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Introduction®

It has become something of a cliché to argue that the break-up of the Soviet Union in
1991 resulted in dramatic changes in the unfolding of political space in the 1990s. Yet
this was especially true in the case of the then European Communifya(i)s

relations with the Soviet Union/Russian Federation. During the Cold War, the relations
between the EC and the USSR were practically non-existent. The ascension of Mikhail
Gorbachev and the period judrestroika andglasnost resulted, however, in a gradual
rapprochement between the two parties. The creation of these new ties was formalized in
the signing of a Trade and Cooperation Agreement (TCA) between the EC and the
USSR, which was, however, in effect signed with an already crumbling Soviet Union as

it took place as late as 21 December 1989.

After the dissolution of the Soviet Union in December 1991, the 1990s witnessed a rapid
development in EU-Russian relations. Indeed, the first part of the decade in particular can
be seen as a time of searching in order to find a proper framework for the relationship.
Consequently, the two parties have been busily engaged in the creation of a host of new
institutional and contractual structures ranging from the mutual Partnership and
Cooperation Agreement (1994) to their own approaches to the relationship (the EU’s
Common Strategy on Russia and Russia’s Mid-Term EU Strategy, 1999). These
endeavours have resulted in a structured dialogue between the parties, including the
annual Cooperation Council, the EU-Russia Summits organized twice a year between the
EU Troika and the Russian President, and continuous discussions between ministers and
civil servants and the members of the Commission. There are also regular exchanges

between the European Parliament (EP) and the Russian State Duma.

In addition to institutional ties, Russia and the European Union have been bound together
by a significant rise in trade and tourism. The financial and political crisis of August

1998 in Russia does, however, still affect the level and development of EU-Russian trade
and foreign direct investments (FDI). EU exports to Russia have patrticularly suffered

while Russia has been able to continue exporting its goods to the EU internal market.



Thisislargely due to the fact that the main bulk of Russian exports are gas, oil and other

raw materials of which there is a dire need in the European Union. As a consequence, the

EU is Russia’s most significant trading partner, accounting for 36.7 per cent of Russia’s
imports and 33.2 per cent of its export trade. In comparison, Russia’s share of the EU’s
external trade is considerably more modest, consisting of only 3.3 per cent of total

imports and 1.9 per cent of exports. The European Union is also Russia’s most significant
source of FDI although it, too, has suffered from the economic uncertainties in Russia.
The level of FDI peaked in 1997 at 1,723 million euro, but soon plummeted after August
1998 and stood at only 343 million euro in 1999.

There is, however, another side to the post-Cold War developments in EU-Russian
relations, as the changes have not only transformed the nature of ‘high politics’ between
Brussels and Moscow but have also had profound effects on the level of interregional
cooperation over the former East-West divide. Indeed, the first thing that has to be taken
into consideration when examining the European Union’s transboundary interregional
cooperation with Russia is the relative novelty of the phenomenon: during Soviet times,
transboundary links across the Iron Curtain were not only non-existent, they were also
strictly illegal® Viewed from this perspective, the development of interregional
cooperation between the European Union and Russia during the 1990s must be seen,
firstly, as still being in its early stages and thus largely experimental but also, secondly, as
a kind of significant new opening in post-Soviet Russia. Indeed, taken together with the
overall development of EU-Russian relations and keeping in mind the rise in tourism and
transboundary interregional cooperation, there has been a significant qualitative change
in the fabric of Russian society. Sergei Medvedev has argued that all levels of Russian
society (elites, regions, social groups and individuals) have already experienced a degree
of new openness that is practically impossible to reVieBse.the as yet unanswered

guestion still persists: Is there already a sufficient ‘critical mass’ to ensure that a reversal

to the old autocratic ways is truly impossible in Russia?

This paper seeks to examine the role of interregional cooperation in the EU-Russian

relationship. The focus of the analysis is placed on Northern Europe and Northwestern



Russia. Thisis due to three main reasons. First, the North is where the EU and Russia
share acommon border, an interface, which is due to grow even larger in the coming
years with the on-going EU enlargement. Second, post-Cold War Northern Europe has
been alaboratory of innovative thinking resulting in a dense network of often
overlapping regional arrangements all aimed at bridging the East-West divide.
Consequently, as Pertti Joenniemi has noted, during the 1990s the North became one of
the most regionalized parts of Europe.” Thirdly, the North is the direction where, mainly
due to enlargement, both the European Union and the Russian Federation are becoming
increasingly aware of the need for increased cooperation and the need to devel op new

innovative forms for that cooperation.

This paper is divided into four parts. The first part gives an overview of the current state

of play in the overall relationship between the European Union and Russia. The emphasis

is put on the examination of the normative, or conceptual, framework in the EU-Russian
‘strategic partnership’ as it sets the stage for the interregional cooperation as well. The
second and third parts go on to examine the regional component in the EU’s policy on
Russia. The emphasis is put on Northern Europe and the different parts of the machinery
the EU has created in order to encourage and facilitate interregional cooperation with
Russia. The fourth and final part concludes the paper while reflecting on the role of

interregional cooperation in the wider framework of the EU-Russian relationship.

The normative foundation of the EU-Russian ‘strategic partnership’

When examining the European Union’s policy towards Russia, the starting point must be
the observation that the Russian Federation is not going to become a member of the EU.
This at first sight rather self-evident fact is, however, crucial in understanding the
peculiarities of the EU-Russian relationshiip sets the stage for the current partnership-
oriented approach and is reflected in Russia’s share of EU assistance. When compared to
other beneficiaries, especially those currently engaged in the accession process, Russia

receives a surprisingly small portion: Russia’s share of the EU’s external assistance



budget is less than 5 per cent and falling.” These phenomena are reflected at the level of

transboundary interregional cooperation with Russia as well.

On a general note, the EU’s policy on Russia during the last ten years can perhaps be best
described as an attempt, or rather a series of gradual attempts, at striking the right balance
between exclusion (as Russia is deemed to be an unsuitable candidate for membership)
and inclusion (as Russia is, on the one hand, too large and economically potentially
significant and, on the other, too troubled and nuclear a part of Europe to be excluded
altogether without jeopardizing stability on the continent) vis-a-vis Russia’s role in the
European project. The first steps at finding the right ‘policy mix’ were already taken

during the dissolution of the Soviet Union when the EC adopted the TACIS Progfamme

in order to facilitate the transition towards market economy and democracy on the

territory of the rapidly fragmenting Soviet UniGhThe next step followed in 1992 as the

EC decided that instead of membership Russia, together with the rest of the countries of
the former Soviet Union (FSt) were to be offered bilateral Partnership and

Cooperation Agreements (PCAs) with the European Union. The PCA between the EU

and Russia was signed in June 1994 after prolonged and difficult negotiations but it
entered into force as late as December 1997 due to the events in the first war of Chechnya
(1994-96).

The Partnership and Cooperation Agreement, which still remains the legal foundation of
the EU-Russian relationship, envisages a ‘partnership’ between the European Union and
Russia. The partnership is to be built on ‘common values’ and is based on the mutual
commitment of ‘strengthening the political and economic freedoms which constitute the
very basis of the partnershify’ The main goals of the partnership are to create a

framework for political dialogue between the parties, to promote trade and investment,
and to support Russian efforts to consolidate its democracy and to complete the transition
into a market economy.The ultimate end-goal of the partnership is the creation of a free

trade area (FTA) between the European Union and Rbissia.



To sum up, conceptually the EU-Russian relationship isto be built on the aready existing
foundation of similar values and goals between the parties and on the assumption of the
compatibility of their future endeavours in Europe. Moreover, the PCA implicitly reveals
an understanding of the inherent nature of the EU-Russian partnership as a continuous
process resulting in growing similarity between the parties. To be precise, the aim is not
agradual and mutual rapprochement between the European Union and Russia but a
process where Russia has to do al the adjusting as the cooperation to be undertaken aims

at facilitating the transition of Russia towards Western models of society and economy.

This basic approach isreiterated in the EU Common Strategy on Russia (CSR), which

was adopted in the Cologne European Council in June 1999. Common strategies were a

new CFSP instrument adopted in the Amsterdam Treaty (1997) and the first of them was
drafted on Russia during the German presidency in spring 1999.%° Drafted in the

aftermath of the financial and political crisis of August 1998, the document reflects the

EU’s quest for a more unilateral approach, concentrating on enumerating the priorities
and actions which are necessary for the EU in the development of the EU-Russian
relationship. It also, however, assumes that the eventual, albeit gradual, similarity is the
main aim of the relationship, which has, however, evolved from a plain partnership to a
‘strategic’ one. Without spending too much time scrutinizing the peculiarities of EU
jargon, the term ‘strategic partnership’ is, however, largely ill-defined, as the one
characteristic which over the years has best characterized the EU-Russian relationship
has been the lack of any strategic substance in the didioghi might, however, be
changing as the development of a European Security and Defence Policy (ESDP) has

resulted in a budding strategic dialogue between the European Union and'Russia.

The current state of play in the EU-Russian relationship and the mutual rhetoric on the
importance of forging a ‘strategic partnership’ between the two does, however, conceal
some very important differences between the European Union and Russia. The first
difference concerns the very basis of the relationship, namely what the main aim of the
‘strategic partnership’ is. As has already been suggested, for the European Union itis a

vehicle to be used in facilitating the transformation of Russia. Indeed, central objectives



for cooperation are ‘stable, open and pluralistic democracy in Russia, governed by the
rule of law and underpinning a prosperous market econttiyierefore, when viewed

from Brussels, the ‘strategic partnership’ is about the centrality of common values and
supporting the transition and consequently the growing similarity between the European
Union and Russia. This is reflected in the choice of instruments the European Union has
developed vis-a-vis Russia. The implementation of the PCA is made conditional upon the
respect of common values and principles, and the main practical instrument, the TACIS
Programme, has been adopted in order to ‘promote the transition to a market economy
and to reinforce democracy and the rule of law’ in Russia through giving financially

small amounts of technical assistafite.

In Moscow, the interpretation of the ‘strategic partnership’ is, however, very different.
For example, the CSR’s Russian counterpart, ‘the Medium-term Strategy for
Development of Relations between the Russian Federation and the European Union
(2000-2010)’, does not make a single reference to common values. Instead, Russia
approaches international relations, and thus its relationship with the European Union,
through a prism of realist thinking where concepts such as balance of power and
geopolitics are more important than references to common ValkEseover, as

Henrikki Heikka has argued, Russia sees the EU’s role as subordinate to another, much
more strategic relationship that Russia enjoys with the United States. As a consequence,
the ‘strategic partnership’ with the EU is first and foremost an attempt at
counterbalancing the US influence in Eurép&hus, instead of seeking a growing
similarity with the EU, the Russian emphasis is put on curbing the perceived US
hegemony in the international system and preserving and maximizing the freedom of

Russia’s political maneuvering in the future.

This brings us to a second difference, namely the relation towards sovereignty in the
European Union and Russia. Whereas the European Union strives for deeper and deeper
integration based on the pooling of sovereignty, Russia is still battling the effects of the
dissolution of the Soviet space with an emphasis on the preservation of sovereignty. In

short, whereas the EU can be seen as moving towards a post-modern and post-sovereign



political system?, the Russian project is till very modern in its essence. Asa

consequence, rigid state-centric interpretations of the ‘indivisibility’ of sovereignty still

play a central role in Russia and inhibit the country from fully taking part in the European
integration®* This interpretation is clearly discernible in Russia’s Mid-Term EU Strategy,
according to which ‘[As] a world power situated on two continents, Russia should retain
its freedom to determine and implement its domestic and foreign policies, its status and
advantages of a Euro-Asian state and the largest country of the CIS, independence of its

position and activities in international organizatiofis.’

A third difference relates to the divergent meanings of the very basic concepts affecting
the unfolding of political space in the post-Cold War era. The European Union and
Russia have particularly different interpretations of the dual concept of
globalization/regionalization. For the European Union, globalization is an integral feature
of the contemporary international system and regionalization is seen as part and parcel of
globalization while being a beneficial and perhaps even crucial component for further
European integration. In Russia, by comparison, the interpretation is entirely different.
Particularly in the centre, globalization is seen as a form of US hegemony in the
contemporary international system, and beneficial to only a handful of the already most
advanced and prosperous countries in the world. Moreover, globalization is seen as a

negative driving force potentially menacing Russia’s territorial integtity.

As a concept, regionalization does not fare much better in the eyes of Moscow either. The
gradual failing of the Russian state during the last decade has led to de facto
regionalization in Russia where the regions have started having their own external
economic relations and even foreign policies as a means of sfvita. main driving

force behind regionalization is thus not a conscious attempt at gaining access to global
networks but is regarded rather as ‘an anti-crisis strategy’ and is part and parcel of the
still continuing fragmentation of the Soviet spatés a consequence, and while keeping

in mind that although by definition regionalization entails both integration and
fragmentation, it is in the case of Russia that the fragmenting tendencies are heavily

accentuated. As a result, it is very difficult for Russia to link onto the on-going



interregional cooperation within the European Union as they are of an inherently different

origin and nature.

It is, however, an oversmplification to argue that there would be only one interpretation

of regionalization in Russia. At least two different interpretations can be discerned in
contemporary Russia. Thefirst, and currently prevailing, interpretation in the centre

stresses the negative nature of regionalization and emphasizesits role in accelerating

further fragmentation of Russia. It refers to the unwanted and uncontrolled devolution of

Russia due to the erosion of central power, and it is feared that regionalization will result
inanincreased likelihood of secessionist conflicts especially on the outskirts of the

Federation.? This ‘negative’ regionalization entails that the Russian regions themselves
seek further autonomy and even independence in order to protect their own interests, or
indeed secure their very survival, at the expense of the centre. This interpretation of
regionalization also has an international dimension where foreign countries are seen as
seeking to escalate the ‘negative’ regionalization of Russia in hopes of turning the border
regions in particular ‘into passive objects of [their] foreign policies’ in order to extract

mainly economic gains from the resource-rich Ru¥sia.

Globalization and regionalization are, however, forces that affect contemporary Russia
regardless of Moscow’s distaste towards the concepts. Their effect is already visible in,
for example, the growing regional disparities within the Federafi¢ior the European

Union the phenomenon is increasingly important due to the fact that the regions residing
closest to the European Union are not necessarily the ones best equipped to rise to the
challenge. This is especially true of the Northwestern parts of Russia where already
difficult economic conditions are made worse by the acute environmental degrdtation.
In addition, the status of the Kaliningrad region as a future enclave within the enlarged

Union serves only to exacerbate the problems.
Yet there is also a more ‘positive’ interpretation, especially at the level of the regions,

where regionalization is seen not as a threat but increasingly as a posSibilityis

context, networking and cross-border cooperation are seen as partial answers to the
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growing problems that face the Russian regions. They are also seen as a means of

facilitating Russia’s closer integration with the West and with the European Union in
particular. This interpretation is especially visible at the level of the regions, which stress
the geoeconomic interpretation of the international system over the traditional

geopolitical one which still prevails in the centte.

However, to claim that the regions prefer regionalization and the centre centralization
does, of course, have a somewhat self-evident ring to it. In the case of Russia, the reality
is, however, more complicated as no consensus exists to assert that it is at the level of
already existing regions where the process of regionalization should stop. As Sergei
Medvedev has noted, the regionalization of Russia is an on-going phenomenon affecting
not only Moscow but also, and increasingly, the regional capitals as well, potentially
leading to continued self-dismemberment of the Russian Federation and its constituent
units> Therefore, the tug-of-war between centralizing and regionalizing tendencies is
more multifaceted, including not only Moscow and the regions but also the centres of the
regions and their respective peripheries, which are being engaged in an on-going battle

for autonomy and even supremacy.

In contrast to these negative effects of regionalization, Northwestern Russia would seem
to be a special case, to a certain extent also in the eyes of the centre. There are several
reasons for this. First, ti@blasts (regions) of Northwestern Russia have at no time
indicated any secessionist tendencies, making it a ‘safe’ direction for Moscow to explore
positive aspects of regionalizatidhSecond, the North already has a versatile history of
beneficial interregional cooperation, ranging from the Pomor trade in the Barents region
to the Hanseatic League in the Baltic $e&he impact of this factor should not,

however, be exaggerated as it is just as easy to find periods of violent confrontation as it
is to find fruitful cooperation in the past. Third, and perhaps most importantly, the
Northwestern parts of Russia reside next to the European Union. Indeed, it is in the North
where Russia already shares a common 1300-kilometre border with the EU — an interface

that will only grow larger with the on-going enlargement. This could give the European
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Union an opportunity it could exploit in order to tie Russia more closely to interregional

cooperation in Europe.

Moreover, Northwestern Russia already seems to enjoy a special status within the

Russian Federation where different, although still mainly experimental, forms of

interregional cooperation are taking root. Of particular importance in this respect is

Russia’s initiative concerning the Kaliningr@tlast, which could be transformed into a

‘pilot region’ in EU-Russian relations. Although the initiative has remained
unsubstantiated and it remains to be seen what the term ‘pilot’ will actually entalil,
Russia’s initiative nevertheless represents an important new departure in seeking both bi-

and multi- rather than unilateral solutions to the problems in Northern Etfrope.

There are already some concrete forms of cooperation. For example, there are two twin-
city projects on the Finnish-Russian border between Imatra-Svetogorsk and Kuhmo-
Kostamuksh¥. For example, the cooperation between Imatra and Svetogorsk reflects the
internal dynamics within Russia already discussed. The cooperation is of very recent
origin as it began in earnest in 1997 when Svetogorsk became an independent
municipality with more autonomy over its affairs. So far, the cooperation has been rather
modest, mainly including personnel exchanges over the border and some small projects
financially supported by Imatra. The mood is, however, optimistic in the two towns as a
new international border crossing point is to be opened between Imatra and Svetogorsk,

and plans for a cross-border business park are already in the pfPeline.

In comparison, cooperation between Kuhmo and Kostamuksha is more developed and
stable. This is due to a historical anomaly on the Finno-Soviet border during the 1970s
and 1980s where the Finns, and especially the town of Kuhmo, were centrally engaged in
the project of building an iron smelter works and the surrounding industrial town in the
Soviet Kostamuksha. This experience not only made Kuhmo the one exclusive point on
the Finno-Soviet border where direct and daily, although fairly heavily controlled, cross-
border links were possible during the Cold War but also laid the foundation for the

present cross-border cooperation between the sister®ifiesing the 1990s, Kuhmo
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and Kostamuksha built on this foundation developing, for example, cooperation in clean
drinking water and waste sewage treatment, business parks and other cross-border

development projects. The development of cooperation has been facilitated by the

existence of a permanent international border crossing at Vartius and the development of
‘Vartius international border village’, which aims at fostering new economic contacts and
cooperation between the cities. On the Russian side, Kostamuksha has been declared a
special economic zone, which is anticipated to result in increased incentives for further

economic cooperatiofi.

In addition, in the beginning of 2000 the three INTERREG Karelia regions on the Finnish
side (North Ostrobothnia, Kainuu and North Karelia) and the Kar@lphast on the

Russian side established a Euregion Karelia, which is based on the Euregion model
already used on the German-Dutch border 25 year& @gording to Tarja Cronberg,

the aim of the common cross-border region is to promote a more efficient usage of
existing financial flows, especially EU funds (INTERREG, TACIS). The mid-term goal

is to create common regional strategies with the intent of resolving common
transboundary challenges such as criminality and prostitution while exploiting the
potential of open borders in economic and social developthenaddition to Euregion
Karelia, the Kaliningradblast has also been active in participating in similar Euregions
(the Baltic and the Saule Euroregions with plans to take part in the Neman Euroregion as

well) with its neighbouré>

These new forms of cooperation are attempts at re-creating and emulating the successful
experience already achieved within the European Union and to some extent with the
applicant state® Although these forms of cooperation still remain experimental, they
nevertheless open new avenues for cooperation between the European Union and Russia.
There are, however, numerous problems and obstacles still to be overcome. Some of
them are a direct result of the very backwardness that the cooperation is supposed to
surmount, such as the lack of a proper basic infrastructure. These are deep asymmetries
and structural problems which are likely to hinder cooperation well into the future. In

addition, as, for example the Imatra-Svetogorsk cooperation has revealed, historical
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animosities, an abundance of bureaucracy combined with the chronic lack of reciprocal

funding on the Russian side and, indeed, the very differences in the ‘mindsets’ on both
sides of the border have managed to hinder coopefatidso, as Tarja Cronberg has
argued, the promising new projects in the Euregion Karelia have suffered from a lack of
mutual trust between the partners, which has been reflected, for example, in the EU-
centric decision-making and implementation of the projects, which have sent a de facto

message of distrust and exclusion to the Russiarfide.

The EU’s corner has not been without problems either. The most acute problem relates to
the difficulties that the regional actors have experienced in combining funding for
transboundary cooperation with Russia. For example, although the EU finances three
INTERREG programmes on the Finnish-Russian border, the matching funds for the
Russian side must be obtained from a different TACIS Cross-Border Cooperation
Programme. This problem is due to the compartmentalized and vertical logic of the EU.
EU internal structural policies are guided by one set of laws while EU external relations

with Russia are guided by anotf{er.

The (inter)regional component in the EU’s policy towards Russia

It has sometimes been argued that the European Union’s policy on Russia has been
lacking a regional dimension. For example, Lyndelle D. Fairlie has noted that the two
founding documents, the Partnership and Cooperation Agreement and the Common
Strategy on Russia, treat Russia as a more or less unified and undifferentiatéd space.
This is, however, only natural as, for example, the PCA has been signed with the totality
of the Russian Federation. In addition, Fairlie’s observation is only partially accurate, as
the ‘Special Initiatives’ section of the CSR does indeed contain references to cross-border
and regional cooperation. The first part of the paragraph reads: “The Union will support
the strengthening of cross-border and regional cooperation and will prepare an inventory
of relevant EC and Member State instruments and actions directed at the enhanced

involvement of EU programmes in Russian regions of special interest to thé EU.’

14



However, athough the document acknowledges the possibility of the existence of

‘special interests’ vis-a-vis certain Russian regions, it nevertheless fails to specify them.
The only direct reference to a certain geographical area which poses a special challenge
or an interest for the European Union is to be found in the second part of the paragraph
which refers to the need to intensify the preparations for the Foreign Ministers’
Conference on the Northern Dimension in November 1999 in Heféittkis indeed in

the Northern Dimension that the special regional interest of the European Union in

Russia has been formulated.
The Northern Dimension®

The European Union acquired its ‘northern dimension’ through the memberships of
Finland and Sweden in 1995. What had previously been a rather western and central
European political project was given a new northern geographical reality. At first, the
term ‘northern dimension’ referred mainly to the special characteristics that the two new
Nordic members were about to bring to the Union: harsh climate, arctic agriculture, long
distances and low population density. In addition, the ‘northern dimension’ was, of
course, not only a list of hardships and challenges requiring special measures from the
Union but also a concept representing positive Nordic values such as equality,

transparency and the welfare st#te.

The 'northern dimension’ acquired fresh political content in September 1997 when the
Finnish Prime Minister, Paavo Lipponen, launched the initiative for the Northern
Dimension of the European UnidhThe venue for the speech, a Barents Conference in
Rovaniemi in northern Finland, was a fitting forum for the northern, even Arctic (as
opposed to the original Nordfy foundations of the concept. In his speech, Lipponen
described Northern Europe and Northwestern RUssigarticular as a source of great
hopes and expectations but potential dangers as well. According to Lipponen, in order to
exploit these opportunities and solve the problems the European Union required a policy

tailored for its Northern Dimension.
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Theinitiative was quick to gather political momentum, the next political milestone being

in December 1998 when the Vienna European Council officially accepted it as a part of

the external relations of the Union. Vienna also witnessed the first official document

written on the topic as the European Commission’s communication on the Northern
Dimensior?® was introduced. In the communication, the Commission preserved the
original spirit of the Finnish initiative. As in Prime Minister Lipponen’s speech in 1997,
the actual content of the Northern Dimension was described mainly as a list of things the
Northern Dimension was not supposed to be: new institutions, more money or a new
form of regionally based cooperation in Northern Europe. For its part, the General Affairs
Council in its meeting in May 1999 set its own guidelines for the implementation of the
Northern Dimension mainly along the earlier lines of the Commission, as the ‘added
value’ in the initiative would come solely from increased synergies resulting from a
better coordination and complementarity of the Community and member state actions in
Northern Europé&’

Originally, making the Northern Dimension more concrete was one of the central themes
of the Finnish EU Presidency in autumn 1999. The Finnish Presidency fell victim,
however, to other political events during the tumultuous 1999, namely the acute crisis in
the Balkans (Kosovo), which became a priority in EU foreign policy and external
assistance, and Russia’s ruthless actions in Chechnya, which made Moscow an
undesirable partner for the member states. Consequently, the Foreign Ministers’
Conference in November 1999 failed to agree on almost anything substantively new other
than that the Helsinki European Council should decide on drafting an action plan for the

Northern Dimensiofi®

The action plan for the years 2000-03 was adopted at the Feira European Council in June
2000. The document is divided into two parts. The first, horizontal part, lays out the
framework for the Northern Dimension. The main idea and limitation of the dimension is
spelled out very clearly at the beginning where the action plan states that the added value
is to be gained ‘through reinforced coordination and complementarity in EU and Member

States’ programmes and enhanced collaboration between the countries in Northern
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Europe’ and that ‘the Northern Dimension is an on-going process without a specific
budgetary appropriatiofi* Otherwise the horizontal part is almost identical to the earlier
Commission report as it goes through the most important sectors in the initiative. The
second, operational part of the action plan gives an in-depth account of the different
sectors ranging from infrastructure and environment to public health and justice and
home affair$? The list is once again quite exhaustive but the action plan fails to present

significant new concrete proposals or actions to be taken during the first four-year term.

The Swedish Presidency in spring 2001 sought to give the Northern Dimension added
impetus. According to the Presidency Programme, giving the initiative concrete content
was one of the aims of the Presideffcyhe Swedes indeed achieved some of their goals
during their six-month stint at the wheel. For example, the Northern Dimension was
given political continuity in the Second Foreign Ministers’ Conference organized by the
Swedish Presidency in Brussels in April 2001. Although the outcome of the Conference
can in concrete terms be described as rather thin, it nevertheless reiterated the EU’s
commitment to the policy and thus further consolidated its place on the EU’s agenda. The
Conference also resulted in a new initiative to be put under the aegis of the Northern
Dimension, the so-called Northern Dimension Environmental Partnership (NDEP). The
main aim of the NDEP is to address environmental ‘hot-spots’ especially in the
Northwestern parts of Russia. The main mechanisms for cooperation within the NDEP
are very similar to the actual Northern Dimension as it is mainly consultation,
coordination and cooperation that are sought with the programme. The NDEP does,
however, emphasize forging close links with international financial institutions (IFIs),
which in turn play a central role in organizing funding for the projects already agreed
within the NDEP>* The NDEP is, however, still in its infancy and it is impossible to

assess what its impact will be on the Northern Dimension and on the current state of EU-

Russian cooperation.
On a more general note, the Northern Dimension highlights problems in the EU’s

relations with Russia. First, it has revealed a North-South divide within the Union. The

biggest issue behind this divergence in member state interest towards the Northern
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Dimension is the competition for scarce (financial) resources in the external relations of

the European Union. Therefore, there seems to be a clear North/East-South divide where

the northern member states are eager to increase spending in the North, whereas the

southern member states are worried about being increasingly sidelined in the future use

of funds, especially in an enlarged Union. In addition, according to a study conducted by

the Trans-European Policy Studies Association (TEPSA) in 1998, the southern member
states perceive the existence of a Northern Dimension as a potential threat to their own
national interests.®® As a consequence, the southern member states have a strong,

although mainly ‘negative’ (or obstructive) interest in the Northern Dimension in the
sense that their main priority lies in keeping the importance of northern issues on the
European agenda in check when compared to the relative importance of the ‘southern

dimension’.

Second, the Northern Dimension has blurred the clear demarcation between inside and
outside in policy formulation and implementation within the European Union. As Hanna
Ojanen has argued, the Northern Dimension injects EU external relations with an entirely
new logic, which, firstly, requires a vastly increased amount of internal coherence and
coordination between EU programmes and policies. Second, it would also require not
only accommodating but also allowing the outsiders’ (the ‘partner countries’) views to

affect what EU policies should entail in the Notth.

Third, in order to be implemented successfully, the Northern Dimension requires a
multilevel approach, where not only the European Union and its member states but also
other existing actors in the North must play a significant YoMoreover, the Northern
Dimension requires horizontal coordination and co-operation within the EU across
previously separate programmes, pillars and initiatives. This has proved to be an
extremely difficult obstacle for the Northern Dimension to overcome, which seems to be

effectively bogged down in the infighting of the Brussels bureauéfacy.

There is also an additional downside with external repercussions in the EU’s policy

towards selective engagement in Russia. The Northern Dimension is essentially about
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giving the Northwestern parts of the country accentuated EU attention. Therefore, the

European Union has to tread carefully in order not to aggravate the ‘negative’
interpretations of regionalization as Moscow tends to see the EU’s activities as
potentially accentuating the negative consequences of regionalization through increasing
regional disparities and, consequently, encouraging secessionist tendencies. The motives
of the European Union are also being questioned, as the EU’s policy is perceived as
‘cherry picking’ where the EU seeks to gain maximum results from some Russian regions
without paying attention to the totality of the Federation. This has been reflected in, for
example, the official Russian response to the Northern Dimension where Moscow has
made it clear that cooperation in the North must be more than just extracting natural
resources: ‘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 the Kaliningrad region as a part of the Russian

Federation’s territory and of its internal marl@t.’

The EU’s role in facilitating transboundary interregional cooperation

with Russia

A sub-regional approach: Northern Europe

There is amulti-layered web of organizationsin the North. Indeed, it isfair to say the

1990s witnessed a development where the countries of Northern Europe were ‘racing to
regionalize’™ As a result, the North has an extensive network of overlapping

organizations in which the European Union is at least partially involved, either through
direct partaking of the Commission or through the presence of the EU member states.
First, there are the three regional councils ranging from the high north to the southern
shores of the Baltic Sea: the Arctic Council (AC), Barents Euro-Arctic Council (BEAC)

and the Council of the Baltic Sea States (CBSS). In addition to these three, there are other
councils with a more limited membership, such as the Nordic Council, the Nordic

Council of Ministers, and the Baltic Council. As a consequence, there is considerable
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overlap in the regional councils both in terms of their geographical scope and thematic
interests.”

The European Union and its Northern Dimension are in arather difficult position as they
are by no means the only, although undoubtedly one of the most important, relevant
actors in transboundary interregional cooperation with Russiain the North. Thereis
competition as well as cooperation between the different actors, which easily leads to
sub-optimal results, unnecessary duplication and wasted resources. Moreover, as recent
studies concentrating on the activities of the northern organizations have suggested, there

is often alack of knowledge concerning the actions of other actors.”

Therefore, at first sight, the Northern Dimension would seem to serve a good purpose as

the ‘organizing principle’ for cooperation in the North. The reality has, however, been
somewhat different as the European Union has been rather passive in taking part in the
work of the councils, the Commission in particular being at times half-hearted in its
attempts at working at the regional level. For example, in the case of Baltic Sea
cooperation it has confined itself to a passive role, enabling rather than spurring regional
cooperatior> Moreover, the Commission has been reluctant to take an active part in the
work of the Arctic Council, although it has been present in the work of the other two
major organizations (BEAC and CBSS) in the region. As a consequence, the potential of
the Northern Dimension, and European Union, in coordinating and encouraging
(inter)regional cooperation in the North has been underutilized. To be fair, however, it is
worth keeping in mind that the main bulk of funding for interregional cooperation in the
North does come from EU sources. In fact, the European Union has devised a multitude
of different funding mechanisms for interregional cooperation with Russia with a
growing emphasis being put on Northwestern parts of the country. In the following, the

most important financial mechanism, the TACIS Programme, is discussed.
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TACIS

Initiated in 1991, TACIS has been the EU’s primary instrument in tackling the effects of
the dissolution of the Soviet Union on the territory of the FSU. The current Council
TACIS Regulation for the period 2000-06 was adopted during the time of the deepest
crisis in the EU-Russian relationship in December 1999 due to the events in CHéchnya.
This is reflected in the emphasis put on the observance of strict conditionality in the
Regulation, according to which ‘when an essential element for the continuation of
cooperation through assistance is missing, in particular in cases of violation of
democratic principles and human rights, the Council may... ... decide upon appropriate

measures concerning assistance to a partner State’.

The new Regulation shows that the EU is becoming increasingly aware of the need to
develop differentiated treatment for different parts of the Russian Federation. For
example, the Regulation states explicitly that ‘experience has shown that Community
assistance will be all the more effective when it is concentrated on a restricted number of
areas within the partner States'. It is, however, possible that rather than reflecting serious
strategic pre-meditation, the wording above can equally well reflect the realization that
the scarcity of resources allocated for TACIS in the future will require that the EU packs
more of a punch by concentrating them on fewer areas. However, although the
Regulation fails to enumerate what these ‘areas’ might be and on what grounds they
should be selected, it nevertheless makes a reference to the possibility of selecting certain
regions for preferential treatment in the future, thus departing from the way Russia is

treated in documents of a more political nature, i.e. PCA and CSR.

The actual work in TACIS is based on Indicative Programmes (IP) covering three to four
years, which are prepared either on a country-by-country basis (Russia, Ukraine etc.) or
horizontally (Regional Cooperation, Cross-Border Cooperation or Nuclear Safety). The
Indicative Programmes in turn lay the ground for annual Action Programmes, which

enumerate the actual measures to be taken during the given year.
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The Indicative Programme 2000-03 to the Russian Federation is based on the principles
already described in conjunction with the TACIS Regulation. TACIS has, however, three
areas of particular attention in Russia: (i) support for institutional, legal and
administrative reform; (ii) support for the private sector and assistance for economic
development; and (iii) support in addressing the social consequences of transition.”
Nuclear safety isalso akey areain TACIS with Northwestern Russia being an area of
special importance.”” The funds allocated for TACISin Russia are, however, rather
modest, ranging between 300-360 million euro for the period 2000-03. It is, however,
worth bearing in mind that Russia receives TACIS money from other horizontal
programmes as well, such as the Regiona and Cross-Border Cooperation and Nuclear
Safety Programmes.” All in all, Russia received an average of approximately 240 million
euro (or 2 euro per capita) per year between 1991 and 1998.”

The Indicative Programme does, however, reveal some new nuances, especialy in the

more elaborated nature of regional differentiation in allocating project funding. Although
the EU has abandoned the concept of annual priority regions, which werein effect

between 1992-95%, the IP states that ‘priority, on a competitive basis, will be given to
reform-minded and committed regions’. Moreover, ‘particular attention will be paid to
the links with regional initiatives like the Northern Dimension and with the EU

enlargement process, including Kaliningr&d.’

In terms of transboundary interregional cooperation, the TACIS Cross-Border
Cooperation (CBC) Programme is especially significant. During the period 1996-1999,
the TACIS CBC allocated 100 million euro, of which over 50 per cent was spent on
projects in Northwest Russia and Kaliningfadccording to the present Indicative
Programme for the period 2000 — 2003, the TACIS CBC supports ‘activities and projects
having a clear cross-border cooperation component’, which ‘may include projects having
a cross-border impact (such as environmental projects), but will particularly include
cross-border projects involving direct and clear cooperation between partners from both
sides of the bordef® Projects eligible for TACIS CBC funding are, for example, border

crossings, transport, telecommunications and energy networks. The geographical
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orientation of the TACIS CBC isfocused on the borders between the EU and the FSU,
but the borders with the applicant states also come into question. Within these limits, the
IP makes a specific reference to the Northern Dimension, the Black Sea Convention as

well as the Baltic Sea and Barents Euro-Arctic regional cooperation frameworks.

The TACIS CBC isrealized mainly through larger projects (minimum 1 million euro),
which can be partly financed by (for the non-Russian part, that is) other Community
funding instruments operating in the border areas; such as INTERREG but also the Pre-
Accession instruments PHARE, 1SPA and SAPARD. The amount of money allocated for
TACIS CBC is, however, rather modest, being 30 million euro per annum for the period
2000-03.%

Theoverriding logic of EU enlargement

Despite the fact that, during the last decade, the European Union has adopted a

multiplicity of policies and devised a host of instrumentsin order to encourage

transboundary interregional cooperation with Russia, it seems equally evident that other

parts of European integration are paradoxically working against these goals. Thisistrue

in the case of enlargement, which will bring the Schengen acquis to the borders of

Russia® The enlargement of the ‘area of freedom, security and justice’ will thus erect a
new ‘paper curtain’ between the European Union and Russia. This is especially true in
the case of Kaliningrad where, until very recently, visa-free and even passport-free travel
between the exclave and mainland Russia was possible via Lithuania and Poland. Poland
has, however, decided to apply the Scheragguis from autumn 2001 onwards, with

Lithuania adopting it once it enters the BU.

The concrete problems related to EU enlargement in terms of the Sclaeggershould
not, however, be exaggerated, as they are of a largely technical nature and consequently
fairly easy to resolve with the establishment of EU member state consulates in

Kaliningrad and with the adoption of, for example, multiple entry visas for
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Kaliningraders.®” Therefore, Schengen will not inevitably result in a rupture in the well-
functioning border regime between the European Union and Russia. The currently

smoothly running Finno-Russian border with over 5.6 million border crossingsin 2000
aloneisacasein point. The issue does, however, have amore symbolic nature to it, as

the clear demarcation being drawn between the European Union and Russia inadvertently
suggests that Russiais indeed the exact opposite — ‘an area of insecurity and injustice’ —

the antithesis of that which is being developed with European integration. This has, in
turn, negative repercussions for Russia’s self-image, feeding the fear of exclusion even

further.

The place where thigroblematique becomes most evident is the Kaliningflolast.

Wedged between Poland and Lithuania on the southern shore of the Baltic Sea,
Kaliningrad is, with the on-going EU enlargement, set to become an isolated enclave
within the Union. Being cut off from ‘big’ Russia and being altogether ‘unintegratable’
into the European Union, Kaliningrad represents a severe test to future EU-Russian
relations® What makes Kaliningrad so challenging is not its current status as ‘a hell-hole
enclave® of Europe from where almost every problem and danger imaginable
(communicable diseases, organized crime, environmental degradatidnestanates,

but rather its unique place both inside and outside of both Russia and the European
Union: it is an undisputed part of the fully sovereign Russian Federation but its location

is made problematic by the actions of an outsider, the European ¥nion.

Therefore, in addition to acting as a powerful symbol of Russia’s exclusion from EU
integration, the adoption of the Schengequis also has very real effects, which manage

to cripple existing forms of cooperation dating from the Soviet times and which have
otherwise survived the difficult decade of post-Soviet transformation in Eastern Europe.
Consequently, the European Union finds itself in a paradoxical situation. Although the
stated aim of interregional and cross-border cooperation is the erasure of former dividing
lines and the prevention of the emergence of new ones, the day-to-day practices of
European integration nevertheless result in the opposite, and Russia is being excluded

and increasingly marginalized in EuroBéhe previously working and ‘natural’ forms
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of cooperation are being disrupted and are being replaced by perhaps more artificial
forms of cooperation induced by the multitude of EU cross-border cooperation

instruments.

Conclusions

The normative and conceptua foundation of the EU-Russian relationship is problematic

on both sides. The European Union has based its Russian policy on the assumption that
Russiaisincreasingly becoming similar to the EU and is harmonizing its society on the

basis of the Western model. There is, however, a mounting body of evidence suggesting

that such adevelopment is highly unlikely and consequently the viability of the EU’s

basic approach to its Russian relations is to be questiSrigs has repercussions for

the EU’s system of external relations in general as it has the potential to exacerbate the
capability-expectations gapin the EU’s policy on Russia, resulting in internal

frustration within the European Union as the objectives set for the policy are increasingly
difficult to attain due to the relatively high level of discrepancy between the stated
objectives and the ways and means the European Union actually possesses vis-a-vis

Russia.

In comparison, it can be argued that the ‘strategic partnership’ is built on a normative
framework, which although mutually agreed is, if not entirely alien, then at least only
partially subscribed to on the Russian side. In addition, the current nature of cooperation
has certain elements which are being increasingly detested in Moscow. As the eventual
similarity between the European Union and Russia is the main aim of the partnership,
Russia has been, and still is, subjected to constant monitoring and assessment of the
progress (or rather the lack of it) in meeting the EU criteria. As a result, the EU-Russian
relationship has become an exercise in enumerating the numerous failures and
inadequacies to be found in Russia, while Moscow is being made constantly aware of the
risk of ‘lagging behind’ or ‘falling behind a normative divide’ in the New EurSpe.

Instead, what Russian wants from the ‘strategic partnership’ with the EU, is equality and

25



not to be excluded from the important political processes in Europe. Thiswishis

reflected in the official Russian responses to the European Union as, for example,

Russia’s Mid-Term EU Strategy states that ‘partnership with the EU can manifest itself in
joint efforts to establish an effective system of collective security in Europe on the basis

of equality without dividing lines®

Equality with the EU is, however, the one thing that Russia cannot achieve as the
relationship is in reality based on a conglomeration of asymmetries, which, when brought
together and if given time, can only manage to exacerbate the unequal nature of the
relationship in the future. The asymmetries in the realm of economy have already been
discussed in this paper. These same asymmetries can be found in almost all aspects of
life, ranging from demographic factors to military prowess. Indeed, the only factor with
which Russia far exceeds the EU’s capabilities is its vast nuclear armory — an asset, when
considering the acute lack of funding available for upkeep and further development, is

beginning to look more like a liability than a strength.

One of the main problems in the EU’s policy on Russia is that it has been crafted in a
similar manner to the EU’s policy on applicant stdfess a consequence, the EU-

Russian relationship is an exercise in standardization and harmonization of the Russian
economy and society with the European model. This approach does have one crucial
difference, as the incentives for Russia to engage in this process are much smaller than in
the case of the applicant states. This results in a situation where conditionality, one of the
central principles in the EU’s relations with third parties not easily applicable. As the
European Union lacks carrots that are both big and realistic enough (membership,
association, free trade area) and sticks that would be robust enough (the financial flows
between the EU and Russia are rather modest) the EU consequently lacks actual levers

that it could use in order to influence Russia’s behaviour.
The difficulties that the EU faces in applying conditionality on Russia were clearly

demonstrated in 1999-2000 when the European Union sought a harder line on Russia’s

atrocities in Chechnya. The Helsinki European Council in December 1999 adopted a
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harshly worded resolution on Russia’s actions in Chechnya, and the EU used spring 2000
to first debate and later implement sanctions on Russia. The sanctions consisted of
reviewing and partially suspending the implementation of the Common Strategy on
Russia, but at the end of the day they proved to be almost entirely ineffective.
Consequently, in June 2000, the Feira European Council to all intents and purposes
scrapped the sanctions and chose to adopt a new, more pragmatic policy o’ Russia.
Therefore, strict applications of conditionality have been replaced by new notions of
‘constructive engagemeft or ‘double strategy®*, which refer to the EU’s new

approach on Russia, which is focused on developing close links of concrete cooperation
in the hope of facilitating the similarity in Russia while voicing the condemnation in the
footnotes of the communiqués. Although the new approach has been well received by
Russia, it nevertheless has a certain flavoueapolitik not entirely fitting for a

European community of values. The question that remains is whether it is possible for the
European Union to square the circle and continue to insist on a growing similarity and
centrality of common values between the European Union and Russia without rupturing

the very ‘strategic partnership’ that both are engaged in.

Transboundary interregional cooperation could, however, offer at least a partial solution
to the EU’s dilemma. Before examining this possibility further, it is worth paying

attention to the dual nature of Russia’s approach to the European Union. As has been
argued in this article, for Russia the ‘strategic partnership’ with the EU is firmly rooted in
traditional notions of realism and geopolitics. However, European integration and the
rapid pace of events in Europe’s North have challenged these mindsets to a large degree
resulting in a rather schizophrenic situation wherein the Russian regions (with the tacit
endorsement of the centre) are increasingly taking part in more ‘post-modern’ forms of
transboundary cooperation. In effect, the centre is playing with two different sets of cards
depending on whether the emphasis is being put on the level of the overall political

relationship (‘strategic partnership’) or interregional cooperation.

In the long term, this kind of constellation might, however, result in problems for Russia,

especially if the interregional cooperation is further consolidated and perhaps acquires an
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existence of its own. Thiskind of development might challenge the supremacy of

Moscow even further and consequently be met with increased reluctance, or even

outright hostility, towards further regionalization in Russia. So far, the evidence would

seem to suggest otherwise, asit is clear that interregional cooperation is highly dependent

on the evolution of ‘high politics’ between the European Union and Russia. This was
reflected in, for example, the difficulties that the Northern Dimension faced during the
Finnish Presidency in autumn 1999 when the development of regionally based

cooperation with Russia was all but suspended due to the events in Chechnya.

The effect of the increased autonomy of interregional cooperation does not necessarily
have to be negative as it might strengthen the more ‘post-modern’ deck of cards leaving
Moscow with a deck of geopolitics cards with which it can no longer play adequately.
This would, of course, translate into a drastic break in political thinking in Russia, which
would in turn entail and facilitate the further integration of Russia into European

structures.

The question which arises is what the EU’s role could be in these experiments. It is, of
course, true that the EU cannot and indeed should not be engaged in exchanges of a
political nature with the Russian regions. This would easily be interpreted in a very
negative way in Moscow and it might have the potential to rupture EU-Russian relations
without resulting in any significant gains on the regional level either. However, the
current EU policy of supporting the autonomous actions and networking by regional
players themselves would seem to be an effective one. This observation does, however,
require some additional qualification, as the current input of the EU, in terms of both the
content of the policy and the amount of resources allocated for its implementation, is by
no means adequate to meet the daunting challenges that face the Union, especially in
Europe’s North.

In fact, the European Union needs a two-level strategy on Russia. First, the EU has to be

able to play the ‘strategic partnership’ game with Moscow. In concrete terms, this means

that the EU must be patient with Russia. The EU should also tone down the rhetoric
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concerning the alleged (and growing) similarity between the parties. The change should,
however, go beyond the rhetoric, as the very mind-set of the European Union towards
Russia should be geared away from ‘achieving the best’ and more towards ‘avoiding the

worst’ 1%

This change in emphasis would help to close the capability-expectation gap
while making the internal tensions concerning Russia within the European Union more

manageable.

The incremental changes that have taken place in the EU’s policy on Russia since 1998
suggest that this development is indeed taking place. The EU should, however, be wary
of exchanging overblown rhetoric for unnecessary pessimism and cynicism, as that will
be equally damaging. The EU has therefore to set its sights on the eventual integration of
Russia while keeping a cool head concerning the timetable. In addition, the EU should
avoid the temptation of playing the game edlpolitik with Russia. Russia is naturally

more than willing to cut deals and divide spheres of interests but this is something that
the EU must not become engaged in. Consequently, the Union has to tread a fine line

stressing both values and interests in its relations with Moscow.

Second, the EU should also develop its interregional links with Russia. This does not
mean, however, that it is the EU itself which should be engaged in political exchanges
with the regions. Rather, the Union has to encourage and facilitate the role of the regions
in creating these links in the spirit of subsidiarity. Developing these ties will enable the
EU to strengthen the post-modern deck of cards in Russia, which in turn should spur the

further integration of Russia into European structures.

So to what extent are the European Union and Russia ‘reluctant regionalizers’ as the title
of this paper suggests? In the case of the European Union the evidence indicates that it
has indeed been the opposite, ‘an eager regionalizer’, which has been developing a
multitude of different mechanisms in order to encourage interregional cooperation, and
has even been willing to experiment with the Northern Dimension, which represents a
more exclusive form of regionality that is slightly alien to the currently prevailing logic

of European integration. If a certain amount of reluctance has been detected, it can be
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explained by the rather cautious stance towards the internal developments within the
country: as the relationship between the centre and the regions is still under formation it
isonly prudent that the EU has not wanted to be engaged in the on-going struggle for

power.

Russia, however, is an entirely different matter. Thereis, on top of what has already been

said, an additional question to be taken into consideration when assessing the level of

Russia’s ‘reluctance’ (or ‘eagerness’) in engaging in interregional cooperation. It relates
to another and more worrying interpretation of the existence of the two decks of cards in
Russian political thinking. Although Russia has shown a surprising amount of initiative
and creativity in approaching the EU in order to solve the problems in, for example,
Kaliningrad, even this approach has its problems, as there is a danger that Russia’s
initiative does not necessarily reflect a correct understanding of the nature of European
integration and a true reading of the EU’s policies. Could it instead indicate that Russia is
indeed unable to comprehend that EU integration is about strictly adhering to a
laboriously negotiatedcquis communautaire, which cannot be re-negotiated or deviated
from on a political basi¢? The evidence so far is rather thin but it seems at least partly
to be pointing in that direction: what Russia has in effect been suggesting is that the
Kaliningrad question in particular could best be solved by treatinQltrest as a special

case — something that is not compatible with the EU’s approach to enlargement, and
indeed in its relations with Russia. This is something the EU should also take into

consideration when devising and implementing its future policy on Russia.
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