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CimoHa YyrypaH

KaHOMOaT eKOHOMIYHMX HayK, dhakynbTeT eKOHOMIYHUX BiOHOCKH, YHIBEpPCUTET eKOHOMIKM B BpaTtucnasi,

CnoBaubka Pecny6bnika

EkoHOMi4Hi acnekTn po3BuTkKy ®iHNAHAITI B KOHTEKCTi cniBpobiTHMUTBa KpaiHu 3 HATO

AHoTauifA. Y cTaTTi gocnigkyeTbcA npobnemartuka iHTerpadii 4O TpaHcaTnaHTUYHUX CTPYKTYp 6e3neku. Ha npuknaai ®iHnaHai
BU3HA4YEHO PO36iKHOCTI Yy No3uuiax KpaiH [iBHIYHOT €Bponu WOA0 NUTaHHb iHTerpawii, a TakoX NoniTMkM 060poHN N 6e3neku.
Y cTaTTi BUCBITNEHO MUTaHHA MOXMBOro dneHctea ®PiHnaHaii B HATO. 3 ypaxyBaHHAM €KOHOMIYHWMX acheKTiB BU3HAYEHO
[eKinbKa niaxoais, AKi € nepeaymosoto AnA BCTyny PiHNAHAIT 40 anbAHCY.

3aknoyHa YacTnHa npucBAYeHa eKOHOMIYHMM acnekTam po3BuTKy QDiHNAHAIT 3 ypaxyBaHHAM ii ekcnopTy. [MpoaHanizoBaHo
cTarHauito ekoHoMiku PiHNAHAIT Ta BMAMB LbOro hakTopy Ha 3MEHLIEHHA BUTPaT KpaiHn Ha 060POHY.

Knto4yosi cnosa: ®iHnAHAiA; BiicbkoBi BUTpaTy; iHTerpauia; HATO; Teopia KONEKTMBHOI 6e3nekn; eKOHOMIKa; eKCnopT.

CumoHa YyrypsaH

KaHAauaaT 9KOHOMUYECKMX HayK, dhakynbTeT MeXAyHapoaHbIX OTHOLWEHUA, YHUBEPCMTET 3KOHOMUKY B BpaTtucnase,
CnoBaukanA Pecny6nuka

EkoHoMUYeckue acnekTbl pa3Butua ®UHNAHAUN B KOHTEKcTe huHckoro coTpyaHudectsa ¢ HATO

AHHOTaumA. B cTtatbe paccmartpuBaloTcA NpobnemMbl MHTEerpaumMn B TpaHcaTnaHTU4eckue CTPYKTypbl 6e3onacHocTu. Ha
npumepe OUHAAHANM PaCCMOTPEHbI pasnnyna nosvumin ctpaH CesepHoi EBponbl B BONpOcax MHTErpauuy, a Tak>ke nonmTuku
060poHbI 1 6esonacHocTn. Ocoboe BHUMaHWE yaeneHo BONPOCY BO3MOXHOro npucoeamHennsa duHnaHaum Kk HATO. C yyeTom
3KOHOMMYECKMNX acneKTOB OnpeaesieHo HECKOMNbKO NOAXOAO0B, ABMALMXCA HEOOXOANMbBIM YCIOBUEM AN1A BXOXAEHUA OUHNAH-
Ovn B anbAHC. 3aknoynTenbHaA YacTb CTaTbu MOCBALLEHA 3KOHOMUYECKMM acnekTam ¢ y4eTOM 3KcnopTa cTpaHbl. B ctatbe
npoaHanManpoBaHa ctarHauma (OUHCKON 3KOHOMMKN 1 €€ BIMAHUE Ha COKpaLleHne pacxoaoB Ha 0O60POHY.

Kniouesble cnoBa: OMHNAHAMA; BOEHHblE pacxodbl; uHTerpaumAa; HATO; TeopmA coBMeCTHOW 6€30NacHOCTM; SKOHOMMUKA;

JKCMOPT.

1. Introduction

Both foreign and domestic policies are influenced by the
country’s position on the international arena. The approaches,
which are taken by countries regarding the international policy,
become part of national identity. The active attitude within inter-
national policy as well as promotion of the so-called social or
soft power is typical for Nordic countries (Burclik, M., Havlik, V.,
& Pinkova, 2011) [2]. Their engagement in defence and securi-
ty structures is also determined by position of the North Euro-
pean countries during the Second World War. The elaboration
of a common defence pact during that period of time failed and
each of the countries from the Nordic region showed a different
attitude regarding the matter of their own defence and securi-
ty. Finland was constrained to cooperate with the Soviet Union,
which influenced its position on the international arena, as well
as its possibility of integrating into international alliances for a
very long time. However, nowadays, after 70 years of piece with
Russia the issues of military and economic security for Finland
have become vital again (Cronberg, T., 2014).

2. Brief Literature Review

The principal source for the paper is the political theory by
Olaf F. Knundsen described in his work known as «Cooperative
Security in the Baltic Sea Region».

Another source of relevant information was official data
from the Ministry of Defence of Finland and statistical data re-
lated to Finnish foreign trade focusing on exports, as well as
opinions of such scholars, as Wijk (1998), Salonius-Pasternak
et al (2007), Raimo Vayrynen (2009), Burclik, Havlik, & Pinkova
(2011), Adashkova, Kazansky, & Kukharchik (2012).
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3. Purpose

Based on the cooperative security theory by Olaf F. Knund-
sen, we will conduct an analysis of Finland’s defence and se-
curity policy. Subsequently, by applying cognitive methods, we
will find out how a proportion of financial resources influences
the country’s preparedness for the integration into transatlan-
tic security structures.

4. Results

1.1 Cooperative security

North Atlantic Alliance played a very important role within
the international environment during the Cold War. The organi-
zation sought collective defence and became some kind of mi-
litary counterpart to the Soviet Union. At the same time it was
granting a military security to all of its members.

After the collapse of the Socialist Block in the 80s and 90s
of the 20" century, there was a new geopolitical world’s or-
ganization. The former bipolar system became unipolar, which
caused the change of the global system of international rela-
tions. The role and the status of NATO at the international are-
na changed significantly, therefore it was necessary to create
a new concept, which would completely reflect existing inter-
national reality.

Rob de Wijk highlighted that NATO’s successful adaptation
has no precedents. History shows that once victory has been
won, traditional military alliances disappear (Wijk, 1998) [17].

On the other hand, NATO was able to transform a tradi-
tional military alliance aimed at collective defence into a poli-
tical and military organization based on a successful partner-
ship for security.
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NATO has developed itself so much that nowadays it is
trying to solve the crises peacefully and to prevent conflicts
(Adashkova, Kazansky, Kukharchik, 2012) [1].

The task of creating a new concept, which would be effec-
tive in new international conditions, has appeared. This issue
refers to a cooperative security.

Overall, the concept of cooperative security seeks to over-
come the security approach which is based on accumulation
of military power and primary considers sufficient volume of
security insurance to possible military aggression from abroad
(Krizh, 2008) [9].

Hence, it is about overcoming the traditional perception of
security. The system of international relations should be based
on cooperation, which will lead to international security. The
instruments of cooperative security must be accepted by the
whole international community.

The cooperative security mechanism is an open system
which is available for all of those who accept it.

Many of the authors who are looking into the security is-
sues have developed alternative cooperative security concep-
tions.

To conduct our scientific work, we chose the Olaf F. Knund-
sen’s theory as a theoretical guideline. In his work titled «Coope-
rative Security in the Baltic Sea Region», the author perceives
cooperative security as the policy of a government or some or-
ganized group, according to which conflicts are attempted to be
solved by non-violent means and through dialogue. The princi-
ple of cooperative security is not the power renouncement and
power threat, but an active effort to find practical ways of solving
crises and their prevention (Knundsen, 2008) [7].

O. F. Knundsen does not deny the existence of military ca-
pacities, but there must be willingness to negotiate with the
party against which it could be used. He narrowed the concept
of cooperative security to the method of the negotiations of the
two alienated parties.

He identified the Baltic Sea Region as the one, where those
negotiations are really happening. The position of the Alliance
is changing in the context of new challenges and new securi-
ty agenda influenced by climate changes, energy dependency
and power redistribution within international relations. Despite
this, in the sphere of defence and security, it is the only unique
and irreplaceable structure that performs tasks, which indivi-
dual countries wouldn’t be able to perform.

«Unique in history, NATO is a security Alliance that fields
military forces able to operate together in any environment; that
can control operations anywhere through its integrated military
command structure; and that has at its disposal core capabi-
lities that few Allies could afford individually». (Strategic Con-
cept, 2010) [14].

The Alliance is determined by political and security deve-
lopment beyond its boundaries and is able to influence it. The
support of international security through mutual cooperation is
coming to the fore. The position of NATO is specified by its mi-
litary as well as economic power, which is becoming dominant
in the current international relations.

NATO needs sufficient resources (financial, military and hu-
man) to carry out its missions which are essential to the secu-
rity of the Alliance’s population and territory. Such resources
must, however, be used in the most efficient and effective ways
possible (Strategic Concept, 2010) [14].

1.2 Political-historical development of Finland and its atti-
tude to the integration

In the course of its historical development, Finland was part
of its neighbours’ territories: the Kingdom of Sweden from the
west and the Principality of Novgorod from the east.

During the 14" century, the Kingdom of Sweden was much
stronger, therefore it got a huge part of what is now Finland’s
territory, except Karelia which passed to Novgorod.

«Inhabitants of Finland were Swedish citizens with all the
rights and duties. They were paying taxes, serving in the army
and voting the deputies» (Kmochova, 1993) [8].

The position of Finland changed in 1809. It became part
of the Russian Empire as a principality. Finland was granted
wide autonomy and it was developing relatively by itself. Such
a state remained until 1917.
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Constant supremacy during the whole period of its histori-
cal and political development was indicated as a permanent ef-
fort of Finland to become independent.
Finland became independent in 1917, although only partially,
as it had to fight for its independence against the Soviet Union.
During the Cold War, Finland was in political isolation due
to the influence of the Soviet Union. Neutralism was a politi-
cal instrument, thanks to which Finns remained resistant to the
pressure from the Soviet Union (see Kukharchik, Chuguryan,
2014) [10].
Finland’s foreign policy was dependent from the Soviet
Union until its break-up. Despite of this, Finland maintained
good relations with the east and was actively integrating into
the economic realm of Eastern European structures.
After the break-up of the Soviet Union, Finland formally
kept to its neutralism, however, when compared to Sweden,
the independence of Finland was more the «product of coinci-
dences» than the part of the national identity (Burclik, Havlik,
Pinkova, 2011) [2].
In modern times, threat of Russian invasion into Baltic Sea
region or annexation of Finnish territories move Finnish (as well
as Swedish) politicians and society towards the idea of closer
integration and further possible membership in NATO'.
Based on the listed facts, we presume that Finland’s inte-
gration into NATO is not excluded in future.
1.3 Pros and Cons of Finland’s joining NATO
Nowadays, Finland closely cooperates with the Alliance and
participates in its activities, as well as in NATO’s Partnership for
Peace Program and a wide range of security and peace initia-
tives.
The exact framework of relations between Finland and
NATO is established in an Individual Partnership and Coope-
ration Program.
Based on the government’s statement about the security
and defence policy, Finland’s membership in NATO is conside-
red a possibility which should not be overlooked (Finnish Se-
curity and Defence Policy, 2009) [5].
Very interesting is bilateral cooperation between Finland
and NATO within the civil defence area. Both parties commit-
ted to provide assistance in case of serious disaster or catas-
trophe.
Lately, Finland’s possible accession to the North Atlantic
Alliance has been one of the most discussed themes among
the country’s population and political leaders. Considerations
about possible Finland’s integration into NATO have been get-
ting even more intensive recently, mainly at the beginning of
2014, after the annexation of Crimea by the Russian Federa-
tion (see Zubro, 2014) [18].
Increased Russia’s military activities in the Baltic Sea Re-
gion also contribute to such considerations.
It has resulted in the intensification of cooperation between
Sweden and Finland in the defence sector. Both countries
agreed to permit mutual access to their naval bases and to or-
ganize joint submarine manoeuvres .
In fact, most of the Finnish population declares the nega-
tive attitude towards Finland’s NATO membership.
«The support for accession is about 25 per cent in Fin-
land. However, more than half of the respondents consider
Russia as a threat. Over the past few months, Kremlin has
been playing into the hands of joining followers». (Matishak,
2015) [11].
Reasons for Finland’s integration into NATO:
¢ Finns would be protected from possible Russia’s pressure.
e The current policy of military non-alignment results in the un-
certainty, unclear position of Finland: politically, it is a part of
the Western world, however, it is independent in its military
command.

¢ Finland would have an opportunity to participate in security
structures through its NATO membership.

¢ Finland is not strong enough to protect itself alone and, con-
sequently, to address crises in the region.

' See: The Economist from June 21, 2014, «What price neutrality? Rus-
sia stokes fresh debate among the Nordics about NATO membership»,
http://www.economist.com/news/europe/21604586-russia-stokes-fresh-
debate-among-nordics-about-nato-membership-what-price-neutrality
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¢ |t would stop being subject to decisions made by Export of Finland (%)
other countries with regard to its security and fo- 2,5
reign policy. \2,3
¢ NATO membership is less costly than the coun- 2
try’s defence beyond the Alliance. 14 15

Reasons for Finland’s non-integration into NATO: e

o NATO membership would have a negative impact

on good relations with the Russian Federation.

¢ The extension of NATO in the area would be con- 05
sidered by the Russian Federation as provocative
and may cause imbalances in Europe. 0

¢ If there is a conflict between the Russian Federa-
tion and the Western powers, Finland might be a
go-between in a possible conflict.

e As a member of NATO, sooner or later, Finland
would become isolated from the Eastern powers.

¢ |t would become part of various regional crises
and conflicts which would not be related to Finland.

¢ NATO membership is too costly.

1.4 The economy of Finland, focusing on the export and its
influence at the defence resort expenditures

Following the decision-making process regarding Finland’s
membership in NATO, it is necessary to consider the economic
aspect, because prior to the integration, it assumes total costs
increase for common operations within NATO and administra-
tion.

On the other hand, the current efforts of the Finnish go-
vernment to reduce national defence expenditures is one of
the most important aspects taken into account when deciding
against Finland’s integration into NATO. Thus, share of defence
budget in GDP of Finland has a downward trend (except for the
year 2009).

Currently, Finland is struggling with economic crisis, and we
can see a significant decrease in the country’s competitiveness.
A large number of economists warn that the situation similar to
the one in Greece may occur.

The performance of Finland’s eco-
nomy is lagging behind the rest of the

2007

2008 2009 2010 2011 2012 2013 2014

Export

Fig. 1: Finland’s export in 2007-2014

Source: Quality of the foreign trade, 2015; own processing [13]

the deepest limit in 2008. Also, reasoned by the information
technologies demand and paper consumption fall, the coun-
try’s exports experienced a contraction in 2004. These factors
influenced the Finnish woodworking industry and substantially
reduced its export earnings.

Figure 2 is dedicated to Finland’s exports and focuses on
its individual regions. The main Finnish export is targeted at
the Eurozone, and the volume of exports to the other European
countries is significant as well. The orientation of Finland’s ex-
ports at the Eurozone is reflected in the country’s membership
in the EU, as well as in its efforts to build good relations with
the European Union and the proclamation of its pro-Western
orientation. Trade between Finland and the EU countries ac-
counts for 60% of the Finnish foreign trade. In 2014, the coun-
try’s export to European countries and the EU was mainly me-
tals, machinery, transport vehicles and equipment. The main
exports to European countries were also formed by electronics
and chemical goods.

Exports/Regions in 2014 (%)

Eurozone countries. «Real GDP of Fin- 40
land is still 5% lower than at the begin- 35 341
ning of the international financial crisis in
2008» [4]. 30 22
This was caused by the Finland’s 25
economics decline and the next period 20
of a slow increase. The main reasons 15 14,4 13,9
of economic decline are the following: 81
ageing of population, a decrease in work- 10 6,3 ’
force, weakening of foreign demand, 5 -
rigid labour market, a decrease in infor- 0 :- . : : : ,
mation technologies and forestry areas, ) . )
and instable fossil fuels prices. Other countries  Eurozone E)otﬂs;lifi Rest of Europe Asia North America

Based on the information from
The World Databank, the annual GDP
growth in Finland has been negative
lately (see Table 1), which is also influen-
ced by a significant contraction of exports and reflected in the
decrement of country’s income from exports.

Tab. 1: Finland’s GDP growth (annual %)

YEAR GDP GROWTH (%)
2011 2.6
2012 -1.4
2013 -1.3
2014 -0.1

Source: The World Bank, 2015 GDP growth (annual %);
own processing [15]

The foreign debt of Finland tends to increase. In 2010, its
volume was 326,73 billion Euro, in 2014 it amounted 450,964
billion Euro (Finnish foreign trade, 2015) [6].

Figure 1 shows that Finland’s foreign trade is export-orien-
ted; meanwhile there is a decline trend in the country’s exports.
World financial crisis affected Finland’s export, which reached
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Fig. 2: Finland’s exports by region in 2014

Source: Finnish foreign trade, 2015; own processing [6]

Figure 3 shows Finland’s exports to selected countries. The
main trading partners are Germany, Sweden, the Russian Fe-
deration, the UK, the USA, the Netherlands and China. The
first very important export partner is Germany as the one of
the most powerful states of the European Union. The second is
Sweden, where Finish exports are routed due to regional pro-
ximity. Intensive exports are observed with regard to the Rus-
sian Federation, reflecting long-term bilateral economic coope-
ration which has existed long before Finland joined the EU.

The main reason for a decrease in Finland’s defence ex-
penditures was an unpleasant economic situation in the coun-
try, as well as the efforts to effectively use finances and opti-
mize the country’s defence spendings. In the field of national
defence forces sphere, in the near future, there will be the most
significant changes within the period of the past twenty years.

The reform is related to the reduction of military spending,
as well as expenditures regarding logistics, supporting func-
tions, research and planning. It also includes a decrease in the
number of administrative workers and military forces (Finnish
Security and Defence Policy, 2009) [5].
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turing. The largest share of industry is represented
by manufacture of electronics, machinery and vehi-
cles, woodworking industry and chemical produc-
tion. Foreign trade has a significant impact on the
recovery of the Finnish economy, which is mostly ex-
port-oriented.

Based on the opinion of experts, the recovery
of Finland’s economy will be complicated, and it will
last for approximately ten years. Taking into account
the country’s current economic development, we
may expect a high level of budget deficit as well as
debt accumulation. Based on the optimistic progno-
ses, which are assuming the acceptance of conso-
lidate actions, Finland could return to its prior to re-
cession level around the year 2023.

Finland also asserts its pro-European orien-
tation in the security and defence policy.
Higher military activity of the Russian Fe-

1,6 deration in the Baltic Sea Region, as well
as the annexation of Crimea by the Russian
Federation, has lead to active discussions
on Finland’s potential accession to NATO.
However, due to the unfavourable econo-
mic situation, Finland’s defence expendi-
tures have been reduced.

«Credible defence forces cannot be built
all alone in today’s world», The Finnish De-
fense Minister Carl Haglund said. «It re-
quires cooperation at various levels with dif-

12 ferent actors. The Finland-Sweden partner-
1,15 : : ’ ship will be one of our important internatio-
2003 2006 2009 2012 2015 nal collaborations, and it must be accompa-

nied by cooperation with other Nordic coun-
Fig. 4: Share of defence budget to GDP (%) during 2003-2015

tries and other bilateral partnerships, inclu-
Source: Ministry of Defence of Finland. 2015, own processing [12]. ding with the United States, NATO and the

European Union». (Haglund, 2014) [3].
We presume to mention that Finland will

Export partners in 2014 (%)

14
12,2 11,2

11

Germany

o N B OO

Sweden Russia

Fig. 3: The most important export partners of Finland in 2014
Source: The World Factbook, 2015; own processing [16]

1,55 1,54
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1,45 /
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Based on the official data from the Ministry of Defence of
Finland, the defence budget in 2015 formed the lowest share of
the country’s GDP in the last years (see Figure 4).

5. Conclusions. Finland is an economically sophistica-
ted country, which has experienced an economic slowdown re-
cently. The key economic industry for foreign trade is manufac-

try to partially distance from Russia despite some apprehen-
sions, which will lead to the harmonization of its politics with
NATO. We suppose that in the next few years, Finland will pro-
bably try to obtain full NATO membership, despite Russia’s
concerns and an unfavourable public opinion on the member-
ship in the Alliance.
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