of drug-combating" funded in part by the United States, France, Sweden, Denmark, Poland and Lithuania, as well as by TACIS. 

INFORMATION AND THE MEDIA 

The last roundtable at the Polish Consulate General was devoted to Civil society development and Information and the media in the enclave, with the discussion focusing essentially on the media. 

Mr. Igor Rudnikov, the founder and editor of Novi Kalosa ("New Wheels") weekly and a member of the Regional Duma, indicated that the efforts of the Kaliningrad authorities to improve their image and to "try to present themselves as being aware of the problems and as trying to solve them", had been lasting for the last ten years. Mr. Rudnikov called for the EU to be "more radical in its relation with Russia" and "tougher in its own taking of measures". "The quicker the visa system is implemented, the sooner the [Kaliningrad] authorities will take measures" to improve the situation, he said, referring in particular to the pollution of the Baltic Sea and to the flow of people from all around the world who converge to Kaliningrad. 

Mr. Igor Rostov, the publisher of Kaskad newspapers and local TV station, pointed to the introduction of censorship, indicating that the licenses of local independent radio stations were likely not to be extended for the next five years, and to physical violence against journalists. Mr. Ginzburg specified in turn that physical violence had been used under the previous governorship and that the role of the media in the enclave was "more important than in the rest of Russia". 

Responding to NATO PA delegates, Messrs. Rostov, Rudnikov and Borys Nisnievich, from Kaliningratskya Pravda daily, said that there were not many mass media in Kaliningrad, all of which were "just the voice of the bureaucrats"; they declared that "all the tools [were] used to prevent freedom of the press", including a strong opposition from police and justice authorities, and that there were "serious barriers" to access to information. They argued that meetings between Kaliningrad, Polish and Lithuanian officials, were not covered by the local press while insufficient information prevents them from organizing campaigns of explanation on the EU policy towards the enclave. 

CONCLUSION 

The NATO PA delegates were very grateful to Governor Yegorov and Mr. Tulaev, as well as to Polish Consul General Czubinski, for organizing their visit to Kaliningrad, which was of symbolic importance to all parties. Like many an observer, the members have been of the strong opinion that enhanced dialogue and co-operation is to be pursued on the issues facing the region. They hope, therefore, that their visit will be the prelude to in-depth discussions on Kaliningrad within the framework of the Committee and/or the Sub-Committee. 

Source: http://www.nato-pa.int/publications/trip/av063cc-kaliningrad. html
Document 30

The European Affairs Committee Conference 

The Baltic Sea Region in the Future of Europe 

Perspectives on the EU Enlargement in Preparation of the Danish Presidency


April 9, 2002

Speech by Minister for Foreign Affairs of Denmark, Dr. Per Stig Møller

(Excerpt)


The enlargement will make the Russian region of Kaliningrad an enclave in the Union. This raises special questions concerning visa, transit of persons and goods, energy supply etc. We must find practical answers. The objective is to make sure that Kaliningrad, and the other Russian regions, have a sound basis for their socio-economic development. This will also put demands on these regions to adjust to the new situation by creating better framework conditions for private business so that they will be better able to take advantage of new opportunities...

The EU and all countries in the Baltic Sea region co-operate under the concept “Northern Dimension”. The Northern Dimension is a framework for working out joint priorities and for coordinating efforts to develop the entire Baltic Sea region. Under the Danish EU Presidency we are going to work out a set of guidelines for a new Action Plan to enter into force next year. It is natural for us to look at the Northern Dimension as a supplement to the enlargement – as a tool to make sure that the benefits of the enlargement do not stop at the new external border. The Northern Dimension must help crate a coherent region consisting of both EU member states and non-member states. 


Source: <http://www.um.dk/cgi-bin/dyn3nt/dyn3.exe?prog=show& pageid=28&dataid=65>
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REPORT

on the communication from the Commission to the Council on the EU and Kaliningrad

25 April 2002, FINAL, A5-0156/2002, 309.641

(COM(2001) 26 - C5-0099/2001 - 2001/2046(COS))

Committee on Foreign Affairs, Human Rights, Common Security and Defence Policy

Rapporteur: Magdalene Hoff

PROCEDURAL PAGE

By letter of 19 January 2001, the Commission forwarded to Parliament its communication on the EU and Kaliningrad (COM (2001) 26 - 2001/2046 (COS)).

At the sitting of 15 March 2001 the President of Parliament announced that she had referred the communication to the Committee on Foreign Affairs, Human Rights, Common Security and Defence Policy as the committee responsible and the Committee on Industry, External Trade, Research and Energy for its opinion (C5-0099/2001).

At the sitting of 7 February 2002 the President announced that he had also referred the communication to the Committee on Citizens' Freedoms and Rights, Justice and Home Affairs for its opinion.

The Committee on Foreign Affairs, Human Rights, Common Security and Defence Policy appointed Magdalene Hoff rapporteur at its meeting of 20 March 2001.

The committee considered the Commission communication and the draft report at its meetings of 22-24 January and 22-23 April 2002.

At the latter meeting it adopted the motion for a resolution unanimously.

The following were present for the vote: Elmar Brok, chairman; Baroness Nicholson of Winterbourne, Geoffrey Van Orden and Christos Zacharakis, vice-chairmen; Ole Andreasen, John Walls Cushnahan, Véronique De Keyser, Rosa M. Díez González, Andrew Nicholas Duff (for Paavo Väyrynen), James E.M. Elles (for Johan Van Hecke), Giovanni Claudio Fava (for Catherine Lalumière), Glyn Ford, Michael Gahler, Jas Gawronski, Vasco Graça Moura (for Philippe Morillon), Klaus Hänsch, Ulpu Iivari (for Magdalene Hoff), Joost Lagendijk, Armin Laschet, Cecilia Malmström, Miguel Angel Martínez Martínez (for Raimon Obiols i Germà), Emmanouil Mastorakis (for Alexandros Baltas pursuant to Rule 153(2)), Emilio Menéndez del Valle, Pasqualina Napoletano, Arie M. Oostlander, Elena Ornella Paciotti (for Ioannis Souladakis pursuant to Rule 153(2)), Doris Pack, Hans-Gert Poettering (for Alfred Gomolka), Jacques F. Poos, Jannis Sakellariou, José Ignacio Salafranca Sánchez-Neyra, Amalia Sartori, Elisabeth Schroedter, David Sumberg, Ilkka Suominen, Hannes Swoboda, Charles Tannock, Bob van den Bos, Demetrio Volcic, Karl von Wogau, Jan Marinus Wiersma, Matti Wuori.

The opinion of the Committee on Citizens' Freedoms and Rights, Justice and Home Affairs is attached. The Committee on Industry, External Trade, Research and Energy decided on 11 April 2001 not to deliver an opinion.

The report was tabled on 25 April 2002.

The deadline for tabling amendments will be indicated in the draft agenda for the relevant part-session.

MOTION FOR A RESOLUTION

European Parliament resolution on the communication from the Commission to the Council on the EU and Kaliningrad (COM(2001) 26 - C5-0099/2001 - 2001/2046(COS))

The European Parliament,

· having regard to the Commission communication on the EU and Kaliningrad (COM(2001) 26 - C5-0099/2001),

· having regard to the Partnership and Co-operation Agreement (PCA) between the European Union and Russia, which entered into force on 1 December 1997,

· having regard to the Common Strategy of the European Union on Russia, adopted by the European Council in Cologne on 4 June l999,

· having regard to the communication from the Commission to the Council on a Northern Dimension for the policies of the Union (COM(1998) 589 - C4-0067/1999) and the Feira Action Plan relating thereto,

· having regard to Russia's 'medium-term strategy for development of relations between the Russian Federation and the European Union (2000-2010)' presented at the EU-Russia summit in October in Helsinki,

· having regard to Russia's 'Foreign Policy Concept' of July 2000,

· having regard to its previous resolutions on Russia, in particular on Kaliningrad and on the Northern Dimension, and including its resolution of 2 April 1998 on the Commission communication 'The future of relations between the European Union and Russia' and the action plan 'The European Union and Russia: the future relationship'
 and its resolution of 13 December 2000 on the implementation of the Common Strategy of the European Union on Russia;

· having regard to Rule 47(1) of its Rules of Procedure,

· having regard to the report of the Committee on Foreign Affairs, Human Rights, Common Security and Defence Policy and the opinion of the Committee on Citizens' Freedoms and Rights, Justice and Home Affairs (A5-0156/2002),

A.   whereas the accession of Poland and Lithuania to the European Union will place the Kaliningrad exclave of Russia in the position of being surrounded by the external borders of the EU, apart from its coastline which gives access to the Baltic Sea, which will result in the necessity to search for a solution to facilitate the movement of persons and goods between Kaliningrad and the Russian mainland, respecting the norms of EU external borders,

B.   whereas it is therefore vital that joint efforts be made to counteract the disadvantages of the geographical separation of the area from the rest of Russia by utilizing the opportunities posed by its proximity to the dynamic Baltic region and to an EU undergoing enlargement, and that every effort be made in order to overcome the significant income gap between Kaliningrad and the neighbouring regions,

C.   whereas there is a growing tendency among decision-makers in Russia, in the area of international relations, to favour moving in the direction of closer ties with Europe (trade, energy partnerships), which increases the prospects of jointly developing practical arrangements for Kaliningrad,

D.   whereas the authorities in Moscow are now giving priority to civilian development of the area rather than emphasizing its role as a forward military bastion,

E.   whereas civil society has been active in recent years in the Kaliningrad region in a wide range of different NGOs with very diverse themes, philosophies, political objectives, forms of organization and financial bases, but for which there is as yet a lack of political framework, transparency and legal certainty,

F.   whereas the PCA provides a suitable framework for discussions with a view to ensuring the continued viability of Kaliningrad under the new geopolitical conditions,

G.   whereas Kaliningrad could become a 'major project' for co-operation between the north west of Russia and the EU, and could perhaps provide a fresh impetus for successful structural reforms in Russia as a whole,

H.   whereas a failure to halt the economic and social decline would turn the region into a permanent source of unpredictability, instability and environmental degradation in the dynamic Baltic Sea co-operation, and, furthermore, would be liable to undermine efforts to develop a partnership between the EU and Russia,

I.   whereas there are insufficient transport links of any kind from the region and city of Kaliningrad direct to the EU Member States, which is a major hindrance to the active exchange of partners in the economic, political and cultural fields,

J.   whereas the new administration in Kaliningrad and most of its elite, at the same time as emphasizing solid ties with the central authorities in Moscow, are in favour of further opening up of the area vis-à-vis the Baltic region and Europe,

K.   whereas the central authorities in Moscow have taken decisions on establishing closer administrative ties with Kaliningrad, but a development strategy for the region which could be dovetailed with EU activities has still not been adopted,

L.   whereas in June 2001 the presidency of the Baltic Council fell by rotation to Russia for one year; expecting therefore that the Baltic Council will make an active contribution to the creation of international co-operation with the Kaliningrad region,

1.   Reaffirms that the Kaliningrad area is, and will remain, an inseparable part of the Russian Federation; points out that responsibility for the region thus lies with Russia, but that the EU should increase, as much as possible, its efforts at helping to create favourable conditions for the region's development; hopes therefore that Russia together with the EU in the framework of the PCA could establish smooth integration into the European Economic Area; encourages Russia to put in a more concrete form its plans for Kaliningrad, including their financial aspects; stresses, at the same time, that the Kaliningrad region must have an improved communication network linking it with the outside world, on which the area is vitally dependent as a result of its unique geographical position;

2.   Endorses the intention of the Council and the Commission to find, within the framework of the PCA between the EU and Russia, solutions that take account of the special situation of the Kaliningrad area; invites the Council and the Commission to take into account the legitimate interests of the Kaliningrad region and Russia in a smooth transit between the two parts of Russia;

3.   Urges the Council and the Commission to clarify the scope of possible practical arrangements permitted by the acquis on movement of persons and to present options based on these possibilities;

4.   Stresses that the difficulties at the border of Lithuania-Poland-Kaliningrad are caused by inadequate and inefficient administration and by over-complicated procedures;

5.   Invites the Commission to develop, together with the Kaliningrad authorities, projects in order to improve the border crossing infrastructure, to improve the qualifications of border guards and customs officials; calls in particular on the relevant Russian border and customs authorities to ensure that their staff have a modern attitude geared to the needs of the citizens and thus contribute to speedy clearance at border crossings; considers that these projects are even more important than the issue of visas to cross-border mobility and that these projects can profit from the very positive experience made by other joint projects in the customs and border guards field between the EU and Russia (e.g. the Sheremetyevo project);

6.   Calls on the Commission to investigate to what extent it might be possible to develop multilateral European-Russian border patrols along the eastern external borders;

7.   Calls on the Commission and the Member States, in connection with the enlargement of the EU to the east and in full respect of the Schengen agreement, to seek, together with Russia, Poland and Lithuania, to achieve a balance between the need solidly to secure the EU's external borders and the need to make visa and transit arrangements smooth for travel to and from Kaliningrad, in particular with a view to counteract fears about the isolation of the Kaliningrad region; calls for consideration to be given to the idea of setting up an EU Consulate in Kaliningrad; takes the view that the offer of more efficient procedures at low cost for the issue of transit visas should be guaranteed and that other pragmatic solutions should be envisaged based on the principle of reciprocity; considers furthermore that threats to internal security to the EU should be periodically monitored and that decisions to ease the visa regime could be taken on the grounds of improvements in these regular monitoring reports;

8.   Regrets that neighbouring countries which have requested the authorization to open or expand consulates in Kaliningrad are still waiting for a positive reaction from the Russian side; supports Commissioner Patten in his call for Russia to make it easier for Kaliningraders to obtain international passports; reminds Russia about the need to issue passports meeting international standards, ratify border agreements, sign and ratify re-admission agreements with the EU and countries bordering the Kaliningrad region and take steps necessary for the developing of infrastructure of border-crossing points;

9.   Calls on the Commission to contact Russia offering to open a branch of the EU mission in Kaliningrad, so that it can have an on-site presence to support the successful implementation of the EU action programme for the Kaliningrad region in co-operation with Russia; considers it conceivable that this branch might in future be given other tasks too;

10.   Points out that Kaliningrad, as part of Russia, will automatically join the Common European Economic Space, but that its successful integration can only be achieved if Moscow also develops a stable, consistent strategy for Kaliningrad, thereby sending a clear signal regarding the nature and extent of its future involvement in the area from a political, economic and regulatory point of view;

11.   Emphasizes that corruption and lack of social and economic development endangers the establishment of democracy and the rule of law;

12.   Appreciates the traditional role of the Council of Europe in furthering democracy and the rule of law;

13.   Believes that application of a different economic, social and legal system in Kaliningrad should be possible for Russia, and that Kaliningrad could be a pilot region, which goes ahead of the other parts of Russia;

14.   Stresses that three essential conditions must be fulfilled if co-operation with regard to Kaliningrad is to succeed: 'good governance' in terms of efficient administration, properly functioning institutions and the actual enforcement of laws, structural reforms in the areas of legal certainty, a stable tax legislation environment and acquisition of land and serious steps towards an economic and social renaissance of the region and considers that effective measures against corruption are crucial in order for these to be successful; encourages the Russian side to make administrative procedures applying to domestic and foreign investors more consistent and less time-consuming, by reducing the number of local contacts;

15.   Emphasizes that more attention has to be paid to institution and capacity building, the establishment of the rule of law and democratic procedures which are essential elements for developing fair and durable internal and external economic relations; in particular reliable legislative and administrative conditions have to be created for attracting both Russian and foreign capital to the Kaliningrad Oblast;

16.   Calls on the Commission to cooperate with the Russian authorities in order to adapt the legislation applicable to the Kaliningrad region in order to bring about improvements in criminal trials and adjust the level of penalties in the fight against illegal migration and the trafficking in human beings;

17.   Urges that in the context of the Northern Dimension attention should be paid to reinforcing the judiciary and the police in the fight against international crime;

18.   Calls on the Russian central government and the government of the Kaliningrad region to create the legal and political framework conditions for a commitment to civil society and to achieve an understanding in the responsible governments and parliaments of the meaning of civil society, the forms it takes and the ways in which it has its effects; calls on the Council and Commission to give targeted financial support to this on the basis of partnership programmes;

19.   Stresses that initiatives to develop and strengthen civil society need to be encouraged by establishing relations with civil society actors in the European Union, in order to create a democratic culture at grassroots level;

20.   Points to the alarming environmental situation in Kaliningrad which can only be overcome by joint efforts by the European Union, individual Member States, other states with Baltic Sea coasts, and international financial institutions; regrets the difficulties that have been experienced in getting a project aimed at improving the water and waste water system in Kaliningrad city off the ground and calls on all relevant Russian authorities to ensure that problems of this kind are rapidly solved and prevented from reoccurring in connection with future projects;

21.   Calls on the Commission to support Kaliningrad in bringing the standards applying to its export products in line with those of the EU, in particular with regard to technical manufacturing operations, environmental compatibility and consumer protection;

22.   Calls on the Commission to play a more active financial role in Kaliningrad, coordinating TACIS, PHARE and INTERREG more effectively and involving international financial institutions to a greater extent in the development of projects; stresses the urgency of improving regional and supra-regional cross-border transport links; also stresses the importance of micro-projects in helping people on both sides of the border to get to know each other and to include local actors in project development in order to create a basis for effective project implementation;

23.   Calls on Russia to ensure that the Special Economic Zone (SEZ) will be compatible with WTO standards and invites the Commission to assist Russia in the project, looking at possible convergence, and the extent of such convergence, with the Russian concept of 'export-oriented production' zones;

24.   Calls on the Commission to devote a substantial part of its financial assistance to supporting the creation of a more positive climate for foreign direct investment, which could lead to the development of a combination of competitive parts of traditional industries and activities of the future, notably telecommunications, transport infrastructure, energy supply, trade and finance, environmental protection and specialized small and medium-sized companies;

25.   Calls on the Commission to provide a financial contribution not as a one-sided programme of assistance, but as a joint development project with Russia; stresses that such a commitment should be entered into gradually, i.e. only to the extent that Moscow itself makes a substantial commitment to the area; suggests that consideration should be given to the setting up of a task force for Kaliningrad within the framework of the PCA with the task of exploring, together with experts from Moscow and Kaliningrad, conditions and opportunities for an upturn in the area;

26.   Calls on the Commission and the Member States to work to a greater extent with the Baltic Sea Council with a view to strengthening Kaliningrad's economic and cultural relations with its neighbours, including developing and implementing multilateral projects in Kaliningrad, e.g. in the areas of border co-operation, assistance for smaller businesses and the establishment of links between Kaliningrad State University and higher education institutions in the Baltic region; considers that the prospects are favourable as Russia took over the chair of the Baltic Sea Council in June 2001;

27.   Calls for the inclusion in the TEMPUS activities in Kaliningrad of institutional development projects aimed at the emergence of administrative and institutional structures, particularly with a view to the promotion of democracy and the rule of law;

28.   Recalls its decision to increase the budget line for cross border co-operation for 2002 and to further increase it in 2003; invites the Commission, in close co-operation with the regions concerned, to support viable projects for cross-border co-operation between Kaliningrad and Poland and Lithuania; considers that such special cross-border co-operation arrangements, accompanied by assistance for cross-border development projects, should aim at a further economic and social development on both sides of the border;

29.   Welcomes the considerable reduction of troops in recent years in the Kaliningrad region and calls upon the Russian authorities to examine the feasibility of making the remaining troops and the considerable experience of the Russian Armed Forces in deploying and maintaining peacekeeping personnel available for future crisis management operations;

30.   Calls on the Commission to consistently include Poland and Lithuania in EU initiatives vis-à-vis Kaliningrad, particularly as regards the matter of visa and transit arrangements, which concerns them directly; considers that information could be provided and consultation take place within the framework of the Europe Agreements, and that, with regard to Russia, discussions could be held in due course involving the EU, Russia, Poland and Lithuania;

31.   Calls on the Commission to provide more information to the political authorities in Kaliningrad and its citizens on the consequences of EU enlargement for the area, for example on the following basis and by the following means: strengthening the EU information office in Kaliningrad, supporting the European faculty at Kaliningrad State University, which receives funding from the Baltic Sea Council, and providing assistance for European events held by local educational institutions and organizations in the socio-political field, including the German-Russian House; considers that the latter, an institution which is highly regarded in Kaliningrad and recognized by Moscow, should make the European dimension a key area of its work;

32.   Calls on the Commission in this connection also to empower the local TACIS office to make funds available in an unbureaucratic manner for small projects in the field, to support the multiplicity of private initiatives by EU citizens, particularly those working with Russian partners and public institutions on building up small firms and the social infrastructure;

33.   Instructs its President to forward this resolution to the Council and the Commission, the parliaments of the Member States and the candidate countries, the Russian Duma and Federal Government and the Duma and Governor of the Kaliningrad Oblast.

EXPLANATORY STATEMENT

BACKGROUND

a)   Kaliningrad is a Russian enclave. The area has a total population of 950,000 inhabitants, around half of whom live in the capital city of the same name, formerly known as Königsberg. Kaliningrad is bordered by Lithuania to the east and Poland to the west, and lies some 400 km away from the Russian 'mainland'.

b)   In order to counteract the serious economic disadvantages resulting from this geographical situation, Moscow created the Free Economic Zone in 1991 and, following its dissolution in 1995, the Kaliningrad Special Economic Zone (SEZ), granting Kaliningrad favourable tax treatment and tariff advantages for imports and exports (including to the Russian 'mainland'). The aim was to attract Russian and foreign capital, in order to stimulate production and services in Kaliningrad. However, this has largely failed. In view of the generally unfavourable environment, very little Western capital has to date been invested in Kaliningrad (up to the end of 2000, just USD 70 m). The SEZ rather serves as an instrument for promoting private interest groups, which are often linked to local authorities. It has frequently been, and still is, misused in connection with the pursuit of illegal and criminal activities on a large scale. Today Kaliningrad is in a state of massive economic and social decline.

c)   The enlargement of the EU to the east, and specifically the accession of Poland and Lithuania to the Union, will radically change Kaliningrad's geopolitical situation. The area will become an enclave of the EU, that is it will be surrounded by a confederation of states which, hand in hand with a policy of removing internal borders, is seeking to ensure the clear demarcation of its external borders. This will - one way or another - have a lasting impact on Kaliningrad's development. And not only Kaliningrad will be affected, but the effects will be felt in the whole of the Baltic region and will influence relations between Russia and the EU.

d)   In the light of this, neither Russia nor the EU can close their eyes to the fact that the changing international conditions demand new solutions. Rigidly maintaining the old status quo with regard to Kaliningrad would aggravate the problem. This makes Kaliningrad a test case for the PCA between the EU and Russia: are the partners able to find a solution for Kaliningrad together, resolving a common problem in a spirit of partnership?

Problems and opportunities

e)   There is an urgent need to put a stop to the economic and social collapse of Kaliningrad. Otherwise, a dangerous hot spot would emerge in the midst of the EU's Baltic region, forming a permanent source of unpredictability, instability, environmental degradation and crime. Domestic and foreign investors would be even less willing than before to provide investment. The financial gap at the EU's eastern borders would become wider. The situation would encourage separatist tendencies in Kaliningrad, putting further pressure on international relations in the Baltic region.

f)   The objective must, rather, be together to find a solution allowing Kaliningrad to benefit from the opportunities offered by proximity to the EU. Kaliningrad as a transport junction and business area with a modern services sector could contribute to the forming of positive interdependent relationships in the Baltic region. Such a development, supported and assisted by the EU, would help further lessen tensions in this region, and also encourage Moscow not to strengthen its military presence in Kaliningrad again.

g)   Kaliningrad already has a strong network of international contacts in the region: with subregional bodies, cities, the business community, scientific and educational institutions, professional associations, cultural organizations and NGOs. No other region of Russia enjoys such a wealth of contacts both in terms of quantity and quality; there is, though, a trend towards recentralisation on the part of Moscow. It is essential to ensure that Kaliningrad's network of contacts is not destroyed as a result of eastward enlargement of the EU. On the contrary, a solution must be found at central level, within the framework of the PCA, which places the network on a new basis and provides scope for independent initiatives of various kinds between stakeholders in society. This would not only open up positive future prospects for Kaliningrad, but also constitute an attractive model for effective co-operation between the EU and Russia.

Initial positions

h)   The Commission has already set out its views on the future of Kaliningrad (in the document 'The EU and Kaliningrad' of 17 January 2001), which it deliberately presented not in the form of a decision, but of 'ideas and options for discussion between the parties'. The purpose is to emphasize not only that the Commission intends to take a flexible approach to negotiations, but above all that it is Moscow which has primary responsibility for this area. In consultations with the EU (and, until their accession, in some cases also with Poland and Lithuania), the first concrete steps must be taken by Russia. It is Russia which will decide on the status of Kaliningrad - that must of course be the principle underlying any negotiations.

i)   Moscow's medium-term plans for Kaliningrad are still not sufficiently concrete to provide a good basis for efforts to develop the region or for the EU-Russia co-operation on Kaliningrad that President Putin, in an EU-Russia summit in Helsinki in October 1999, identified as a pilot project in bilateral co-operation. Draft versions of a Russian Federal Programme for the Development of the Kaliningrad Region exist, but leave many questions unanswered. It is strongly to be hoped that a more complete version of this programme can be adopted very soon.

Visa and cross-border arrangements

j)   Visas are not at present required for travel between Kaliningrad and its neighbours. That situation will change when, as is currently intended, Poland and Lithuania introduce such a requirement in 2003 in anticipation of their accession to the EU. For the people of Kaliningrad and also for Moscow, this is the most serious problem affecting the future of the area. There is a growing feeling among the inhabitants of Kaliningrad that they are trapped.

k)   The introduction of the visa requirement would in fact have a dramatic impact on life in Kaliningrad. Journeys from and to the rest of Russia would amount to foreign travel, while journeys to the neighbouring countries of Poland and Lithuania would be made more difficult. Not only would this hurt businesses (with smaller and medium-sized companies, which are closely geared to the regional market, being particularly badly hit), but other problems could result. Indiscriminately applying the Schengen agreement could have the effect of disheartening people and harming the economy. It is therefore essential to ease visa conditions and facilitate the movement of goods, as well as to partially integrate Kaliningrad into the Union.

Financial involvement

l)   There is currently a clear economic gap between Kaliningrad and its neighbours, which affects all sectors. As applicants for accession, Poland and Lithuania are already receiving substantial EU funding to help them prepare for membership of the Union, whilst Kaliningrad only receives assistance under the far more modest TACIS programme. The EU itself has therefore - albeit unintentionally - contributed to the gap currently existing between Kaliningrad and its neighbours. Without accompanying measures, the situation will worsen once Poland and Lithuania begin to participate in the Common Agricultural Policy, the Structural Funds and other EU aid programmes.

m)    However necessary agreement on the status of Kaliningrad is, it alone will not be enough to bring about an economic upturn in the area and ensure that it is able to be integrated into the future regional EU economic area. On the contrary, in the absence of huge investment in modernization, the area would - precisely as a consequence of the opening up of the EU's borders - come under enormous pressure of competition from its EU neighbours Poland and Lithuania, with which it would be unable to compete. The increasingly efficient infrastructures of Poland and Lithuania would attract investment to an even greater extent, with Kaliningrad being bypassed. In addition, the adoption of EU standards would make exports by Kaliningrad to its neighbours far more difficult.

n)   Kaliningrad is not capable by itself of adjusting to the new EU economic area being formed. It does not have any comparative advantages over its neighbours. Only if the area receives outside assistance in order to modernize its production and develop its infrastructure will it be in a position to benefit from the effects of the dynamic growth being experienced by its EU neighbours. As the necessary level of investment will be unable to be provided either by Kaliningrad itself or by the central authorities in Moscow, it is above all the EU which is called upon to intervene - in, moreover, its own interests.

o)   Whether, and to what extent, EU investment can be implemented effectively (and is therefore appropriate) will essentially depend on how Russia organizes the Special Economic Zone in future. Whilst Moscow has guaranteed that the SEZ will be maintained up to 2010, providing stability and predictability, the arrangements are still essentially income-oriented. The task of making the SEZ a modern production and services zone which is attractive to foreign investors has yet to be fulfilled. As already indicated, Russia's Security Council has announced its intention to adopt a detailed development programme for the Kaliningrad area up to the year 2010 by the end of the year. How will a modified approach by Moscow fit into such a development plan? Will the central authorities in Moscow succeed in making the SEZ more effective? And can all of this be effectively dovetailed with EU projects?

Provision of information

p)   It is possible to conclude that people in Kaliningrad have a feeling of belonging to the European West, and will consequently interpret a 'lack' of commitment from the EU as their being excluded from the West and disadvantaged in relation to neighbouring countries. Immediate steps need to be taken to rectify such an unrealistic conception, as the reality of the situation can otherwise only bring disappointment. It is essential to communicate to the population and to information providers in Kaliningrad what partial integration of Kaliningrad into the European Economic Area can - and what it cannot - achieve.

 --------------------------------------------------------------------------------
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OPINION OF THE COMMITTEE ON CITIZENS' FREEDOMS AND RIGHTS, JUSTICE AND HOME AFFAIRS

for the Committee on Foreign Affairs, Human Rights, Common Security and Defence Policy

on the communication from the Commission to the Council on the EU and Kaliningrad

(COM(2001) 26 - C5-0099/2001 - 2001/2046 (COS))

Draftsman: Arie M. Oostlander

PROCEDURE

The Committee on Citizens' Freedoms and Rights, Justice and Home Affairs appointed Arie M. Oostlander draftsman at its meeting of 20 February 2002.

It considered the draft opinion at its meetings of 18-19 March and 17-18 April 2002.

At the last meeting it adopted the following conclusions by 33 votes to 1, with no abstentions.

The following were present for the vote: Ana Palacio Vallelersundi, chairwoman; Lousewies van der Laan, vice-chairwoman; Giacomo Santini, vice-chairman; Arie M. Oostlander, rapporteur; Maria Berger (for Martin Schulz), Hans Blokland (for Ole Krarup, pursuant to Rule 153(2)), Alima Boumediene-Thiery, Kathalijne Maria Buitenweg (for Heide Rühle), Michael Cashman, Ozan Ceyhun, Carlos Coelho, Thierry Cornillet, Francesco Fiori (for Gérard M.J. Deprez , pursuant to Rule 153(2)), Pernille Frahm (for Giuseppe Di Lello Finuoli, pursuant to Rule 153(2)), Pierre Jonckheer, Eva Klamt, Jean Lambert (for Patsy Sörensen), Baroness Sarah Ludford, Hartmut Nassauer, William Francis Newton Dunn, Elena Ornella Paciotti, Paolo Pastorelli (for Marcello Dell'Utri), Hubert Pirker, Martine Roure, Gerhard Schmid, Olle Schmidt (for Francesco Rutelli), Ilka Schröder, Sérgio Sousa Pinto, The Earl of Stockton (for Timothy Kirkhope), Joke Swiebel, Anna Terrón i Cusí, Gianni Vattimo (for Valter Veltroni), Christian Ulrik von Boetticher, and Christos Zacharakis (for Jorge Salvador Hernández Mollar).

SHORT JUSTIFICATION

Kaliningrad is in an unusual position as a region, being separated geographically from the rest of Russia. After enlargement, Kaliningrad will be surrounded by the EU, specifically by its neighbouring states, Poland and Lithuania. This new situation should not disrupt Kaliningrad's current trade with these countries, nor its relations with the rest of Russia; neither should it compromise the smooth functioning of the EU.

With regard to issues in the field of justice and home affairs, the following remarks might be made on Kaliningrad's situation in the run-up to enlargement.

1.   Issues

(a)   Visas

The introduction of the Schengen acquis by the new Member States will have particular repercussions on the movement of people leaving or travelling to Kaliningrad owing to its situation as an enclave. The visa-free transit currently enjoyed by residents of Kaliningrad and certain categories of Russian nationals transiting Lithuania will no longer be possible.

Special measures will therefore need to be envisaged in order to ease small border traffic and avoid hindering economic life in Kaliningrad. The efficient operation of border crossings will also require improved facilities and procedures.

(b)   Fight against crime

Even more than other parts of Russia, Kaliningrad has seen an alarming rise in organised crime (trafficking in human beings, drugs, prostitution, smuggling, car theft, etc.). The number of crimes recorded in Kaliningrad is 20 percent higher than the Russian average.

This crime linked to corruption is slowing down economic development and the establishment of a state governed by the rule of law in the region. There is therefore a need to combat these illegal activities, which threaten to spread to neighbouring EU Member States.

2.   Action to be taken

The action to be taken on both visa policy and the fight against crime concerns Kaliningrad and Russia as well as the EU.

-   Russia

There is a need for coordination between Russia and the EU with regard to policy on visas and readmission agreements in order to ensure that people can cross borders smoothly and in a controlled manner whilst preventing illegal activities. This also implies the efficient issuing of affordable passports which comply with international standards.

It is also up to Russia to participate fully in the co-operation agreements signed with Lithuania (such as the 'Nida' initiative which covers projects linked to the operation of border crossings) and in the Baltic region within the framework of the task force on crime.

-   European Union

On the EU side, a distinction needs to be drawn between the period before the lifting of internal border controls (probably not before the end of 2005) and the subsequent period when the Baltic states and Poland will have to apply the Schengen acquis in full.

In the first period, the visas issued by the said countries will be valid only for their national territory; multi-entry visas will be possible at a later stage. From the date of these countries' accession, however, small border traffic should be facilitated on the basis of case-by-case checks on applications by cross-border workers (multiple-entry visas valid for several years at low cost or free of charge).

Consular co-operation between the Baltic states will generally need to be expanded, as will the use of liaison officers and the opening of consulates in Kaliningrad by current and future Member States.

Finally, bearing in mind the scale of the reforms to be made, the EU must, in the interest of the economic and social development of the Baltic region in the widest sense, provide technical and financial assistance to the countries concerned in order to ensure that effective controls are established at the future external borders, without however isolating the Kaliningrad region.

CONCLUSIONS

The Committee on Citizens' Freedoms and Rights, Justice and Home Affairs calls on the Committee on Foreign Affairs, Human Rights, Common Security and Defence Policy, as the committee responsible, to incorporate the following points in its motion for a resolution:

1.   Recognizes that the direct responsibility for the Kaliningrad region lies in Moscow, and therefore hopes that Moscow together with the EU in the framework of the Partnership and Co-operation Agreement could establish smooth integration in the European Economic Area;

2.   Emphasizes that more attention has to be paid to institution and capacity-building, the establishment of the rule of law and democratic procedures which are essential elements for developing fair and durable internal and external economic relations; in particular reliable legislative and administrative conditions have to be created for attracting both Russian and foreign capital to the Kaliningrad region;

3.   Stresses that initiatives to develop and strengthen civil society need to be encouraged by establishing relations with civil society actors in the European Union, in order to create a democratic culture at grassroots level;

4.   Emphasizes that corruption and lack of social and economic development endangers the establishment of democracy and the rule of law;

5.   Appreciates the traditional role of the Council of Europe in furthering democracy and the rule of law;

6.   Calls for extension to the Russian Federation of the existing TEMPUS international university co-operation network to the Kaliningrad region, to integrate Kaliningrad into EU-related education programmes, and to include the Kaliningrad region in the Tempus Institution Building projects focusing on the development of administrative and institutional structures, in particular to promote democracy and the rule of law;

7.   Urges that in the context of the Northern Dimension attention should be paid to reinforcing the judiciary and the police in the fight against international crime;

8.   Stresses that the difficulties at the border of Lithuania-Poland-Kaliningrad are caused by inadequate and inefficient administration and by over-complicated procedures;

9.   Calls upon the Commission to develop a flexible visa regime for the Kaliningrad region in the framework of Schengen for the inhabitants of the border areas, and to envisage specific measures for small border crossings and the distribution of long-term visas with multiple entry possibilities; welcomes the establishment of a Euro-consulate in Kaliningrad in order to improve and facilitate the distribution of visas to enter the EU after the eastern enlargement of the EU and to coordinate the execution of EU policy;

10.   Emphasises that visa requirements have to be effective to stop organised crime, reduce illegal immigration and illegal cross-border trading;

11.   Urges the Commission to examine to what extent multilateral EU-Russia border patrols along the eastern external border can be developed;

12.   Invites the Commission to collaborate with the Russian authorities to adjust the legislation in effect in the Kaliningrad Oblast in order to improve the prosecution of criminals and to adjust the level of punishment in the fight against illegal migration and trafficking in human beings;

Source: http://www2.europarl.eu.int/omk/OM- Europarl?PROG= REPORT&L=EN&PUBREF =-//EP//TEXT+REPORT+A5-2002-0156 +0+ DOC+SGML+V0//EN&LEVEL=3&NAV=S

Document 32

EU-Russia Summit and Hoff Report on Kaliningrad

Speech by The Rt Hon Chris Patten, CH

European Parliament - Plenary session

Strasbourg, 14 May 2002 - SPEECH/02/201

(Excerpts)

I would like to focus first on the wider issue of the EU-Russia Summit in Moscow on 29 May. 

The Moscow Summit will mark the culmination of an intense schedule of high-level EU-Russia meetings during the last two months and comes at a historic moment in Russia's relations with the West. Yesterday's news on the agreement with the US on strategic arms reductions is particularly welcome. We also look forward to cementing closer relations with NATO at the Russia-NATO Summit in Rome at the end of this month. 

In an EU context, we have recently had Ministerial meetings with the Troika and a Co-operation Council. Prime Minister Kassyanov held a very positive working lunch with the Commission during his visit to Brussels on 24 April. In addition, EU Ministers of Justice and Home Affairs held a first full(1) meeting with their Russian counterparts in Luxembourg on 25 April, covering Kaliningrad and other crucial issues such as co-operation against terrorism, organised crime and illegal immigration. 

Furthermore, a special Co-operation Committee is taking place in Kaliningrad this week precisely to discuss all Kaliningrad-related issues. And we continue to hold discussions on crisis management and conflict resolution on a monthly basis with the Russian Ambassador to the EU. 

But what about content? Is the intense programme of EU-Russia meetings making progress? My answer is yes, but slowly. There is still a lot that both we and Russia need do to become reliable strategic partners. But we can also welcome many changes that are taking place in Russia radically to reform the legal system, the economy, the military and the administration… 

..Allow me to turn now to the question of Kaliningrad which is rightly high on the Parliament's agenda, as shown by Ms Hoff's excellent report and the visit on the ground by the parliamentary delegation for Russia in April 2001. We will also take careful account of the opinion of the Committee on Citizens' Freedoms and Rights drafted by Mr. Oostlander. 

We share the Parliament's view that, as part of Russia, Kaliningrad is essentially a Russian responsibility. We also believe that EU enlargement is an opportunity from which Kaliningrad can greatly benefit, rather than a threat. 

The Commission has made huge efforts to work with Russia on Kaliningrad, addressing both the impact of enlargement and future development policy as part of a comprehensive approach. We have made clear our willingness to increase financial and technical help to deal with challenges faced by Kaliningrad, to facilitate co-operation between customs/immigration authorities in Russia, Lithuania and Poland, and to address movement of persons and transit issues by exploring the flexibility permitted by the Schengen acquis. 

Under excellent leadership from the Spanish Presidency, Member States have recently confirmed that we cannot derogate from the Schengen acquis, nor undermine enlargement negotiations themselves. Visa-free transit corridors are not acceptable to the candidate countries. I hope Russia will accept this and work with us to make border crossing, which is the real impediment to progress, quicker and easier. Efforts are needed from both sides since we need to agree on how to take forward some key issues before further assistance can be offered. In this context, we shall be looking for progress on a readmission agreement and improved co-operation on border management. We also hope Russia will make easier the establishment of consulates in Kaliningrad and in mainland Russia, and ensure that Kaliningraders are issued with passports that conform with international standards. 

We hope that the special meeting of the Co-operation Committee today in Kaliningrad can make further progress on these issues with a view to the Moscow Summit. 

Source: http://europa.eu.int/comm/external_relations/news/patten/ sp02_201.htm
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EU-Russia relations special meeting in Kaliningrad 
IP/02/721 - Brussels, 15th May 2002

(Excerpt)

Senior officials of the European Commission and Russia met on 15 May in Kaliningrad to discuss the implications of EU enlargement for Kaliningrad. The meeting of the Co-operation Committee was chaired by Catherine Day (Deputy Director General for External Relations of the European Commission). Maxim Medvedkov (Deputy Minister for Economic Development and Trade of Russia) and Governor Egorov of Kaliningrad headed the Russian delegation. The agenda covered a wide range of issues including visas, border control, organised crime and environmental pollution as well as questions of security of energy supply and transport and telecoms links. The outcome of the Co-operation Committee will serve as input for discussions on Kaliningrad at the EU-Russia Summit on 29 May in Moscow. 

The meeting 

EU-Russia relations are based on a Partnership and Co-operation Agreement, which provides for regular meetings of senior officials. These usually take place alternately in Brussels and Moscow. Following a decision to dedicate a special meeting of the Co-operation Committee to the impact of EU enlargement on Kaliningrad, it was decided to hold the meeting in Kaliningrad itself to underline the importance which both the EU and Russian authorities attach to this issue. In today's meeting, the EU underlined Russia's responsibility for Kaliningrad and its development. However, with approaching enlargement, the EU recognised the unique situation of Kaliningrad, as well as the particular challenges and opportunities that will arise for the enclave. The EU stressed its comprehensive approach to Kaliningrad and its willingness to discuss all issues in an open and constructive manner. It also highlighted the important financial support the EU is providing to help improve conditions in Kaliningrad and its willingness to continue to provide funding and expertise in the coming years. 

EU Assistance to Kaliningrad 

The EU has already committed over €40 million of assistance to Kaliningrad (to the end of 2003). In the meeting in Kaliningrad, the EU outlined a package of measures to help the enclave. This includes: 

1) assistance with border control and customs infrastructure to ease visa-issuance and movement of goods; 

2) work with Russia to boost economic recovery in Kaliningrad and halt the growing wealth gap between the region and neighbouring candidate countries; 

3) co-operation on tackling transnational questions, notably combating crime, pollution and communicable diseases (Kaliningrad is an HIV hot-spot and tuberculosis levels are a significant concern). 

Movement of people after enlargement 

EU Member States have recently confirmed that, after enlargement, EU legislation will require Russians (and other third country nationals) transiting EU territory by land between Kaliningrad and the rest of Russia to have a valid international passport and visa. Russian proposals for special 'transit corridors' without visas are not acceptable, either for the EU or the candidate countries. Practical co-operation between EU and Russian authorities at the border will thus be even more necessary in future, including on issues like combating cross border crime and illegal immigration. The EU has requested Russia to facilitate this co-operation by concluding a readmission agreement. The EU has proposed to contribute substantial funds for infrastructure improvement at border crossings and improved border control. This would significantly shorten the current 5-hour waiting period to cross the Russian border. The EU stressed that bona fide persons should be able to cross the border as easily as possible and invited Russia to permit the opening of consulates in Kaliningrad, issue passports to her citizens, as well as to rapidly ratify the border agreement with Lithuania. 

Source: http://europa.eu.int/comm/external_relations/north_dim/news/ ip02_721.htm
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PRIVATE
Ninth EU-Russia Summit
Moscow, 29 May 2002
Joint Statement

by V.V. Putin, President of the Russian Federation, J.M. Aznar, President of the European Council, assisted by J. Solana, Secretary-General of the EU Council/High Representative for Common Foreign and Security Policy of the EU, and R. Prodi, President of the Commission of the European Communities

Taking into account the legal and practical consequences of EU enlargement, Russia and the EU agreed to continue joint work with a view to reaching mutually acceptable solutions for the Kaliningrad region. This will be of key importance for the development of a strategic partnership between the Russian Federation and the European Union and for strengthening the atmosphere of good-neighbourliness and mutual understanding. 

Source: http://europa.eu.int/comm/external_relations/russia/summit_ 05_02/state.htm
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Russia - Kaliningrad - Council Conclusions

General Affairs & External Relations Council, 30 September 2002

The Council welcomed the Communication on Kaliningrad transit presented by the Commission on 18 September 2002 in response to the request by the Seville European Council.

In view of the importance of the strategic partnership between EU and Russia, the EU is ready to make a special effort to accommodate the concerns, which Russia has raised about the future transit of persons between Kaliningrad oblast and the rest of Russia. To this end the EU will apply the Schengen regime with flexibility.

The EU will support Russian efforts to promote the economic development of Kaliningrad Oblast and to strengthen cross-border co-operation along the borders to Russia, including measures to improve border management and border infrastructure in order to facilitate the passage of borders for legal purposes.

The Council underlined the need to find a solution to the transit of persons and goods to and from Kaliningrad on the basis of the following principles, keeping in mind the conclusions of the European Council in Seville:

· to ensure that the EU and its current and future Member States retain their sovereign right to ensure the security and safety of all current and future EU citizens by controlling their borders and the movement of people and goods on their territory

· to avoid taking any steps which might hinder the success of the enlargement process. This includes safeguarding the integrity of the acquis the EU has required the candidates to adopt, and ensuring that no obstacle to the lifting of internal border controls is created by any "solution" for Kaliningrad

· to address Russian concerns in a manner consistent with the enlargement process and the political aim of creating a strategic partnership and enhancing co-operation, not least on issues related to border management

The Council confirmed the continued relevance of its common position of 13 May 2002.

The Council discussed the Communication from the Commission and agreed that it should provide the basis for discussions with Russia to be undertaken by the Presidency and the Commission, as part of a mutually acceptable global package, in close consultation with the candidate countries, and emphasized the following elements:

· A facilitated transit document (FTD) would be introduced on condition of Russian co-operation in the facilitation of the scheme. The document would be valid for direct transit from one third country to another part of the same country, for a limited period of time (e.g. 24-36 hours). Technical work on the introduction of FTDs should start as soon as possible. The EU will be ready to discuss with the relevant candidate countries the situation until the FTD will be implemented.  

· With regard to visa free non-stop trains the Presidency and the Commission will discuss with Lithuanian authorities the issue of a feasibility study. A decision could only be taken by the enlarged EU on the basis of a thorough evaluation of the political and legal aspects and once the technical obstacles have been overcome.

· Legal guarantees should be part of the Accession Treaty to the effect that any development of the Schengen acquis to take account of the specific situation of Kaliningrad would not, in itself, delay or prevent the full participation of Lithuania in the Schengen regime, including the lifting of internal border controls.

· The EU would provide assistance to Lithuania for additional costs of the implementation of the measures in a Kaliningrad "package".

· For a solution to be reached, Russia needs to cooperate on a number of measures inter alia on the expansion and opening of consular offices. An obligation for readmission for persons covered by the above would be an integral part of a solution. The general question of an early conclusion of a readmission agreement with Russia will be pursued.

· On movement of goods, the customs transit regime, which will apply after enlargement, ensuring the free movement of goods between Russia and Kaliningrad across the Community without customs duties, is apt and existing Conventions/procedures offer appropriate flexibility in terms of formalities.

The Council agreed that the Russian proposal to open discussions on defining the necessary conditions for the eventual establishment of a visa-free regime is separate from the discussions on Kaliningrad, and will be considered as a long term issue.

In light of contacts with the Russian side, the Council will revert to the matter at its meeting on 21 - 22 October 2002.


Source: http://europa.eu.int/comm/external_relations/russia/intro/gac. htm#ru230204

Document 36

Joint Statement on transit between the Kaliningrad Region 

and the rest of the Russian Federation

EU-Russia Summit

Brussels, 11 November 2002

1. The parties acknowledge the unique situation of the Kaliningrad Region as part of the Russian Federation but separated from the rest of the Federation by other states. With the aim of further developing the strategic partnership between EU and Russia, the parties therefore agree to make a special effort to accommodate the concerns on both sides related to the future transit of persons and goods between the Kaliningrad Region and other parts of Russia, and to intensify their cooperation to promote the social and economic development of the region as a whole.

2. The Russian Federation and the European Union note that from 1 January 2003 the Republic of Lithuania will, according to its agreement with the EU, implement national regulations for border control. The parties understand that these rules shall be applied in a flexible manner in order not to disrupt the traditional flow of transit passengers by rail. The parties recognise that the transit regime will not infringe upon the sovereign right of the Republic of Lithuania to exercise the necessary controls and to refuse entry into its territory.

3. On the economic and social development of the oblast, the parties agree to implement a comprehensive package of measures in order to ensure easy passage of borders for legal purposes with a view to facilitate human contacts and promote the development of the Kaliningrad Region. In this context, the EU will continue to support technically and financially Russian efforts to promote the economic development of the Kaliningrad Region and to strengthen cross-border co-operation along the borders of the enlarged EU with Russia, including measures to improve border management and border infrastructure. The parties note that development of the Kaliningrad Region is important for the overall development of the Baltic Sea area.

4. The parties agree that any further talks on the implementation of this understanding should proceed in the framework of the EU/Russia Partnership and Cooperation Agreement.

Arrangements for the transit of persons and goods

5. The European Union will introduce the necessary legislation to establish by 1 July 2003 a Facilitated Transit Document (FTD) scheme to apply for the transit of Russian citizens only between Kaliningrad and other parts of Russia by land. The FTD will be valid for direct transit by land from one third country to the same third country within a limited period of time and will be issued free of charge or at a very low cost.

6. The FTD scheme will allow for two types of FTD to be issued to Russian citizens. For multiple entry direct transit via all forms of transport by land to and from Kaliningrad, an FTD would be obtainable on the basis of an application to a Lithuanian consulate, and subject to necessary checks and controls.

7. In addition, for those Russian citizens intending to make single return trips by train through the territory of the Republic of Lithuania, a Facilitated Rail Travel Document (FRTD) would be obtainable on the basis of personal data submitted at the time of ticket purchase. This information would be forwarded in electronic, or any other agreed, form within time limits also to be agreed by the parties. Tickets would not be issued by the Russian authorities to those Russian citizens where the Republic of Lithuania had objections to their transit via Lithuanian territory. An FRTD would then be delivered by the competent Lithuanian authorities to the passenger at, or before, the Lithuanian border once the Republic of Lithuania had checked that the travel documentation carried by the passenger was in order. Bearers of an FRTD would not alight in Lithuania and the duration for each transit would be limited in time. The EU will provide assistance to Lithuania for any additional costs of this scheme.

8. The parties noted that the Republic of Lithuania has agreed to accept Russian internal passports as a basis for issuing both types of FTD until 31 December 2004. Thereafter, an FTD or FRTD would only be valid when accompanied by passport valid for international travel.

9. The European Union and the Russian Federation have agreed that they will begin work immediately, in cooperation with the relevant candidate countries, on the technical implementation of the FTD scheme with the goal of ensuring that the conditions are in place for the scheme to begin operation on 1 July 2003. The Russian Federation took note of the European Union’s intention to review the operation of the FTD scheme no later than 2005.

10. The EU has taken note of the Russian proposal for visa free transit by high speed non-stop train. A decision to launch a feasibility study in 2003 by independent consultants will be taken by the EU with the agreement of Lithuania when there is agreement on the Terms of Reference for the study. The Commission will as soon as possible after the meeting of the European Council in Copenhagen initiate the process of developing Terms of Reference to be worked out by the Commission in cooperation with Lithuania. The recommendations of the feasibility study must be in accordance with the Schengen acquis. The feasibility study should be completed as soon as possible.

The Russian Federation takes note that a decision on the high speed non-stop train option could only be taken after Lithuania’s accession to the EU, on the basis of a thorough evaluation of the political and legal aspects and once the technical obstacles have been overcome.

11. The Russian Federation confirmed its intention to conclude an intergovernmental readmission agreement with the Republic of Lithuania covering persons of all nationalities. Negotiations on this agreement shall start as early as possible and should be in place no later than 30 June 2003. From 2002, the Russian Federation and the European Union agree to launch negotiations for a bilateral readmission agreement.

12. The EU, the relevant candidate countries and Russia will co-operate on measures inter alia to expand consular offices and open new ones on each other’s territories.

Russia will:

· approve before the end of 2002 the expansion of the Lithuanian Consulate General in Kaliningrad and the opening of a new consulate in Sovetsk. 

· favourably consider requests to open consulates in the Kaliningrad Region from other EU and candidate countries. 

13. The European Union notes the Russian Federations intention to continue to make best endeavours with regard to speeding up the issuance of passports valid for international travel to its citizens.

14. The European Union and the Russian Federation agree that all of the above mentioned provisions are mutually complementary and are considered as a single package.

15. The Russian Federation and the European Union agree to continue discussions within the PCA framework on the appropriate technical modalities for the transit of goods.

Source: http//europa.eu.int/comm/external_relations/russia/summit_ 11_02/ js_kalin.htm
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Signature of EUR12 million financing memorandum for Kaliningrad transit 
IP/03/301 - Brussels, 28th February 2003

Today in Vilnius a Financing Memorandum, was signed by Minister of Finance Dalia Grybauskaite and Head of the European Commission Delegation Michael Graham, providing Lithuania 12 MEUR financial support for implementing the new system of facilitated transit procedures of Russian citizens through Lithuania to and from Kaliningrad Region. The Financing Memorandum will deliver on the Community's pledge to cover the additional costs to Lithuania of fulfilling the provisions of the Schengen Acquis and the EU-Russia Joint Statement of November 2002.

As an exception to the usual PHARE rules, the Community will finance 100% of the project. The project itself aims to guarantee proper control of transit of passengers between Kaliningrad and other parts of Russia through the introduction of a Facilitated Rail Transit Documents/Facilitated Transit Documents scheme (FRTD/FTD). The amount allocated under the project has to be contracted by the end of the year 2003 and disbursed by the end of April 2006. 

The project purpose is to make the FRTD/FTD system operational by the 1 July 2003 by 

· making sure the FRTD/FTD documents are issued smoothly; 

· improving border security at Kena and Kybartai border crossing points, where transit trains enter and leave the territory of Lithuania; and 

· ensuring effective control of transit trains in the territory of Lithuania in order to prevent any unauthorised disembarkation and/or illegal unloading or dropping of goods during transit. 

The project represents a milestone in the follow-up to the EU-Russia Joint Statement of November 2002 and demonstrates that the European Commission swiftly implements the EU side of the commitments taken at that time. 

Background: 

Following the Seville European Council's invitation to the Commission to "submit, in time for its Brussels meeting, an additional study on the possibilities for an effective and flexible solution of the transit of persons and goods to and from Kaliningrad oblast, in compliance with the acquis and in agreement with the candidate countries concerned", the Commission adopted a Communication on Kaliningrad transit on 18 September. The General Affairs and External Relations Council, in their conclusions of 30 September and 21 October, confirmed by the Brussels European Council on 30 October endorsed the Communication and the introduction of a Facilitated Transit Document (FTD) and Facilitated Rail Transit (FRTD) scheme for Russian citizens wishing to travel to and from the Kaliningrad region by land.


Source: http://europa.eu.int/comm/external_relations/north_dim/news/ ip03_301.htm
Document 38

Sixth Meeting of the Cooperation Council between the European Union and Russia

Luxembourg, 15 April 2003

Concerning Kaliningrad, the Cooperation Council welcomed the adoption by the EU Council of the necessary legislation regarding Facilitated Transit Document (FTD) and Facilitated Rail Transit Document (FRTD). It recalled that the scheme must be in place by 1st July 2003. The EU stressed the importance of a rapid ratification of the Russia/Lithuania border agreement and the conclusion of a Russia/Lithuania readmission agreement.


Source: http://europa.eu.int/comm/external_relations/russia/intro/ cc150403.htm
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National Indicative Programme. Russian Federation. 2004-2006
Commission of the European Communities, Brussels, 21 May 2003

Economic and social development of the Kaliningrad oblast

At the occasion of the 10th EU-RF summit on 11 November 2002, the parties agreed to implement a comprehensive package of measures in order to ensure easy passage of borders for legal purposes with a view to facilitate human contacts and promote the development of the Kaliningrad Region. In this context, the EU will continue to support technically and financially Russian efforts to promote the economic development of the Kaliningrad Region and to strengthen cross-border co-operation along the borders of the enlarged EU with Russia, including measures to improve border management and border infrastructure. The parties noted that development of the Kaliningrad Region is important for the overall development of the Baltic Sea area.


The present NIP foresees allocating € 25 million to support the economic and social development of the oblast, in line with Russia’s plans for the region.

Special Programme for the Kaliningrad Oblast

BACKGROUND AND JUSTIFICATION

Although the Kaliningrad political agenda has been recently dominated by the question of transit between the enclave and mainland Russia, the core challenge for the region is to reverse its economic decline and to reduce, instead of widening, the welfare gap with its neighbours.

However, the region does not appear to have many comparative advantages with respect to its neighbours and suffers from inherent handicaps:

· an unfavourable geographical location, too far from the mainland Russia to serve as a convenient massive entry to the markets of the rest of Russia;

· limited natural resources except for amber and some crude oil;

· a limited local market which hampers economies of scale for local enterprises;

· dependence of the region on external power supply, as well as on imports of raw materials and food.

The present economic scheme of the region is centred on a set of specific support measures, which aim to compensate for these deficiencies:

· a free trade zone introduced in the Kaliningrad region as a statutory law on Special Economic Zone (SEZ);

· local energy prices far below the world level;

· local cargo tariffs subsidised from the local branch of the Ministry of Transports.

These support measures lead to serious shifts and distortions in the industrial structure of the region and provide strong incentives for specialising in import servicing and for acting as an import intermediary on a massive scale. Moreover, subsidised energy prices are blocking any energy saving measures. This economic concept provides no sound basis for long-term sustainable and stable growth, but encourages tax evasion and grey economy activities. Moreover, the observed level of grey economy includes a significant share of illegal activities. All these factors constitute fundamental faults in the investment potential of the region.

Requirements for Russia’s accession to WTO and the expected evolution of the economic landscape after EU enlargement will question the sustainability of the SEZ system and force a decisive re-orientation on export industry development.

Reorientation of the Kaliningrad economy calls for drastic changes in order to revert current trends. Long term measures are necessary in order:

· to reform economic governance and improve the business climate in order to correct fundamental shortcomings in investment attractiveness;

· to develop human capital in the region, developing the intellectual component of the region and improving the state of health of local population;

· to upgrade existing infrastructures for cross-border transport by air and land in order to facilitate communications with both neighbouring countries and mainland Russia;

· to upgrade existing infrastructure within the water and wastewater sector;

· to help strengthening the competitiveness of regional enterprises;

· to promote cross-border activities with neighbouring countries, including cultural exchange and people-to-people contacts;

· to step up joint fight against organised crime with neighbouring states.

At the occasion of the tenth EU-RF summit on 11 November 2002, the parties agreed to implement a comprehensive package of measures in order to ensure easy passage of borders for legal purposes. In this context, the EU will continue to support technically and financially Russian efforts to promote the economic development of the Kaliningrad region and to strengthen cross-border co-operation along the borders of the enlarged EU with Russia.

For this purpose, and as a complement to the National Programme for Russia and to other relevant TACIS components (Cross-Border Co-operation, Co-operation in the Baltic Sea Regional Programme, Northern Dimension Environment Programme (NDEP)), an additional € 25 million is earmarked to support the economic and social development of Kaliningrad, in line with Russia’s plans for the region.

General orientations for this special programme are given below. The subsequent action programmes are expected to support the Russian Federal Task Programme (FTP) for Kaliningrad, and to be developed in synergy with the programmes of other donors, in particular International Financing Organisations. This special programme focuses on administrative capacity building, health and education, and contributes to fostering cooperation across borders.

It should be stressed that a number of other issues, relevant for the Kaliningrad region but not explicitly mentioned in the special programme, are widely covered in other chapters of the National Indicative Programme and other TACIS components:

· development of transport infrastructures: the NIP chapter 2.4 foresees effective planning studies to help leveraging investment capital;

· energy use and energy efficiency: addressed in the NIP chapter 2.3 (Energy dialogue) and 3.4 (support for planning and designing municipal infrastructural development programmes in co-operation with relevant IFIs active in this sector);

· environment: the NDEP is the main vehicle for environmental investments in Kaliningrad and the TACIS Joint Environmental Programme helps preparing environmental investments with the IFIs in this context;

· support to trade facilitation measures with special reference to customs: addressed in the NIP chapter 2.1;

· fight against organised crime and money laundering: addressed in the NIP chapters 1.3 and 2.2;

· supporting the development of co-operation and policies to facilitate the region’s transformation to the Information Society: addressed in the NIP chapter 2.3.

OBJECTIVES

a. To develop the administrative capacity of the region, with particular emphasis on improvement of overall conditions for business development;

b. To improve the quality of primary and preventive health care services;

c. To promote the intellectual potential of the region;

d. To induce a positive co-operation culture across the borders.

ORIENTATIONS FOR PROGRAMME DEVELOPMENT

a) Administrative capacity building
· Policy, legal and training support to the regional authorities to improve the institutional and legislative framework of the economic activity in the region, thus resulting in lowered administrative barriers for entrepreneurial activity, e.g. simplified registration and permission procedures, better regulation of bankruptcy, fiscal framework, etc;

· Support to the reform of regional financial system to improve regional budget transparency and help to develop the concept of relations between regional and central budgets. This reform constitutes a major priority for the RF Government, which is already supported through an IBRD loan;

· Support to the creation or improvement of business support services to companies and their access to information about the opportunities of the enlarged European market;

· Support in developing local competence in Information Technology and to the development of databases and associated software systems to facilitate crossborder and transit movements of people and goods. Special attention would be given to customs documentation and processes, electronic logistical systems, integration of multi-modal transport systems and documentation, traffic monitoring and so forth.

b) Health
· Support to healthcare in dealing with TB, HIV/AIDS and children’s health. Provision of specific foreign medical equipment for diagnostic and treatment purposes should be foreseen, as well as related training for operating the equipment effectively.

· Support to the introduction of General Practitioner (GP) based medicine and to assist in the restructuring of local preventative health care services to prevent the spread of drug addiction and communicable diseases such as TB, HIV/AIDS.

c) Education
· To establish a regional mechanism for the assessment of labour market needs and to develop active labour market policies.

· In the context of the resulting assessment of labour market needs, and linked to future economic development strategies in the region, to establish targeted training and re-training programmes for non-academic staff from public and private institutions who may play key roles in the transition process.

d) Cross-border co-operation
· To promote integration at the regional and local levels through the TACIS Cross-Border Co-operation Small Project Facility, in synergy with the Phare CBC and Interreg programmes in Poland and Lithuania. The programme is expected to result in joint ventures across the border, involving regional and local authorities, the business community and non-governmental organisations.

BUDGET ENVELOPPE

	PRIORITY AREAS
	Budget 

(€ millions)

	1. Support for institutional, legal and administrative reform
	122

	· Administrative reform 
· Judicial reform
· Fight against organised crime and terrorism
· Migration issues
· Support for the civil society
	30

32

20

20

20

	2. Support to the private sector and assistance for economic development
	120

	· Support to the integration of Russia into the international economy

· Reform of financial sector

· Support to policy dialogue in specific domains

· Support to infrastructure master planning
	45

30

30

15

	3. Support for addressing the social consequences of transition
	125

	· Social and health sector reform

· Labour policy and social dialogue

· Education

· Municipal services
	25

20

45

35

	Special Programme for Kaliningrad Oblast
	25

	Total
	392


INDICATIVE ALLOCATIONS FOR THE SMALL PROJECTS PROGRAMMES CONTRIBUTIONG TO THE ABOVE-REFERED PRIORITY AREAS

	SMALL PROJECTS PROGRAMMES
	93

	· Policy Advice Programme (PAP)

· Institution Building Partnership Programme (IBPP)

· Trans-European co-operation scheme for higher education (TEMPUS)

· Cross-Border Co-operation Programme, Small Projects Facility (CBC-SPF), as part of the Special Programme for Kaliningrad Oblast.

· Bistro programme
	25

30

30

5

3


Source: http://europa.eu.int/comm/external_relations/russia/csp/04-06_en.pdf
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The EU and Russia: Ever Closer Partners in a Wider Europe
European Commission, Brussels, May 2003

Kaliningrad and EU enlargement: a border, not a barrier

In view of its geographical position, Kaliningrad is clearly of exceptional importance in the context of the forthcoming enlargement of the EU. It is the EU's explicit intention to ensure that borders do not become barriers. This is why the EU has adopted a unique arrangement within the framework of the Schengen regime, which takes into account Kaliningrad’s particular circumstances with a view to maximum flexibility for the movement of people across borders.

At the EU-Russia Summit of November 2002 in Brussels, a mutually satisfactory solution was reached on the issue of Russian citizens’ transit by land between the Kaliningrad region and the rest of Russia in the run-up to Lithuania’s accession to the EU. Russian citizens travelling to and from Kaliningrad can obtain either a document allowing them multi-entry transit through Lithuanian territory (Facilitated Transit Document, FTD) or a single transit document, if making a single return trip by rail (Facilitated Rail Transit Document, FRTD). These documents are to be issued promptly and made available at no or very low cost (€ 5 for the FTD; no charge for the FRTD). The EU has already adopted the relevant amendments to EU rules within the Schengen context for this unique arrangement. Meanwhile, Lithuania and Russia are speeding up efforts to ensure that all legal and practical arrangements are in place to enable the successful implementation

of the FTD/FRTD scheme by 1 July 2003.

EU provides priority assistance to Kaliningrad oblast

Kaliningrad is part of the Russian Federation and responsibility for its future development lies with the Russian authorities. However, in view of the present EU enlargement and in the context of its Northern Dimension policy for the development and integration of the Baltic region, the European Union has a firm commitment to assisting the development of Kaliningrad oblast. The European Commission has, therefore, been developing an active assistance programme in the area for more than ten years. Since 1991, the European Union has made a large financial commitment to Kaliningrad, providing roughly € 40 million directly under various sub-allocations of the Tacis Programme. 

EU support through the Tacis Programme has focused on a number of key sectors:

● Private Sector – In order to support Kaliningrad’s efforts towards the improvement of its business environment and economic development, the EU has focused its assistance on enterprise restructuring, human resource development, promotion of innovative Small and Medium-sized Enterprises, and support for the energy sector.

● Cross Border Cooperation – Considering the geographic location of Kaliningrad, cross border cooperation and trade/transit facilitation is of particular importance. A number of projects are being implemented aimed at improving movement of goods and persons through the development of infrastructure, including port facilities, modernisation of border procedures, and training of personnel of enforcement agencies. The EU provides priority funding to several border crossings between Kaliningrad, Poland and Lithuania.

● The Environment sector support includes environmental monitoring and management aimed at improving water quality on the borders with Lithuania and Poland, and waste management in Kaliningrad’s coastal zone, designed to alleviate the impact of waste generation.

● Health and Education – The EU supports several initiatives at the local level and in the non-governmental sector to help reform health care delivery systems and to deal with HIV. The EU has also supported NGOs in the social sector, focusing in particular on the social re-integration of former military staff and their families. Under its “Tempus” programme for higher education, the EU has encouraged cooperation between Kaliningrad and EU universities.

The EU will continue to pay particular attention to Kaliningrad oblast, both in the context of its initiatives in the Baltic Sea region, and with regards to enlargement. Thus, in the future, the oblast will also receive priority funding under the Tacis Programme.

In this context, the European Commission, in synergy with other donors, launched in March 2003 a Special Programme of € 25 million to support the Russian Federal Task Programme (FTP) for Kaliningrad. This Special Programme is focused on:

● Developing the administrative capacity of the region;

● Improving primary and preventive health care services;

● Promoting the intellectual potential of the region in line with the needs of the labour market;

● Fostering a positive culture of cooperation across borders by supporting joint projects between Kaliningrad, Poland and Lithuania.
Source: http://www.eur.ru/en/images/iText_pict/8/info_pack_eng.pdf
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Commission of the European Communities

The Second Northern Dimension Action Plan, 2004-06

Brussels, 10.6.2003

COM(2003) 343 final

1.1. Cross-Cutting Themes: Kaliningrad and the Arctic Region

As noted above, Kaliningrad and the Arctic region represent two prominent examples of specific regions with specific needs. To ensure a comprehensive attention to these needs, they have been treated here as cross-cutting issues, main-streamed within each key priority of the Action Plan.

1.1.1. Kaliningrad

The responsibility for the development of the Kaliningrad Oblast of Russia lies of course with the Russian Federation. Given its particular geographic situation as a Russian exclave surrounded by the European Union it is however particularly important to enhance dialogue and cooperation between Kaliningrad and neighbouring Northern Dimension partners.

All five priority sectors covered in the present Action Plan have particular relevance for Kaliningrad. Whether in the economic, human resource, environment, cross-border or JHA fields, Northern Dimension activities will be important in allowing Kaliningrad to take full advantage of the opportunities created by EU enlargement.

In the economic field, particular attention will be given to building an enhanced framework for trade and investment, supporting administrative reform, promoting business-to-business links and SMEs development, and ensuring smooth border management; the security of energy supply and the further development of regional transport networks will likewise be emphasised.

Attention will also be given to support for human resource development, including vocational and business education, educational exchanges and other joint projects in the field of education, research, culture and youth, as well as joint work to combat threats to public health.

Environmental concerns will be addressed, with a view to resolving existing problems (especially water and soil pollution, urban wastes and chemicals), as well as helping ensure the sustainable development of the region in future. The NDEP Support Fund, as well as financial support provided by international financial institutions and other Northern Dimension partners on a bilateral basis, can help address such challenges.

Cross-border cooperation, focusing on Kaliningrad and the neighbouring regions of the EU, will have a particular importance in the economic, social and environmental fields, as well as in promoting people-to-people contacts at the local level.

Joint efforts to combat organised crime, smuggling, illegal migration and trafficking in human beings will help ensure mutual security and the respect of law for the benefit of all. 

The European Commission has already made a special effort in many of these areas, and will continue and strengthen these efforts during the life of the new Action Plan. As an example, the Tacis Indicative Programme for Russia for the period 2004-06 includes a special package for Kaliningrad, costed at some €25 m over these three years and focusing in particular on sectors such as administrative reform and business development, public health, education, and cross-border cooperation. This is in addition to broader efforts being carried out through the Tacis Russian national programme, and through the NDEP, which are also of benefit to Kaliningrad.

Source: http://europa.eu.int/comm/external_relations/north_dim/ ndap/com03_343.pdf
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3.5.2. Kaliningrad

After negotiations between the EU, Russia, and Lithuania, a new system of legal transit between Kaliningrad and the Russian mainland was established on 1 July 2003. Practical implementation has been working well and the number of transit passengers quickly resumed to its previous level. As part of this solution, it was agreed that negotiations between the EU and Russia concerning readmission should be intensified. There is also an agreement to step-up cooperation on border management and on other related JHA-issues.

A Tacis Project on combating organised crime in Kaliningrad has been offered to Russia in order to foster cross-border co-operation between the neighbouring accession countries and the relevant authorities in the Kaliningrad in the area of Justice and Home Affairs. This project will promote a multidisciplinary approach to combating organised crime, emphasising co-operation between all different law enforcement agencies (police, customs and border guards).

Source: http://europa.eu.int/comm/external_relations/north_dim/gac. htm#nd23020
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Joint Statement on EU Enlargement and EU-Russia Relations
Brussels, 27 April 2004
…We confirm our intention to complete the procedures to introduce new veterinary certificates for exports of products of animal origin from the EU to Russia in the nearest future and to continue negotiations on a veterinary cooperation agreement, which will facilitate trade in goods of animal origin between Russia and the enlarged EU. Both sides commit themselves to address outstanding issues with regard to the ongoing EU authorisation process for import of Russian products and the certification requirements for EU exports of animal products to Russia. We reaffirm our commitment to avoid any unnecessary disruption of trade in these products. We also settled the specific situation of the transit of animal products to and from Kaliningrad…
…We recall the Joint Statement of the EU and the Russian Federation on Transit between the Kaliningrad Region and the rest of the Russian Federation of 11 November 2002 which acknowledges the unique situation of the Kaliningrad region, a part of the Russian Federation separated from the rest of the territory of Russia, and take note of its implementation. In this regard, we welcome the smooth introduction and running of the FTD/FRTD scheme on transit of persons. 

We also:

· Confirm that, on the basis of Article 12 of the PCA and Article V GATT, we will effectively implement the principle of freedom of transit of goods, including energy between Kaliningrad region and the rest of Russia. In particular, we confirm that there shall be freedom of such transit, and that the goods in such transit shall not be subject to unnecessary delays or restrictions and shall be exempt from customs duties and transit duties or other charges related to transit, except charges for transportation or those commensurate with administrative expenses entailed by transit or with the costs of services rendered and that treatment no less favourable than that which would have been accorded to such goods had they been transported without transiting through the EU territory shall be accorded to goods in transit to and from Kaliningrad region, as it has to be in general for all trade in goods between the EU and Russia…

· Welcome the customs arrangement of 17-18 December 2003 with respect to the implementation of an easy and simple customs procedure for the transit of goods to and from Kaliningrad by road and rail across EU territory. We take note that due to the simplified administrative procedures administrative costs for customs transit will be lower on 1 May 2004 than before EU enlargement and in any case shall be in line with GATT principles of proportionality and cost-relatedness. 

· Underline that this arrangement can be considered as a starting point and that the experience acquired in that context will be of importance in the perspective of fulfilling the aims of Article 78 of the PCA, including inter alia the further facilitation of trade and transit. We hereby confirm our commitment to conclude, as soon as both sides are ready from a legal and practical point of view, a further agreement on the interconnection of the EU and Russian customs transit regimes, also applicable to the transit of goods to and from Kaliningrad, based on the above mentioned principles.

· Recall that no customs transit formalities, including guarantees, are required for movements of goods through pipelines and that electricity is not subject to customs transit under EC law including in respect of transit between the Kaliningrad region and the rest of Russia…

· In the context of the creation of the EU/Russia Common Spaces, we undertake to continue work to facilitate trade and to support the social and economic development of Kaliningrad region.

· Confirm our readiness to continue to exchange information on changes made to our respective legislation, including that on customs, affecting trade in goods and to address issues related to the transit regime within the PCA structures.

· Look forward to the final report of the study on the feasibility of a high-speed train connection to Kaliningrad by mid-July 2004…

Source: 
js_elarg_" 

http://europa.eu.int/comm/external_relations/russia/russia_docs/

js_elarg_
270404.htm

It is suggested that the EU and Russia examine the trade impact of enlargement on Kaliningrad, in the trade and industry sub committee of the PCA. If particular problems are identified, the sub committee can be asked to recommend ways of dealing with them. This assessment should be carried out in the first half of 2001.





The EU, Russia, Poland and Lithuania should discuss the functional management of border crossings, starting with the main road and rail crossings, particularly those linking the region to the Pan-European Transport Corridors I (via/rail Hanseatica) and IX (middle section). Discussions should include customs, border guard, phytosanitary, veterinary and health aspects. They could be held in working groups, with Russia under the relevant PCA Sub-committees and with Lithuania and Poland within the framework of the Europe Agreement. Discussions should encourage ratification of pending agreements on border demarcation and on crossing points, and should aim at agreeing a multi-annual approach to upgrading facilities to be implemented by the relevant national authorities. They should include advice on the optimal use of funding from all sources.








It is suggested that the output of this study be discussed with the IFIs and the Russian and neighbouring authorities, with a view to securing funding for priority projects.





Without pre-empting the future choices to be made, it is suggested that a TACIS study on energy needs, energy potential and possible scenarios should be undertaken, to assess, interalia, the feasibility of electricity generation in Kaliningrad, alternative electricity supply and electricity exchange solutions. The question of new gas pipeline projects in the Baltic region, as well as related transit issues should also be included in the study, which will require close co-operation between the EU, Lithuania, Russia, (including Kaliningrad) and the IFIs.





Without pre-empting the accession negotiations with Poland or Lithuania, it is suggested that practical measures to conduct proper and efficient border control be continued, facilitating the movement of persons and goods across the future external border. The use of liaison officers could be considered.


EU technical and financial assistance can contribute to the creation of a functioning border control system, including appropriate sufficiently fake-proof travel documents.


In the wider context of Community policies on visas and on external borders, the suitability of Community rules on small border traffic and transit for the specific situation of Kaliningrad could be assessed. The possibility to take advantage of any special arrangements permitted by the acquis should be looked into, using examples offered by existing arrangements, including in candidate countries.


The cost of passports (the responsibility of Russia) could also be examined, as well as the cost of visas (responsibility of current and future EU Member States), in the wider context of the Community policies. Both new and current Member States could consider opening consulates (or sharing facilities to reduce costs) in Kaliningrad, to facilitate visa issuance and manage migration flows efficiently.








It is suggested that the EU and Russia conclude a readmission agreement as soon as possible.


It is suggested that the EU should provide the administration and population of Kaliningrad and bordering regions with information on the way in which the future external border of the EU will function taking into account the need for fast and efficient border crossing for goods and people whilst preventing illegal activities.








It is suggested to review the EU-Kaliningrad fisheries relations in the light of the consequences of enlargement on fishing access and of future fisheries agreement between the EU and Russia.





In keeping with the Commission Enlargement Strategy Paper of November 2000, issues concerning Kaliningrad should be addressed in co-operation with Russia, Poland and Lithuania. It is suggested, once this paper has been discussed internally by the EU, that the EU-Russia Co-operation Council include Kaliningrad on its agenda and discuss how to take the various issues forward. This co-operation should be prepared with Russia by the Presidency and the Commission. Based on the outcome of these political and technical discussions, problems and possible solutions can be identified for consideration in the PCA bodies. It is also suggested that Kaliningrad be discussed at the EU–Russia Summit in May 2001. In parallel, the EU will continue to discuss the same issues with Lithuania and Poland within the fora established under the Europe Agreements. If necessary, meetings between all the parties can be arranged. In addition, to facilitate cross border co-operation, specific meetings may be called between interested partners so as to, inter alia, establish practical arrangements.
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