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Abstract

Interdependence is a political and institutional tool, which can work either in favor of or against the needs of
small member states in the international organisations. The European model of co-operation based on economic
interdependence and integration has been the indisputable success for the last half of a century. At the same time,
interdependence does not solely offer opportunities, but also entails risks. Theoretically, the weakness of the
securitization based on the interdependence is related to the situation where some member states receive more
gains from the interdependence than others, but feel less motivated to pay the costs associated to security. In this
case, interdependence can also create security illusion and make some member states in the community be less
careful and responsible both in terms of economic and military security. For small states the needs and threats
are different than for bigger member states in the core. High economic openness and vulnerability to external
shocks, dependence from the external capital flows leaves them less options for long-term stability. This study
aims to analyse the relationship between the interdependence, security and welfare, discussing whether
interdependence should be considered as a simple, linear mechanism which increases the security and welfare of
all participants, or it also involves risks related both to economic and security aspects, which should be evaluated
before applying for a membership in the international organisations. Are the security and prosperity gains
expected from interdependence and integration real or rather an “illusion” what small states would like to believe
in and big states are happy to promote?
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1. Introduction

Since the establishment of the NATO and the European Communities, for the small European nation states,
cooperation, integration and interdependence have been associated with growing peace and prosperity,
guaranteeing their national security and sustainability. Interdependence and some loss of national sovereignty as
side effects have been seen as a small price to be paid for the benefits received. At the same time, the debate on
the reasonable level of interdependence and a suitable integration form for small states is mainly taking place on
a theoretical and academic level. On a political level, supporting interdependence has been seen as a centrepiece
of being “good European” and “committed NATO member”. Especially among policy makers, it has been argued
that in the complex security situation of the 21% century, a small state does not have an option for full
sovereignty and, therefore, the interdependence as best practical solution gives them the opportunity to get a
reasonable return for the partial loss of sovereignty.

In the light of the renewed security situation in the 21* century the issues related to independence, integration,
and interdependence definitely need to be continuously analysed. With regard to the Russian aggression against
Georgia, as well as the outbreak of the global financial crisis, the year 2008 to some extent constituted the end of
illusion, that the existing network of collective security could provide desired results in any foreseeable security
scenario. The violent conflicts in Ukraine forced by Russia in 2014, have increased the need to revise the role of
the international organisations and the regional cooperation forms, as well as the conceptual logic and models of
independence in general.

This study aims to analyse the relationship between the interdependence, security and welfare, discussing
whether interdependence should be considered as a simple, linear mechanism which increases the security and
welfare of all participants, or it also involves risks related both to economic and security aspects, which should
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be evaluated before applying for a membership in international organisations. Are the security and prosperity
gains expected from interdependence and integration real or rather an “illusion” what small states would like to
believe in and big states are happy to promote? Is interdependence sustainable during the times of economic and
political crises? Hereby, special attention will be given to the needs of small member states of the EU and NATO
— like the Baltic States —that are newcomers in the “European family” and are located at the external borders.
More precisely, with regard to the Baltics, it will also be asked, whether in 2003-2004 a real alternative to the
trans-European (i.e. EU-integration) and transatlantic interdependence (i.e. membership in NATO) existed?

2. Theoretical Logic and Pathways of Integration and Interdependence

Historically, the motivation behind cooperation and mutual interdependence among countries has primarily been
related to the avoidance of war and the enhancement of security rather than expecting economic gains. In
theoretical debates the main focus has been on the question how sustainable security and stability are related to
the level of interdependence and integration. The economic reasoning of integration, which has arrived in the
spotlight later, has thus been seen as an additional “reward” of interdependence.

The logic that peace could be reached through interdependence has its roots already in Immanuel Kant’s essay on
Perpetual Peace: A Philosophical Sketch. Published in 1795, it discusses the principles of politics and proposes
guidelines for lasting peace and cooperation between the states. In his argument, Kant draws parallels between
individuals and nations, stipulating that ... Just as in the case of individual men, Reason would drive them to
give up their savage lawless freedom, to accommodate themselves to public coercive laws, and thus to form an
ever-growing State of Nations. But as the Nations, according to their ideas of international law, will not have
such a positive rational system, and consequently reject in fact what is right in theory, it cannot be realised in this
pure form. Hence, instead of the positive idea of a Universal Republic we shall have as result only the negative
surrogate of a Federation of the States averting war, subsisting in an external union, and always extending itself
over the world”.

According to the Doyle’s interpretation (1983, 213), as the liberal state is represented through a sovereign
government, its sovereignty is not a subject to any external controls. Based on Kant’s remark a conclusion could
be drawn that although the only rational step to avoid war would be the formation of an international state, the
willingness of the state to give up its will to act is rather questionable. And, as Kant himself admits, this
development would not lead towards a global national state, but at a federation of states. Thus, “dependency” is
replaced by “interdependency”, as all the states have to a certain extent remain sovereign but still live in the
cooperation and integration with each other.

The contemporary debate on interdependence and its correlation to peace and prosperity offers much food for
thought as in a number of studies, interdependence and interstate cooperation are seen in a positive context. For
example, contemporary interpretations of Kant speak about the Kantian tripod — either in form of a synergy
between democracy, international law/organizations and economic interdependence (see, e.g. Russett, Oneal &
Davis 1998; Oneal & Russett 2000 and Choi 2010).

The correlation between interdependence and integration has been in the centre of academic and political debates
for decades. Most of the studies agree that international and intergovernmental organisation matter in certain
context but the final outcome might differ, stemming from the fact that international organisations vary in their
mandate, structure, etc., which also leads to the varying impact of international and intergovernmental
organisation on interstate disputes (Boehmer, Gartzke & Nordstrom 2004). However, the linkage between
economic interdependence and peace is seen as one of the central questions to be studied in this context.

The traditional integration theorists (see e.g. the works of Jean Monnet, Robert Schuman, Ernst Haas, and Leon
Lindberg) have stipulated that mutual interdependence is simultaneously seen as the pre-condition and driving
force of integration process as well as its ultimate value, as it makes economic cooperation more effective by
simultaneously making member states more dependent from each other in terms of security and motivating them
to fight collectively for peace and stability in the region. For example, in a neo-functionalist model, which
comprises the most comprehensive theoretical basis for European integration, economic interdependence is
considered as a starting condition for explaining the motivation of the member states for long-term cooperation
(see Risse 2005, 299). The integration process develops through three phases. The first phase sees a deepening of
the transnational activities and economic interdependence, which also enhances further political integration
between the member states. The second phase includes finding solutions to the commonly shared problems at the
regional level, to gain collectively the benefits from deepening of transnational activities. The third phase covers
the establishment of supranational organisations of governance to supply the rules for solving common problems
in turn generating further interdependence (Sandholtz 2010, 7).
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But there are also problematic aspects related to interdependence as a part and parcel of integration. According to
the neo-functionalist model, successful integration needs continuous progress in terms of deepening and
widening of the integration. Thus, it could not be stopped at certain level, but must be continuously deepened
and widened (the so-called “spill-over effect”) to “survive and not to lose everything”. In practical terms, this
might lead to the situation where in certain situations the interdependence is definitely not the universal
“win-win” game in terms of security and prosperity in every scenario, but some member states might become the
victims of the “common need”. This argumentation could also be related to the tendency that in practical matters
— at the policy-making level — the debate on the risks related to interdependence as well as to the justified level
of interdependence is rather modest. Thus growing interdependence and centralization, together with growing
transfer of legitimacy to the supranational level means also an inevitable loss of national independence and
sovereignty. The questions are only “when”, “at what speed” and “under what conditions” it takes place. As
states by one of core founders of modern integration theory, Ernst Haas: “The end result is a new political
community, superimposed over the existing ones* (Haas 1958, 16). Hereby, from a small country perspective,
the most rational approach appears to be to keep integration process developing, but simultaneously to keep its
speed as slow as possible, thereby postponing the loss of national sovereignty as long away as possible.

The idea of interdependence — the arrangements whereby nation states are in situations and under the conditions
they can control, cooperate with each other on matters of common interest — is rationally understandable also for
realist thinkers. The existence of control which allows all participating states to decide the extent and nature of
this cooperation means that national sovereignty is not directly undermined (Nugent 2006, 558).

To summarize the theoretical options: in terms of political as well as economic integration, countries have to
make a choice between independence, dependence and interdependence. Especially in trade-related issues, the
choice is in some cases more philosophical than practical — particularly for a small country — due to the lack of
practical alternatives in a short-term perspective. As stipulated by Robert Mundell, “a large currency area is
better cushion against shocks than a small currency area, just as a large lake can absorb the impact of a meteor
better than a small pond” (Mundell 2001, 16). At the same time, as suggested by Crescenzi (2005), two states
could enjoy high levels of trade without being interdependent, should there exist an appropriate market structure
(i.e. ‘the country is able to find goods, services and resources from other states’) as well as asset specificity (i.e.
‘country is able to alter its own means of production to easily adapt to the changing needs of different/new
trading partners’). The impact of interdependence and integration differs also in a situation where a country is
considered as a policy taker, and policy opponent or policy maker in confederation or federal union (such as the
EU). As small or peripheral member states are often mainly policy takers or even policy opponents without the
option to reject it (e.g. the EU climate agreement), economic interdependence could have a negative impact for
them even during the integration process.

3. Empirical Study: Interdependence, Welfare and Security through Baltic Perspective in the EU and
NATO

Economic and military security are interconnected in the same manner as peace and prosperity are related within
social processes. Accordingly, simultaneous memberships both in the EU and in the NATO are designed and
aimed to offer the member states additional security and welfare.

The process of European integration from the 1950s until today has undoubtedly been a success story in
international cooperation, including — in its different stages — liberalisation of trade between member states,
establishment of the single market, introduction of a single European currency, coordination of macroeconomic
policies, and the centralisation of the decision-making process. Mutual interdependence and integration have
provided better opportunities to exploit the comparative advantages of the member states and the effects of scale as
well as contributed to the more efficient allocation of resources. It has also given a strong impetus to legal
harmonisation and standardisation, and created a framework for common activities in different areas from
environmental policy to the promotion of human rights. Despite some negative side-effects (i.e. more
centralization, more standardization, more protectionism and more redistribution), it could be stated that European
integration has generated prosperity and human welfare on an unprecedented scale in the region. This success can
also be measured in relative terms as the majority of the EU member states are leading in main economic as well as
human development scoreboards.

However, in 2014 — when setting out the vision of Europe for next decades — the prospects of further integration
are not so unequivocal. As stressed by Herman Van Rompuy, President of the European Council, the economic
and political interdependence, especially among the Eurozone countries, accelerated mainly by the introduction
of the single currency, does not allow for continuing divergences within a monetary union (Van Rompuy 2012).
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He also calls governments for a ,,new awareness of co-responsibility, as each country is not only responsible for
itself but also for the monetary union as a whole®. This call is immediately followed by a political rhetoric: ,,We
carry a common project, even if the choices are made nationally. Forgetting this in our actions undermines the
common good*.

Due to the growing interdependence the European integration has gradually reached an advanced stage, such that
further integration demands from the member states relinquishing sovereignty to the largest extent ever until now
— as the neo-functionalist integration model explains — to “survive and not to lose everything”. According to Van
Rompuy (2012), “what we are going through is not a “renationalisation of European politics”, it is the
“Europeanisation of national political life””. As a result, while producing more welfare and security, the
integration as well as interdependence would inevitably lead to the dominance of the European dimension in
national political life as well as to the (near) complete loss of national sovereignty. At the same time, the
willingness of the state to give up its will to act is rather questionable. The existence of control which allows
participants to decide the extent and nature of the cooperation would — in principle — motivate them to cooperate
but also leave them a choice to cease the common initiatives which could endanger further integration.

In this context, one should also not forget the extensive relations and high interdependence between the EU and
the US, both in economic and political terms, starting with extensive trade and financial activities and finishing
with political initiatives. Following Cooper (2014), the interdependence between the EU and the US is likely to
increase as a result of globalization and further enlargements of the EU, which potentially may lower trade and
investments barriers even further. For example, as argued by Sbragia (2010), geo-economic competition between
the EU and the US has been the main factor in developing the EU trade policy. Since national and regional
policies can have extraterritorial impact and vice versa, potentially a situation could occur where national
interests of some EU member states could be sacrificed in favour of transnational co-operation.

Another challenging tendency with regard to interdependence is related to its possible asymmetric nature,
particularly, in the inner relations between the EU member states. More precisely, within the last ten years,
Germany as well as the Netherlands and Austria have been implementing a neo-mercantilist trade policy,
expanding their exports within the EU and the Eurozone and increasing the competitiveness compared to their
partners (like Greece, Spain, Portugal, Romania, Bulgaria, Hungary, etc.), where trade deficit towards Germany
and other stronger European economies has increased. It has even been argued (Lucarelli 2011 and Cesaratto
2010) that the German neo-mercantilism has caused the current economic recession in Europe, and that the
causes of recent economic and political problems in the EU are related to capital accumulation and export
surpluses, “a situation in which, as is the case in Germany, most of the external net balance, are realized within
Europe itself” (Bellofiore & Halevi 2011). In practical terms, during the period 2000-2010, Germany was the
only economy among the EU member states that managed to increase their share in the world export as well as
in the European Union’s total export. Although prima facie the situation could rather be interpreted as unilateral
dependency, in real terms we are still talking about interdependence, as it also involves risks for the countries
with trade surplus.

A similar challenge — asymmetry in mutual interdependence relations — arises with regard to the actual efforts in
building collective security in the framework of NATO. For some member states NATO is clearly a form of
interdependence (France and Germany), whereas for some member states it represents a form of asymmetric
dependence (the Baltic States). On the one hand, direct contributions of the members to the budget of NATO are
following a principle of common funding and made in accordance with a specific formula based on relative gross
national income of a country. But in practice 72% of the Alliance’s defense expenditures are covered by the
United States, whereas only 28% of the budget is covered by the partner countries from Europe (including the
United Kingdom with 6.9%, France with 4.9%, Germany with 4.6% and Italy with 2.0%) and Canada (1.8%)
(NATO funding 2014). At the same time, the European members of NATO are arguably more vulnerable to the
growing instability and threats in the region — particularly in the Eastern Europe as well as in the Mediterranean
and the Middle East — than the United States. On the other hand, for the alliance, the small countries’
participation could be seen as an optimisation of resources, whereas for small countries the NATO membership
is considered as the ultimate ratio, the mean of last resort. Also, in the case of a failure of the collective security
network, the loss for small countries would be significantly bigger than the loss of security for big countries (e.g.
the United States, the United Kingdom, or France). From a pragmatic angle, although every single member of
NATO is useful, most of the small member states are replaceable in terms of resources provided by a country,
and their absence is not a matter of survival for the alliance as a whole. At the same time, for small member
states, who have built their security conception on the ideas of collective security the failure of the alliance
would be irreparable.
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From the small state perspective, this provokes one to ask if the security gains expected from interdependence
and integration are real or if they simply compose a vision in which small states would like to believe in and
which big member states are happy to promote? In any case, the “dual crisis of security and trust” of the early
twenty-first century has put national sovereignty back at the heart of the global political system (Bressand 2011,
62). Similarly to trade relations, the collective defence network could also be interpreted in the “game theory”
framework where it could be more profitable for a single member state to prefer national interests instead of the
common ones. So far, this kind of attitude has been more noticeable while analysing the behaviour of the
members of G7 and G20. For example, the asymmetry in secure balance within the NATO could lead to similar
risks related to the asymmetry in trade relations between Germany and other EU member states. Coming briefly
back to the latter, according to Stiglitz (2012), if some countries increase their net export, some other countries
must increase their net imports, which might lead to a situation where countries with persistent trade deficits might
face difficulties to finance their deficit. In addition, high levels of net imports weaken aggregate demand which
might lead to the fiscal deficits. In a like manner, the potential fragmentation among the interests of the member
states would bear a significant threat to a common security based on interdependence, as we have seen in the
case of the financial crisis in Greece or the French Mistral deal with Russia in the light of the military conflict in
Ukraine in 2014.

In 2014 the pressure to revise the principles of the collective security network has both internal and external
origins. Is interdependence as sustainable in years of crisis and pressure as it was in years of growth? It has been
warned of “a dim, if not dismal future” for NATO if it continues to be divided “between those willing and able
to pay the price and bear the burdens of alliance commitments, and those who enjoy the benefits of NATO
membership /.../ but don’t want to share the risks and the costs” (Robert Michael Gates, the former Defence
Secretary of the US, 2011). An even more fundamental statement by the recent US Defence Secretary, Chuck
Hagel (2013), states that “over-dependence on any one country for critical capabilities brings with it risks”,
which has been interpreted by the media that ,,one of these risks is that the U.S. will soon tell its allies, if you
don’t invest much in your defence, neither will we. The U.S. will “rebalance” its own shrinking defence dollars
to allies and partners that share the security burden more equitably. Too many European leaders refuse to realize
that this long-festering problem is having a dangerously corrosive effect on the Alliance®. Also, it could be
argued that the EU member states have often considered their own national interests as more important than
those of Europe, leading to the growing fragmentation of EU foreign policy. This tendency has triggered a
significant increase in criticism in external action discourse and led some authors even to claim that the EU
foreign policy is on the verge of failure, especially in recent years.

To conclude, the future and success of the European and transatlantic integration, next to the ability to overcome
external manipulations, depends from the attempts to subdue possible inner fragmentation.

4. Debate: Integration, Interdependence and Dependence: Options and Effects for Small States

Drawing on the above, peace and prosperity based on interdependence make a complicated option for small
states, especially so for the new member states in a union or for small states located at the external border. The
Baltic States, meeting all these conditions, hence face a challenging situation in terms of securitization, without
attractive alternative options. Based on the example of the Baltic countries’ accession to the EU as well as
Estonia’s, Latvia’s and Lithuania’s membership in the NATO since 2004, one could argue that the challenges
related to the dependence/interdependence both in economic and political terms were partially underestimated.
More precisely, in 2003—2004, in military terms the NATO partnership was mainly seen in the light of the
post-modern security community where soft and indirect security aspects dominated over traditional security and
defence questions. In this context, in 2004 both the growing integration and specialisation in the framework of
NATO have rather been seen as the fastest way to converge with the transnational security network than a
solution to hard security threats.

In 2014, in a renewed security situation which appears to be more complex and demanding with regard to the
essence, effects and long-term sustainability of the interdependence inside transatlantic partnership, for the Baltic
States soft security threats are combined with hard security threats. And this demands a combined institutional
solution. At the same time, despite the wishful thinking in the Baltic countries over the matters of security, the
collective security network provided by the NATO offers for them dependence rather than mutual
interdependence and in the case of a failure of collective security the loss for Baltic countries would be
devastating. This dependency is also reflected by the fact that in terms of military power, according to the
“Global Firepower” scoreboard in 2014, Estonia ranked on 96™ position and Lithuania on 103" position (Latvia
not listed), whereas, for example, the UK was positioned as 5™, France as 6™ and Germany as 7"™. Thus, the
Baltic countries appear to depend on the motivation and ability of the organisation — and its main contributor, the
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United States — to find solutions to the currently occurred hard security threats as well as to the risks related to
the growing differences between the member states with regard to financial issues.

Also, a potential threat arises that in the interdependent union, small — or new — member states are forced to
support as well as to finance joint policy initiatives which are driven by more influential members stipulating
that the initiatives are useful for the alliance as a whole, but does not so much follow the interests of the small
countries, or are, in some cases, even harmful for the small countries, as they take away resources from their
specific needs. Support to the independence of Kosovo and participation in the Central African Republic mission
from the view point of the Baltic countries could be discussed as probable examples. The same threat occurs
with regard to the economic integration.

In military terms, the increasing competition as well as a possible fragmentation among the EU member states
with regard to external powers will bear a significant threat to the common security network. More than 50% of
the non-US defense expenditures are covered by the United Kingdom, France and Germany, and their defense
spending — similarly to those of the US — will continue to be under pressure in a foreseeable future (NATO
funding 2014).

In terms of actual efforts of Estonia, Latvia and Lithuania in building their security, the differences could be
observed also between them. As agreed in 2006, NATO partner countries committed to spend a minimum of two
percent of their GDP to defence budget. This could be seen to serve as an indicator of a country’s political will to
contribute to common defence efforts (NATO funding 2014). Whereas Estonia appears here as relatively
strongly committed to the 2% obligation, both Latvia and Lithuania spend less than 1% of their GDP to military
expenses. A majority of it has so far gone to cover the “solidarity costs”, i.e. for military missions in Iraq,
Afghanistan, etc., with the probable aim to gain something in return in the case of Russian pressure. Yet, while
the transatlantic security cooperation and the dependence on the collective defense network are, in principle,
supported in all of the Baltic countries, regional cooperation is considered much less attractive. This attitude
could also be linked to the fact that the Baltic States are more eager to consume joint security than they could
themselves actually offer. Accordingly, in military terms the Baltic countries could also be described as being
“over-dependent” on some of the member states of the EU.

Nevertheless, since 2014 NATO has clearly recognized the threats arising from the Russian recent military
moves in Eastern Europe and started to develop long term sustainable strategies to defend its Baltic members.
Till this time, opinions have been expressed that NATO has been relatively unprepared in terms of military
response if Russia would move into the Baltic countries (Spiegel 2014). This has been stressed by the Polish
Foreign Minister Radoslaw Sikorski according to whom “there are bases in Great Britain, Spain, Germany, Italy
and Turkey. But there aren’t any bases where they are actually needed” (Ibid.). Although for many decades,
specific NATO initiatives and missions have been prioritised over the local needs to provide higher level of
summarized security and defence in the alliance, in recent years — after the Russian-Georgian war in 2008 as
well as following the decision made by France to sell Mistral helicopter carriers to Russia disregarding the
Russian-Ukraine military conflict in 2014 — some member states have also sensed the weakness of the existing
model. There has arisen awareness that resources invested to guarantee joint security in the region might
eventually not be used, because of the political considerations of some member states of the alliance.

Nonetheless, though some definitive risks arise from the size of the Baltic countries which hinders them of being
equal partners in interdependent relationship to the US, Germany, the UK, etc., the historical legacy of the Baltic
States has taught that also military (and economic) independence was not a solution for survival. Hence, despite
its problems discussed above, a dependency on the collective security network will with all probability be
considered as an optimal choice for them.

But the asymmetric tendencies can also be witnessed outside security matters, in economic terms, the
asymmetric dependence of the Baltic States from the EU is rapidly growing. After regaining their independence
in 1991, all the efforts were aimed at deeper integration with the EU. Estonia has, in general, managed to best
exploit the advantages of the European Union’s economic integration, especially in respect of the countries
outside the EU. At the same time, in trade relations between Estonia and the EU the balance has been strongly in
the European Union’s favour. Estonia’s largest trade deficit occurs in its trade with Germany, showing some
signs of reduction of the deficit during the years of economic recession, but rapidly increasing again from 2010.

During the last ten years Estonian external trade with the other EU member states has annually increased on
average by 9.5% and with third countries outside the EU by 9.7%, in comparison to the EU-28 external trade
annual growth rates which were, respectively, 3.5% and 6.3%. Even despite the temporary setback in 2009
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induced by the economic crisis, the Estonian exports to countries outside the EU has shown a high growth of
numbers (annual average growth rate 16.4%).

A second complicating aspect is the growing fiscal dependence of the Baltic States from the EU central budget:
in 2014, 22% of the budget revenues in Estonia were directly or indirectly connected to the EU subsidies or
supportive measures (Varblane 2014). The positive effect of receiving growing subsidies from the EU is that the
Baltic States are able to sustain higher defense cost in the longer term. The downside of this interdependence is
that on the one hand it puts additional costs to other member states and on the other hand the national economy
will find itself in a very complicated situation should the central subsidies decrease (as was evident in the Greek
case in recent years).

For the small member states of the European and transatlantic unions, especially in a stage of social and
economic transition, the threats and needs are different from the bigger member states comprising the core area
of integration. Accordingly, small countries naturally tend to implement additional tools for guaranteeing their
security and stability. European integration and the economic interdependence from the EU look from that
perspective as an almost ideal option for the Baltic States. But as was shown by the Eurozone financial crisis, the
actual result may not be as successful as expected since due to the economic openness and country’s dependence
from external capital flows, the Baltic States — similarly to the other “peripheral” small countries like Ireland,
Portugal, Greece and Cyprus — were more severely hit by the economic crisis. But one should also notice that, in
contrast to other countries, the flexibility of the economies of the Baltic States have also contributed to their fast
recovery from the crisis. Perhaps somewhat controversially, although high interdependence has not saved the
Baltic countries from the crisis, but rather accelerated it, at least Estonia among them is still eager to build new
forms of interdependence (e.g. the ESM and the EFSF) by stressing that these are the best options against
potential threats in the future.

5. Conclusions

Interdependence is a political and institutional tool which can work either in favor of or against the needs of the
small member states. The European model with economic interdependence and integration has been an
undisputable success during last half a century: Europe has been peaceful since the introduction of the
communities and the EU member states form the leading group in all major economic and human development
scoreboards, showing the wellbeing and prosperity interdependence has brought. Compared to the economic
integration, the transatlantic interdependence has often been seen as even a more secure and comfortable choice
for small state policy makers to show that they made their best effort in term of national security and
sustainability.

At the same time, interdependence do not solely offers opportunities, but also entails risks. Theoretically, the
weakness of the securitization based on the interdependence is related to the situation where some member states
receive more gains from interdependence than others, but feel less motivated to pay the associated costs. In this
case, interdependence can also create security illusion and make member states be less careful and responsible
both in terms of economic and military security. The global economic crisis since the year 2007 and the military
conflicts around the borders of the EU have made this topic particularly intriguing for the relatively young and
small EU and NATO member states located at the external borders explicitly facing hard security threats.

For small states the needs and threats are different than for bigger member states in the core. High economic
openness and vulnerability to external shocks, dependence from external capital flows leaves them less options
for long-term stability. After regaining independence in the beginning of the 1990s, the principle choice for the
Baltic countries has been between supranationalism and sovereignty. Estonia, Latvia and Lithuania have chosen
for maximum program to joining first the EU and NATO and accessing Schengen visa room and Eurozone as
soon as possible.

In 2014, from the economic perspective the Baltic States are facing the dilemma whether to continue structural
integration within the EU or to focus on international competitiveness, economic independence, and the efficient
usage of country-specific resources. The first option would offer the Baltic countries more political support from
the European partners as well as financial contributions from the structural funds, but would potentially motivate
national economies to tend towards centralization and subsidies. The second option would offer national
economies better opportunities in terms of market economy conditions, where country-specific advantages will
be used for specialization and gaining international competitiveness. At the same time, as due to the growing
interdependence the European integration has reached an advanced stage, where further integration is needed
“not to lose everything”, the second alternative is rather theoretical. Despite the fact that the dependence of the
Baltic countries on the EU and NATO is quite obviously asymmetrical and further deepening of the integration
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would bring additional security risks, in real terms there exist no feasible alternatives for security and prosperity.
To have interdependence instead of dependence, it also needs similarity in size and scope of the economies — the
Baltic States can only be heavily dependent from the EU finances, while for the EU and other member states the
Baltic impact is still marginal.

Considering the dynamic nature of integration and interdependence, the Baltic countries should probably count
on even further loss of sovereignty, as a price to be paid for the benefits to be received. From their perspective,
the potentially worst outcome would be a situation where small countries need to support and finance the policy
initiatives which are not in their favour, that would take away their vital resources and, finally, even harming
their economic competitiveness and security (as does, e.g. the standardization of energy policy or taxation).

At the same time, one could also follow the statement by Alan Milward who finds that “integration has always
been a political choice rather than an inexorable consequence of growing “interdependence” or some of other
functional factors” (Milward 2000). Thus, also further potential steps on the road of integration are inevitably
leading to some loss of sovereignty and hence could be interpreted as matters of political choice, what countries
have to make at the European level.
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