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CHAPTER 5

Economic Leaders: Hungary,
Czech Repubilic, Slovakia, and
Slovenia

Because they are smaller than Poland but share m, i
EU candidates, the four central European nogﬂ%owhww%mwwmﬁ%mﬂh
n?m_uw.mn encountered fewer economic problems in preparing for EU m
bership. In fact, they have the strongest and most competitive mnozoh__..:.
of Em ten eastern European applicants, Hungary, the Czech Republic mHmm
,.ﬁm.,mw.w_m.~ and Slovenia were all part of the Austrian empire :bEm.Em mmﬁ Mm
me m:.””ﬂ Mzmmﬂwjmn Today, they are closely linked economically to Ger-
Emowm . e Poland, they have also established stable democratic insti-
.>~ times, however, relations between these four
tries .rm<m . been strained because of the ?.mmm:MM ﬂﬂm%%ﬂdnm mw_m.h nn..m?
within their borders. Under pressure from the EU, many of these A_vmm o
have been dealt with, but some have cropped up again in the final e
of the accession process. ——
This chapter begins by examining some of th i i
aspects that are common to all or Emum* of these nM_HHMMH.HmmM.MVMMMEM
each of them individually and the transition they have mmﬁm‘ through wo
mﬂavmnm for _.mc HmEWmBEv. Finally, we try to predict what sort of role
ese countries will play in a united Europe.

In 1990, Hungary’s newi
0, ] y elected noncommunist prime ministe f
OMM_F M:@:m& the leaders of Poland and ﬂmmn:oaowm._am to the &&Mmmm
grad in northern Hungary to discuss common problems. Symbolicaliy,
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in Prague in 1991. In 1993, the Czech and Slovak republics severed their
federal ties, and the Visegrad Three became the Visegrad Four. They
formed a Central European Free Trade Area, which Slovenia joined in 1996.

Negotiations with the EU

The EU signed association agreements {called “Europe agreements”)
with the newly independent countries and provided aid under its PHARE
(Poland-Hungary: Actions for Economic Reconstruction) program. How-
ever, western European leaders were reluctant to invite these countries to
join the EU, especially at a time when they were intent on deepening their
econornic and political Union. In April 1993, the Visegrad leaders took the
initiative and issued a statement declaring their desire for full member-
ship in the EU. By pointing out the gap between EU leaders’ professed
support for the new democracies and their failure to open the door to
membership, they forced the heads of EU governments to respond.

At their Copenhagen summit in June 1993, EU leaders spelled out the
criteria that a country must meet in order to become a viable candidate for
Union membership: stable democratic institutions; the rule of law; protec-
tion of all human rights (including the rights of minorities); a market econ-
omy capable of competing within the EU; and support for EU laws and
policies including the goals of political, economic, and monetary union. In
1997, Poland, Hungary, the Czech Republic, and Slovenia were invited to
begin accession negotiations along with Cyprus and Estonia.!

Because of the undemocratic behavior of Slovak Prime Minister
Viadimir Meciar, Slovakia had to wait until 2000 to begin negotiations,
along with Latvia, Lithuania, Romania, Bulgaria, and Malta. However, all
of these countries except Romania managed essentially to catch up with
the first group by 2002. The Commission encouraged each of the central
and eastern European states to complete their negotiations as rapidly as
they could, and the EU promised that none of them would be held back by
the slowest ones. Thus, despite some initial coordination of their negotiat-
ing positions, each of the candidates tended to operate very much on their
own and often in competition with each other. For example, they each
negotiated separate deals with the EU on the issue of allowing foreigners
to buy farmland in their countries.? .

As table 5.1 shows, the five central European countries had the
strongest economies of all the candidates for EU membership, although
Poland’s per capita GDP was only slightly higher than that of the Baltic
states, Economic growth slowed in most of the candidate countries in
2001, partly because of the global economic downturn, but also because
reform programs faltered in some candidate countries. However, the out-
look for economic growth improved in 2002 as growth picked up in the
EU and as newly elected governments in several candidate countries
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Table 5.2
Inflation, Unemployment, Agricultural Employment, and Foreign Direct

Table 5.1
Central and Eastern European Countries: 2001 Economic Data

Population ~ GDP per EU Exports to Average
(millions) Capita average EU (%) GNP growth
(%) 1995-2000
5
Central Europe
Poland 38.6 8,700 39 69.9 5.4
Hungary 100 11,700 52 751 40
Czech Republic 10.3 13,500 60 68.6 0.6
Slovakia 54 10,800 48 59.1 42
Slovenia 2.0 16,100 72 638 4.0
Baltic States
Estonia 1.4 8,500 38 76.5 43
Latvia 2.4 6,600 29 64.6 a7
Lithuania a7 6,600 29 47.9 23
Eastern Balkans
Bulgaria 8.2 5,400 24 512 -1.7
Romania 224 6,000 27 63.8 22
Turkey 65.3 6,400 29 52.3
EU Average - 20,650 - - 40

Source: European Commission

revived the momentum of their economic reforms, The candidates had .
reoriented their trade toward the EU, and half of them were growing as -
fast or faster than the Union average.

As table 5.2 suggests, the eastern European states had greater instability
than the EU, which was reflected in higher rates of inflation. Unemploy-
ment rates also varied considerably among the candidates. Agriculture
provided a higher percentage of GDP in the central and eastern European
states than in the EU (and it employed a much higher percentage of the .
workforce in the candidate countries).

Foreign Investment

An important reason for the successful economic transition of most of -
the candidate states was that they attracted substantial foreign invest-
ment, which made up for a severe shortage of domestic savings. The expe-
rience of previous enlargements indicates that the eastern Europeans -
could expect a very substantial increase in foreign investment in the first ;

Investment in 2000

Inflation  Unemployment Agriculture  FDI (% of
Central Europe (%) (%) (% of GDP) O%wav
Hungary 10.0 6.4 6 29
Czech Republic 39 8.8 6 @.c
Slovakia 121 18.6 5 E.m
Slovenia 8.9 70 - n/a H.c
Poland 10.1 16.1 n/a m.w
Baltic Stateg
Estonia 39 13.7 5
Latvia 2.6 14.6 7 Mw
Lithuania 0.9 16.0 14 u.a
Eastern Balkans
mc_mml.m 10.3 16.4 23 7.1
Romania 45.7 7.1 15 N.m
Turkey 549 6.6 15 o.m
EU Average 25 2.0 2 10.0

Note: m..m:ﬁm for agriculture as a percentage of GDP are for 1998 and were taken from The
mno.waiar Pocket Europe in Figures (London: Profile Books, 2000}, 50. The figures cited above
as “EU Averages” were calculated by the author on the basis of data in the same volume.
Source: European Commission .

Mmrﬁ Mmmum or so after joining the EU because of increased investor confi-
ence.

In fact, in some of the candidate countries, foreign investmen
already increased sharply by 2002 in anticipation of mammuwmu.ﬁ:». For waﬂﬁw
_u._m‘. Poland and the Czech Republic were each expected to receive about $7
cE._o:. from foreign investors in 2002. Although wages were still much
_ns.ﬁ in .m.ﬁ candidate countries than in western Europe, major corpora-
tions realized that they would catch up with western wages in five to ten
years, m._ba this was no longer the main reason why they were investing in
the region. While the availability of skilled workers was an important factor,
s&m.ﬁ really attracted manufacturers to the region were factors like the no_._“
venience of being near companies that produced components for their
products and also the fact that they could market their products locally?
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Varying Approaches

All of the candidate states recognized the importance of foreign invest-
ment, but some of them had become more selective about the kinds of
investment they wanted to attract. During the 1990, the m.ﬂo<m:mm~.~ gov-
ernment was the most cautious of the ten candidates about allowing its
successful companies to be bought by foreigners, but in 2002, they
launched a major privatization program. The Czechs m:m Slovaks were
among the most eager to attract foreign investors. The Polish government
elected in September 2001 indicated that it was not very _.smﬁuM about the
policies of foreign-owned banks in Poland, and they also considered con-
solidating some of Poland’s remaining state enterprises, such as steel-
works, and keeping them as state companies.”

Increasing Nationalism

The Hungarian government of Viktor Orban had somewhat similar
ideas about developing the state sector of the economy. >:ro¢mr O_&m:
lost the April 2002 election (by a narrow margin) in Hungary, r_m.smso_.am_-
istic rhetoric was echoed by a number of other political leaders in central
and eastern European countries. In 1999 and 2000, Eurobarometer polls
sponsored by the Commission showed declining public support for EU
membership in many of the candidate countries, which was mirrored by
declining support for the eastern enlargement in EU countries.® o

More than likely, people in the candidate countries were beginning to
realize that EU membership meant losing some of their hard-won sover-
eignty. They were also finding that the financial costs of membership
tended to be front-loaded, while the benefits were spread over a longer
period. In many of the eastern European countries, allowing foreigners
(i.e., citizens of other EU countries) to buy their precious m.sn:.;mbm was a
deeply emotional issue. Another expression of ﬂmzn.imrmﬂ._ﬂmﬂm_:&nm
against ethnic minorities—was exploited by extremist politicians, mﬂ.n
even by a few supposedly mainstream politicians such as Viktor Orban in
Hungary/

The Roma Minority

Discrimination against the Roma (as Gypsies prefer to be called) is a
social issue common to Hungary, the Czech Republic, Slovakia, Poland,
Romania, and Bulgaria. The Roma, who are estimated to number between
five and ten million worldwide, live in every part of Europe, but the

largest numbers are found in countries of central and eastern Europe, the *®

Balkans, and former Soviet republics. Romania and Hungary are each
home to approximately half a million Roma. An estimated one hundred

Economic Leaders: Hungary, Czech Republic, Slovakia, and Slovenia 71

thousand live in the Czech and Slovak republics, mainly concentrated in
Slovakia, and there are much smaller numbers of Roma in Slovenia.®

Meost of the Roma living in Europe have given up their traditional
lifestyle of traveling about in caravans, but they have generally met with
active discrimination wherever they have tried to settle. At least half a mil-
lion Roma were murdered by the Nazis during World War IL. Their eco-
nomic condition may have gone from bad to worse since the collapse of
communism, because they tended to have at least marginal jobs under
commuinism, while now very large numbers are unable to find any work
atall.

While they are determined to maintain their ethnic identity, the Roma in
central Europe have been largely unsuccessful in uniting to advance their
political and economic interests. However, that may be changing. In May
2002, representatives of thirty Romany organizations met in the Polish city
of Lodz to try to unify their efforts to improve their condition. Lodz was
selected as the site for the meeting because during World War 11, the Nazis
gathered two hundred thousand Jews and five thousand Roma in a ghetto
at Lodz, and nearly all died there or were sent to death camps.®

Fearing a wave of Roma immigration after the candidates join the
Union, EU member states have urged the eastern countries to adopt laws
banning ethnic discrimination and to implement programs to improve the
education, housing, and job opportunities for Roma. Hungary and the
Czech Republic have made the most progress in this regard. In Hungary,
for example, the first Roma radio station in central Europe began broad-
casting in 2002.'° With fewer resources, Slovakia, Romania, and Bulgaria
have outlawed ethnic discrimination, but they have only begun to imple-
ment social programs to aid the Roma. It is generally recognized that it
will require a sustained effort over many years to deal effectively with
their plight in all of these countries.

HUNGARY: A KEY PLAYER IN CENTRAL EUROPE

To understand Hungary’s current relations with its neighbors, it is
essential to know something of its history. The Magyar (Hungarian) peo-
ple migrated from Asia eleven centuries ago and have survived numerous
invasions. The Turks occupied most of Hungary from 1526 to 1686 before
being driven out by the Austrians, who then dominated Hungary for the
next two centuries. In 1867, Hungary reached a compromise with Aus-
tria that made Hungary a power in its own right within the vast Austro-
Hungarian Empire. Budapest became one of Europe’s most opulent cities,
but Hungarians created deep resentment by trying to impose their culture
on ethnic minorities such as the Serbs, Croats, Romanians, and Slovaks.

Hungary was on the losing side in World War 1, and was forced to sign
the Treaty of Trianon in 1920, ceding control of a third of its population
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and two-thirds of its territory to neighboring countries. Eighty years later,
the presence of large Hungarian minorities in Romania and Slovakia was
still a major issue in its relations with those countries and to a lesser
degree with Serbia.

In World War II, Hungary's autheritarian ruler, Admiral Horthy, sided
with Hitler in order to regain the lost territory. Heavy casualties suffered by
Hungarian troops on the eastern front and forced labor at home caused
Horthy to try to declare Hungary neutral in 1944. To prevent this, the Nazis
invaded and set up the fascist Arrow Cross Party, which carried out a reign
of terror against the large Jewish and Roma minorities. Soviet “liberating”
forces fought a long battle with the Nazis that left Budapest in ruins.

Soviet Period

Soviet occupation forces installed a Hungarian communist regime that
was brutally Stalinist. This led to the 1956 uprising by Hungarian students
and workers, which was crushed by Soviet tanks. However, under the
communist regime of Janos Kadar, who ruled Hungary for the next three
decades, Hungarians were allowed some leeway to engage in private
enterprise, although the economy was basically state controlled. By 1989,
the Hungarian Communist Party was weakened by internal conflict, and
quickly yielded its monopoly on political power when noncommunist
political groups demanded the right to take part in public life.

Foreign Minister Gyula Horn opened Hungary’s western border in Sep-
tember 1989 and allowed sixty thousand East Germans (who had come to
Hungary as tourists) to cross into Austria. This event helped precipitate
the final collapse of communism throughout central and eastern Europe.
After Hungary's first free elections in 1990, a center-right government
took office, but it failed to cope with a severe economic crisis, including
massive inflation and public debt, plus the collapse of eastern markets for
Hungary’s exports.

The reformed communist party won the 1994 election and Gyula Horn,
who was foreign minister in 1989, became prime minister. After a faltering
start, this government imposed a tough economic reform program. They
raised taxes, cut welfare spending, reduced the public debt and inflation,
and privatized many state companies. These liberal policies were vital to
long-term economic recovery and growth, but initially they led to a 9 per-
cent drop in household incomes. Living standards began to recover in
1996, and economic growth averaged 4 percent a year for the next five
years, Prime minister Horn’s government also began to resolve outstand-
ing differences with Hungary’s neighbors, including the status of Hun-
garian minorities living in those couniries.

As a result of these achievements, in 1997 Hungary was invited to join
NATO, and in the following year it began negetiations to join the Euro-

Economic Leaders: Hungary, Czech Republic, Slovakia, and Slovenia 73

pean Union. However, the Horn government lost the 1998 elections
ﬂmnmsmm its austerity measures were highly unpopular. The new center-
right government led by Viktor Orban’s Fidesz Party continued most of
Horn's liberal economic reform policies, which were essential to qualify
for EU membership, but the EU criticized the government for its efforts to
control the media and for using a state-controlled bank to privatize state
companies without revealing the terms of the deals. Orban also hinted at

a willingness to ally his party with the far-right Justice and Life Party,
which was anti-EU and anti-Semitic.

Hungary’s Status Law

The most controversial aspect of Orban’s leadership was his provoca-
tive nationalism. He kept neighboring governments on edge by hinting
that, after they ail joined the borderless EU, Hungary would effectively
control the areas of their countries peopled by ethnic Hungarians.! In
June 2001, he enacted the so-called Status Law, making ethnic Hungarians
in neighboring countries eligible for social benefits funded by Hungary.
The law also provided these people with Hungarian identity documents
and allowed them to work three months of the year in Hungary. However,
because it applied only to ethnic Hungarians, it violated an EU law
against discrimination and had to be amended so that it did not apply to
the seventy thousand ethnic Hungarians living in Austria, Hungary’s
only EU neighbor. Once Hungary's other neighbors enter the EU, it will
presumably no longer be legal to discriminate in favor of ethnic Hungari-
ans in those countries either.

The Commission told Hungary that some of the provisions of the law
“apparently conflict with the prevailing European standard of minority
protection.” Therefore, Hungary was directed to reach agreement with its
neighbors on the matter and bring its law into conformity with EU law
and standards of minority protection before joining the Union.2

Socialist-Free Democratic Government

The Socialist Party won the April 2002 election and formed a coalition
with the Free Democrats, the same partners with whom they had insti-
Ewma most of Hungary’s free-market reforms. Peter Medgyessy, the new
prime minister, had served as finance minister in the earlier coalition.
Although the Socialists had voted for the Status Law, they took a much
more conciliatory line than Viktor Orban had toward Hungary’s neigh-
woh.m\.mnn_ Medgyessy's victory was greeted with relief in those countries.
Coming seven months after a similar center-left coalition won election in
Huow.mbnr it also contrasted with the trend toward center-right electoral vic-
tories in many of the countries of western Europe.
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Accession Negotiations

Among the issues that Hungary had to deal with in the final stages of
the accession negotiations were fiscal stability and corruption. During its
last weeks in office, the Orban government signed agreements to finance
large amounts of highway construction and a new Budapest metro line.
The Socialist Party criticized the way these contracts were awarded, and it
planned to investigate corruption under the previous government, but its
own election program promised increased social benefits and public-sector
wages, as well as tax cuts.”?

The new government would undoubtedly also add some of its own
people to the boards controlling state-owned public service broadcasters.
The Commission had criticized the previous government for appointing
only members of Orban’s Fidesz Party to these boards. Finally, the
Medgyessy government had to get the best terms possible on the last
negotiating chapters on agriculture and regional aid, or they could expect
strong criticism from Euroskeptic parties. The government coalition had a
majority of only twenty votes in the Hungarian parliament.

THE CZECH AND SLOVAK REPUBLICS

The Czech Republic includes the old provinces of Bohemia, Moravia,
and Czech Silesia, which are often called the Czech Lands. Prague, the
capital, became the seat of the Holy Roman Empire in 1355, and in the

1700s, the Czech Lands became part of the vast Austrian empire, which -

lasted until Austria’s defeat in World War L

In 1920, the victorious Allies created the Republic of Czechoslovakia, .

made up of the Czech Lands and Slovakia. Prague was the capital, and the
Czechs dominated the country politically and economically. Czechoslova-
kia offered a rare example of democracy in central Europe between the
two world wars, but the Slovaks came to resent Czech domination, as did

the Sudetan German minority in Bohemia. When Hitler’s Nazi armies

invaded Czechoslovakia in 1938, they annexed the German-inhabited
areas and occupied the rest of the Czech Lands, but the Nazis allowed
right-wing nationalists to run Slovakia until almost the end of the war,
when the Slovak people rebelled.

Expulsion of Sudetan Germans

After Soviet armies liberated Slovakia and the Czech Lands, the Repub-
lic of Czechoslovakia was restored. Under what became known as the
“Benes decrees,” 3.5 million Sudetan Germans were expelled to Germany
and Austria. After being ignored for decades, their cause was taken up in
2002 by some German and Austrian politicians, who demanded that the
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Wwﬂmmowﬂnmaﬂw WW scrapped as a condition for the Czech Republic’s admis-

The Czech government refused to make any such gesture “under pres-
sure,” and the situation was inflamed by Czech Prime Minister Milos
Zeman, who described the expellees (many of whom were children) as
traitors to Czechoslovakia and Hitler’s fifth column. However, Zeman did
not seek reelection in June 2002, and Commissioner Verheugen helped to

move the issue out of the limelight after the German and Austrian elec-
tions later in the year.1

Communist Period

. With Soviet support, Czech and Slovak communists ruled Czechoslova-
kia b,oa.z 1948 to 1989. Communism brought a major transformation of the
mwcﬁ_wﬁd economy, with a large percentage of the workforce moving
from agriculture to jobs in the new industrial sector that specialized in
manufacturing arms. However, the Czech Lands, which began the post-
war period with well-established industries, failed to keep pace with
western technological advances. The communist regime isolated Czecho-
m_o<Mme mmoﬂ. *TMMS@E and focused on the production of low-quality
goods for Soviet bloc consumption. E i i
B oYt SRS P conomic growth slowed and finally

During the spring of 1968, Prime Minister Alexander Dubcek called for
a more humane brand of socialism, but the “Prague spring,” as his move-
ment was called, was soon crushed by Soviet bloc military forces. In
Zod.\ms:u.ma 1989, the spirit of rebellion that brought down the noEBc..E.wﬂ
regimes in Poland, Hungary, and East Germany reached Czechoslovakia.
.gmmm demonstrations were touched off in Prague by acts of police brutal-
ity, m.:a two brief general strikes caused the regime to panic and allow the
election of a federal assembly. In December 1989, this body chose Vaclav
Havel, a charismatic playwright and political dissident, as president.

In June 1990, the first free national elections were won by Civic Forum
an umbrella organization that included most of the m:mnon:‘b:amm
groups. Vaclav Klaus, the conservative finance minister, subjected the
country to three years of “shock treatment” economic reform. The cost
of imports increased sharply, wages were controlled by the govern-
ment, and living standards fell. Nevertheless, Klaus emerged as leader
of the Czech Lands after the 1992 election, and the extreme nationalist
Vladimir Meciar won in Slovakia. They were unable to agree on any
common program for the Czechoslovak federation except to dissolve it
so on January 1, 1993, the Czech Lands became the Czech Republic S.:r\

its capital at Prague, while Slovakia gained its independence with Brati-
slava as its capital.
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Vaclav Klaus continued as prime minister of the Czech Republic from
1993 to 1997, and his program of privatizing state enterprises brought
mixed results. In some cases, strong western corporations bought Czech
firms like Skoda and invested enough capital to make them profitable, but
the managers of some state enterprises stole their most valuable assets, a
practice known as “tunneling.” Prime Minister Klaus’s party was linked
to these scandals, and he resigned in 1997. His successor, Social Democrat
Milos Zeman, was a member of the opposing party and could only govern
because Klaus’s party agreed not to unseat him. This arrangement was
unpopular with Czech voters.\” Nevertheless, Vaclav Klaus was elected by
the Czech Parliament to succeed Vaclav Havel as president in 2003.

F

SLOVAKIA EMERGES AS AN INDEPENDENT STATE

Although the Slovak people have enjoyed only brief periods of political
independence, they are united by devotion to their national culture. World
War I, which ended centuries of Hungarian domination, was a major turn-
ing point in Slovakia’s history. The Hungarian overlords who ruled m_n:.\m-
kia in the Austro-Hungarian Empire generally treated their subjects with
disdain, and relations between the two peoples have only gradually
improved in recent years.

Slovak cultural nationalism took hold in the nineteenth century under
L'udovit Stur and other great writers. Slovak nationalism also flourished
among the large numbers of Slovak immigrants to the United States, who,
along with Czech immigrants, petitioned President Woodrow Wilson dur-
ing World War 1I to support their countries” independence and partlyasa
result, Czechoslovakia was created in 1920 with its capital at Prague and
with Slovakia playing a secondary role in the new republic.

During World War I, Nazi Germany dismembered Czechoslovakia and.
allowed the Slovaks to form a fascist state run by the clergy, but an anti-
Nazi resistance movement aided Soviet forces that liberated the country.
As a reward, Slovakia’s status was increased when Czechoslovakia was
reconstituted after the war, but the Czech Lands were still dominant.
Under communist rule, Slovakia was transformed from a farming country
into a major producer of armaments, and Slovak living standards began to
approach parity with the more urbanized Czech people. O_.ﬁ result of the

“Prague spring” liberalization in 1968 was that Slovakia gained equal sta-
tus with the Czech Lands in a federal arrangement.

Slovakia Since 1989

In the first free elections after the collapse of communism, Viadimir
Meciar became prime minister of Slovakia in 1992, and the country sev-
ered its ties with the Czech Republic in 1993. Meciar dominated Slovakia’s
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political scene for the next six years. During this time, he was a major
obstacle to political and economic reform, and he encouraged intolerance
of ethnic minorities in the country. He was criticized, at home and abroad,
for his abuse of political opponents and frequent resort to undemocratic
tactics. For example, he was believed to have ordered the bizarre kidnap-
ping of the son of his main political rival, President Kovacs. As a result, the
mM ammwmmm to consider Slovakia’s application for membership until he left
office.

In 1998, Meciar was defeated by a broad coalition of parties led by
Mikulus Dzurinda, a marathon runner who announced his aim of catch-
ing up as quickly as possible with Slovakia’s neighbors in the race to join
the European Union. Dzurinda instituted far-reaching political and eco-
nomic reforms and improved Slovakia's relations with its neighbors,
including Hungary. In December 1999, EU leaders invited Slovakia to
begin accession negotiations, and by November 2001, Commissioner Ver-
heugen was able to report that Slovakia was rapidly creating the necessary
administrative capacity and an independent judiciary. Twelve hundred
new civil servants were recruited and trained in 2002 to work on Euro-
pean integration matters.”” These were very impressive achievements for
a small country with such a limited history of self-rule.

The main cloud on the horizon, as far as Slovakia was concerned, was
the September 2002 election. Polls in the first half of the year indicated that
Vladimir Meciar might regain power as prime minister. Although in 2002
Meciar claimed to be a strong supporter of democratic values and Buro-
pean integration, NATO and EU officials had threatened to block Slovakia
from joining both organizations if he returned to power?® However, the
parties opposed to Meciar won enough seats to form a coalition govern-
ment, which was again led by Mikulus Dzurinda.

SLOVENIA: THE FIRST BALKAN STATE TO JOIN THE EU

With two million people, the Alpine nation of Slovenia is the smallest of
the former communist candidates except for Estonia, and it is aiso the
richest. The Slovenes are a Slavic people, mainly Roman Catholic, with a
strong western heritage. An EU official recently described Slovenia as “a
small, uncomplicated country for the EU to absorb,” but while polls show
that the people are eager to join the EU, they do not like the idea of being
“absorbed.”?

Slovenia has known only a few years of full independence. For nearly
six hundred years, the country was part of the Austrian empire. When the
map of Europe was redrawn after World War [, Slovenia was included in
what came to be known as Yugoslavia. After World War I, Yugoslavia was
feconstituted as a communist federation under Marshal Josip Broz Tito,
but Slovenia’s communist regime was more liberal than those of other
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Yugoslav republics. A wide range of quality products from skis to kitchen
appliances were manufactured in Siovenia mostly for the western Euro-
pean market. . .

In July 1991, Slovenia gained its independence after a brief battle E&u
the Serb-led Yugoslav army. For most of the 1990s, former communist
leader Milan Kucan served as president of Slovenia, and EBWN Drnovsek
was prime minister. Just before the Copenhagen EU summit in _Umnm:.%mu.
2002, Drnovsek was elected president, having led Slovenia to membership
in the EU and NATO.

Foreign Investment

Although Slovenia has received less foreign investment per capita than
any of the other eastern European candidates, the economy has grown at
an annual rate of about 4 percent. This reflects the country’s _.mmm*:_«mq
high rate of domestic savings, and the fact that Slovenia was less in need
of tech transfer than the other candidates because it has been wnoacn:ﬁ.mz
along for the western market. The people of Slovenia have been worried
about becoming a “colony” if foreign corporations are allowed to buy up
their assets indiscriminately. S

Nevertheless, in 2001, the government launched a major privatization
program in which it planned to sell shares in the two F.Hmmmn @mzrm‘ E_m
main insurance company, the telecom utility, and a ﬂ.:bm.om 5&53&
assets, including the national steelworks. According to the mbmu.ﬁm minis-
ter, because the country’s fiscal base was sound, its main objective was to
improve the competitiveness of these establishments.”

Slovenia’s Balkan Presence

While maintaining control over its own economy, Slovenia has _ummn. a
major investor in neighboring Bosnia. The appearance of .m.zw red and white
logo of Mercator supermarkets in Sarajevo and other cities mw._oimn that
Bosnia was on the mend after years of ethnic warfare. Slovenia was also
training treasury officials from several Balkan nations and dmw?bm tosetup
a new stock market in Sarajevo. Slovenia sent a anrmENm.n_ army com-
pany to serve with the NATO peacekeeping forces in Bosnia, and .m_o<m.
nia’s de-mining operation was one of the largest in former Yugoslavia.

WHAT SORT OF EU MEMBERS WILL THEY BE?

Like Poland, the four smaller central European candidates will support
closer European integration, but they will also want to preserve .E.m__.
national identities. Thus, they are likely to side with countries like Britain,
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Austria, and Denmark that prefer the intergevernmental approach to
decision making. Nevertheless, they look forward to the financial stability
that is likely to result from adopting the euro currency, and they wili be

more than willing to play their part in programs to protect the security of
Europe.

Allied with the Commissien

During the long accession process, these central European countries
have worked closely with Enlargement Commissioner Gunter Verheugen
and his staff. They have come to regard the Commissicn as their ally in the
accession process, because the Commission has supported enlargement
more consistently than many of the member states. Also, the Commission
has traditionally been seen as the protector of small states’ interests, espe-
cially when the large ones seek to form a directorate to run the EU.

The Visegrad states are taking part in the debate over Europe’s future con-
stitution, but they have not caucused as a group, and their powers to influ-
ence the process will be limited until they become full members. They will be
net recipients of EU funds for at least a few years after joining the Union, but
some of them will become net contributors before very long. They are likely
to ally themselves with Germany on most issues that come before the Coun-
cil of Ministers because their ties with Germany are extensive.

In foreign affairs, Hungary, the Czech Republic, Slovakia, and Slovenia
will favor eventual EU membership for the countries of former Yugoslavia
and Albania. As of 2002, they saw NATO as indispensable to Europe’s
security. They also supported the EU’s security and defense policy, but
only if it did not conflict with NATO’s mission. If the EU continues to take
over the Balkan peacekeeping role from NATO, this may cause the Viseg-

rad states to rethink the relative importance of the EU and NATO for Euro-
pean security.
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CHAPTER 6

Estonia, Latvia, and Lithuania

Because of their countries’ location and long history of Russian domina-
tion, the leaders of Estonia, Latvia, and Lithuania sought the security of
EU and NATO membership and a chance to help shape Union polic
.ﬁc.iﬂamﬂwﬂmmmm W EM umm—.m ahead. At the end of 2002, they were invited »M
join bo e EU and NATO, an ia di i is hi
e e d Russia did not actively oppose this his-
UE.Em the cold war years, the three Baltic states were completely inte-
grated into the Soviet economy and political system unlike the other cen-
tral and eastern European candidates for EU membership. When the,
am&mnm@ their independence in 1990, Moscow used military force mbw
econonuc pressures to try to stop them. President Yeltsin supported their
Gamvmhmmzn@ but he ranted against their treatment of Russian minori-
ties. After President Putin’s election, he and EU leaders began to cau-
ao&.q mmm._ their way toward a much broader EU-Russian relationship,
M%M __M.w.s,_.:nr the Baltic states and Kaliningrad might have a special role
.H.,rm .&m:.bn» national identities of the Baltic states were formed over cen-
:.Emm..: which there was little contact between them. In the Middle Ages
m.mﬁoE.m and Latvia were conquered and Christianized by the Om:mwnﬂ
Livonian HO..:m—:m. To avoid being overrun by that military and religious
Mu-..n_mh the H:T:.mbmmbm formed a strong, unified state, which became the
m.__ammmﬁ country in Em&mww_ Europe, stretching southward all the way to
8 an mmmnﬁwmam%o%mﬁw M the 1700s, Tzar Peter the Great conquered the
: 2 espite frequent att i in gai
ing their F&mﬁmﬂﬂmme chchHm. Pt they did not succeed in gain-




