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1. Estonia and Latvia take different paths 

In recent years, the two Baltic countries Estonia and Latvia have developed in diverg-
ing directions, while initially moving together for great part of the 1990s. Estonia has 
taken a lead among the former Communist countries, both economically and politically, 
while Latvia lags behind, although still performing better than most other former Soviet 
republics. Latvia performs worse economically but in particular struggles with great 
political problems of corruption and malpractice (Hall & Wijkman, 2001, Bennich- 
Björkman, 2001). 

In its analysis of the European ‘transition economies’, the European Bank for 
Reconstruction and Development (EBRD) points out that Estonia has a clear lead over 
Latvia and the third Baltic country Lithuania in several economic areas, among which 
structural market economic reforms to facilitate large scale privatisation and reforms of 
the banking sector are among the most important. Milken Institute, an American think- 
tank, reaches the same conclusion in its index measuring the availability of risk-willing capital 
for new entrepreneurs. Of the ninety-one countries in the world analysed, the institute shows 
Estonia ranking number eight – in fact ahead of the European average – while Latvia ranks 
number thirty-nine (Hall & Wijkman, 2001). 

2. State capture vs. administrative corruption

In recent reports on the level of corruption in the 22 transition economies of the former 
Communist world, the World Bank confirms furthermore that the two countries deviate. 
Measuring development in the countries after democracy and market economy were intro-
duced a mere ten years ago, the World Bank concludes that while Latvia along with countries 
like Russia and some other former Soviet republics is highly plagued by political corruption, 
Estonia has practically escaped such distortions of the new democratic institutions (World 
Bank, 2000). 

Launching the term “state capture”, defined as the predominantly illegal impact of power-
ful economic interests on the formation of laws, regulations and decrees, as distinct from the 
presumably less devastating “administrative corruption”, where bending the implementation of 
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laws and regulations are in focus, the World Bank contributes to refining the vocabulary of cor-
rupt practices. While the term “state capture” identifies a situation of more outright political cor-
ruption “through distorting the basic legal and regulatory framework with potentially enormous 
losses for the society at large” (Anticorruption in transition, 2000, xvi), administrative corrup-
tion, although detrimental, could have less sweeping consequences politically and economically. 
Among the 22 “Eastern” transition economies investigated in the report, approximately half have 
managed to stay pretty clean politically, i.e. are “low capture” countries, while the other half 
expose patterns which place them in the category of “high capture” countries. Among the states 
in the broadly defined Baltic region, Latvia and Russia belong to the latter group, while Estonia, 
Lithuania, and Poland are among the countries in the first, low capture, group.

How should the concept of “state capture” be understood? State capture includes, for 
example, the sale of votes in the parliament and presidential decrees to private interests, ille-
gal contributions by private actors to political parties and the sale of civil and criminal court 
decisions to private interests as well as corrupt mishandling of central bank funds. In some 
of the transition economies, every one of the political institutions suffer from the disease of 
being “captured” from outside while in others certain institutions have escaped that fate as 
for example the Central Bank in Latvia. In every political system, it is of course true that 
private interests try to influence politics through various channels, including highly crucial 
methods such as private contacts and personal networks. The difference between state cap-
ture and other forms of formal and informal interaction between the state and powerful but 
non-governmental interest groups, like lobbying or corporatist arrangements, lies in that state 
capture “occurs through the illicit provision of private gains to public officials via informal, 
non-transparent, and highly preferential channels of access” (Anticorruption in transition, 
2000, 3). However, it is evident that the line between what should be regarded as acceptable, 
necessary and even beneficial relations between state institutions and economic interests – like 
the strongly formalised corporatist arrangements that for decades were considered as an attri-
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bute of the Scandinavian democracies – and those relations that fall within the category of 
‘state capture’ is not always crystal clear. It basically boils down to identifying situations where 
the autonomy of state institutions radically decreases below the point where it is meaningful 
to speak about an independent political system. Hence the term ‘capture’. The lesson learned 
from Eastern Europe is that one of the most crucial priorities for new democratic states is to 
deliberately plan how to organise its relations to the always existing powerful interests outside 
government, be they as in the Baltic and Eastern European economies or as in the African 
and Latin American military.

The World Bank concludes that around half of the transition economies fall within the 
category of “high capture states” while the other half is what the Bank calls “low capture states” 
(World Bank report, 2001). Figure 100 shows that among the low capture states highly under-
developed economies which have hardly began moving in the direction of market economy can 
be found, like Armenia or Kazakhstan, together with some of the best performing economies in 
the group, Slovenia, Hungary – and Estonia. In the high capture group, countries like Russia 
and Azerbaijan are found but also, which makes the comparison even more interesting, Latvia. 
Regarding the other form of malpractice, administrative corruption, figure 101 shows that 
Estonia and Latvia perform fairly well in this respect, which further strengthens the impres-
sion that the difference between the two lies in more outright political performance, and not 
for example in deviating cultural traditions regarding rule of law. While the World Bank’s state 
capture index presented below in Table 11 shows that the Estonian legislative process, includ-
ing the parliament, the president’s office and the political parties, is fairly uninfluenced by 
payments from corporations and enterprises, the opposite is true of Latvia. Only one of the six 
institutions investigated, the Central Bank, is believed to be unaffected by state capture. But it 
is consistent with the tradition of legal respect in Latvia that it is the pure political institutions 
like the parliament, the presidential office and the political parties that fare the worst, while 
both criminal and commercial courts are less strongly affected by capture. 

Democracy
State Capture in the Baltics: Identity, International Role Models and Network Formation 347

Figure 101. Administrative corruption. Ill.: Li Bennich-Björkman



Table 11. Share of  firms affected by different forms of  state capture
Country Parliamentary Presidential Central Criminal Commercial Political State 

 Legislation Decrees Bank Courts Courts Party Capture 

      Finance Index

Albania 12 7 8 22 20 25 16

Armenia 10 7 14 5 6 1 7

Azerbaijan 41 48 39 44 40 35 41

Bulgaria 28 26 28 28 19 42 28

Croatia 18 24 30 29 29 30 27

Czech Rep. 18 11 12 9 9 6 11

Estonia 14 7 8 8 8 17 10

Georgia 29 24 32 18 20 21 24

Hungary 12 7 8 5 5 4 7

Kazakhstan 13 10 19 14 14 6 12

Kyrgyz Rep. 18 16 59 26 30 27 29

Latvia 40 49 8 21 26 35 30

Lithuania 15 7 9 11 14 13 11

Moldova 43 30 40 33 34 42 37

Poland 13 10 6 12 18 10 12

Romania 22 20 26 14 17 27 21

Russia 35 32 47 24 27 24 32

Slovak Rep. 20 12 37 29 25 20 24

Slovenia 8 5 4 6 6 11 7

Ukraine 44 37 37 21 26 29 32

Overall 24 21 25 18 20 20 21

Source: Hellman, Jones and Kaufmann (2000a)

In focus here is the large difference between Estonia and Latvia in state capture, i.e. the 
comparatively large incapacity of the Latvian public institutions to avoid being invaded by 
private interests, which is presented in greater detail in Table 11. Informants in Latvia, regard-
less of political belonging, unanimously describe the situation in the country using the term 
“oligarchic” (cf. Nissinen, 1999), leaving a few powerful economic groupings in control of the 
political and legislative process by heavy financial support to political parties as well as payments 
to individual parliamentarians and officials in central positions. For example, the powerful oil 
transit group Ventspils, generally considered as one of the main economic players, allegedly 
finances political parties from right to left, which means that they have full control. 
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The state capture index 

consists of six dimensions, including the legislature, the executive, the judiciary and regulatory agencies like privatisation 
agencies. The Business Environment and Enterprise Performance Survey (BEEPS) is a firm-level survey of more than 3,000 
enterprise owners and senior managers, and provide information of corruption from the point of view of the firms.

 



Ten years of democracy and market economy have obviously pushed the two Baltic coun-
tries in opposing directions when state autonomy is concerned. This is all the more surpris-
ing, since Estonia and Latvia politically, historically, culturally and demographically show 
strong resemblance. How can the difference in state-building and political autonomy be 
explained? Even though Latvia’s high concentration of economic power and the geographical 
location on the east-west trade and energy transit routes is pointed out by the World Bank 
as strongly contributing factors to the country’s current state of capture, this process is not 
predetermined. We must assume that history could have taken an alternative route, especially 
since it is simultaneously stated that the country “benefits from a historical legacy of the rule 
of law and well-developed public administrations associated with previous, pre-communist 
regimes” (Anticorruption in transition, 2000, xxvii). By interviews with Latvian top politicians 
like Guntars Krasts, Andris Skele, former politicians like Mialis Gailis, Jannis Kinna and the 
president Ulmanis, the picture of a political system plagued by strong economic dictates is 
supported. Why did the Latvian institutions, built as they are on a beneficial historical legacy 
similar to the Estonian one, not manage in the years of independence in the 1990s to develop 
into a genuinely autonomous structure?

The aim of the essay is to discuss three alternative hypotheses providing explanations to 
this puzzle. The first one focuses on differences between the two countries in the sense of 
national identity, the second on the importance for Estonia of the close international role 
model of the Nordic countries, primarily Finland. The third hypothesis differs from the other 
two in that it adopts a truly political perspective, based on differences in the formation of 
political networks at the end of the 1980s and the beginning of the 1990s, which strengthened 
political autonomy in Estonia.

3. Estonia and Latvia share a common history

While differences today are plentiful, as discussed above, the comparison from a theoretical 
perspective becomes more illuminating by pointing out the many similarities uniting these 
two countries, similarities which otherwise could have been possible explanatory factors to the 
difference in political development after independence. Historically and culturally, Estonia 
and Latvia bear strong resemblance to each other. 

Estonia and Latvia share the common fate of Soviet occupation. While under Soviet con-
trol, the Baltic countries all ranked among the top states in the union, as the most modernised, 
industrialised, urbanised and westernised (Misiunas & Taagepera, 1996). In particular Estonia 
moreover enjoyed a growing amount of western contacts during the 1970s and 80s, as a result 
of its geographical proximity to Finland and the large body of exile Estonians living in close-
by Sweden. Since independence in 1991, both states have furthermore “made it” through 
the democratic transition phase: three national elections have been held and an alternation 
in power has been achieved, more clearly so in Estonia than in Latvia. No organised political 
actors openly defy the democratic procedures (cf. Linz & Stepan, 1996, Diamond, 1999, 67). 
Estonia and Latvia, like the Nordic states, have chosen election systems based on proportional 
representation, resulting in a fragmented multiparty system. Interestingly, the choice of elec-
tion system has been shown to have a direct causal relation with levels of corruption (Persson 
et al 2000). Countries with majoritarian systems in one-member constituencies generally 
display less corruption than do countries with proportional systems with multi-member con-
stituencies. The mechanism linking election system to corruption may be individual visibility 
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of the elected politician. This finding is fairly interesting, but does not shed any further light 
over the inquiry, since both Estonia and Latvia adopted proportional systems.

When Estonia and Latvia regained independence and installed democratic governments 
in the beginning of the 1990s the countries had undergone radical demographic transforma-
tions. Both countries had been subjected to a forceful process – perhaps both deliberate and 
spontaneous – of Russification, leaving them with a large minority of primarily Russian origin. 
Before World War II, ethnic Estonians constituted 89% of the population and Russians 8%, 
while at independence the balance had shifted to 61.5% Estonians and 30% Russians. For 
Latvia, the respective pre-war figures are 75.5% ethnic Latvians and 10.5% Russians, while 
in 1989 the number of ethnic Latvians had been reduced to a mere 52%, while inhabitants of 
Russian origin amount to 34% (Linz & Stepan, 1996, 403). The Russian and Russian-speak-
ing population has a pattern of settlement in Estonia, where they are mainly concentrated to 
the capital Tallinn (50%) and the north-eastern border region of Ida-Virumaa where an over-
whelming majority has Russian roots. In Latvia the Russian-speakers are spread more evenly, 
constituting the majority in all the major cities. The Russian impact may therefore be stronger 
and more visible in Latvia, except in the countryside where ethnic Latvians reside. 

However, it should be pointed out that Estonia and Latvia never have been total-
ly homogenous areas. During the tsarist reign and the first independence period in  
1920-1940, the countries demonstrated an ethnic mix, Latvia more prominently so than 
Estonia (Norgaard 1994, 49pp, von Rauch 1970). Adopting what was considered as interwar 
Europe’s perhaps most liberal and tolerant constitutional guarantees for cultural autonomy, 
the two states managed to implement a decent minority policy. The proportional imbalance 
which has arisen in the post-war decades between the ethnic groups as a consequence of intra-
Soviet migration – reducing the Estonians and particularly the Latvians to what is sometimes 
described as minorities in their own countries – has probably created the present tension 
between a nation-building logic and a democratic one (Linz & Stepan, 1996) rather than any 
primordial ethnic differences. 

By a quick glance, problems of political turbulence appear most accentuated in Latvia, 
which in May 2000 got its eight cabinet in seven years time. But the Latvian instability is not 
as great as it seems; it is also true that the party Latvia’s Way has been in government in various 
constellations since 1993. In Estonia, the government parties have changed more genuinely. 
The political systems in Estonia and Latvia, again more markedly so in Latvia, are resurrec-
tions of the pre-war constitutions but avoiding the built-in democratic traps of those days by 
introducing voting thresholds to avoid the proportional system leading to weak executives 
lacking decision-making abilities. The inter-war constitutions were much more modelled on 
the German Weimar constitution than on the Nordic ones at the time, with the strive for pure 
proportional representation and quite dominant powers for the legislative body in relation 
to the executive, the government. The lack of political capacity also contributed to decrease 
public confidence in political institutions, both in the Weimar republic and in Estonia and 
Latvia, paving way for anti-democratic alternatives. 

In conclusion, both countries are characterised by religious Protestantism, are influenced 
by individualism and share a Weberian legal-rational socio-political ideal. It is thus not the 
case that Latvia, because of profound differences in perceptions of legitimate power, has other 
norms for setting the boundaries between private and public domains, a situation that often 
explains political corruption in Africa (cf. Chabal & Daloz 1999).
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4. A difference in national identity?

Let us start by investigating some of the potentials of the claim that the more robust state- 
autonomy in Estonia is a question of “culture” and cultural traditions. Scholars such as 
Norgaard (1994) and Lieven (1993) both return to the presumption that in particular Latvia 
among the three Baltic countries has a less developed national identity, despite the fact that the 
policies regarding citizenship and language laws have been considered harsh internationally. 
Lieven suggests that Estonia should be singled out as marked by a more puritanical tradition 
than Latvia (and Lithuania) and that “ the connection between nationalism and honest effort 
is not as apparent in the other two republics” (Lieven, 1993, 318). Norgaard instead chooses to 
highlight the strength of the North-European cultural legacy in Estonia, as compared to Latvia 
(Norgaard, 1994, 47-50). But still, they both agree that the sense of national identity is more 
poorly developed in Latvia than in Estonia.

Trying to pin down the admittedly rather non-precise arguments regarding culture, the 
claim is that Latvian institutions as a result of weaker national identity more easily would 
succumb to rule-bending and difficulties upholding ethics among politicians and officials 
not held together by the common “mission” that a strong sense of nationalism provides. The 
difference between the way Estonian and Latvian political and elite level actors define com-
munity and the way they identify themselves (cf. Monroe, 1996, 1995), hence should account 
for at least some of the variation which we found in state autonomy. Is there any evidence to 
support such an interpretation? Anton Steen shows that the Estonian power elite after inde-
pendence has been more homogenous, both ethnically and ideologically. There were more 
ethnic Russians among the Latvian elite, both in the parliament and in the bureaucracy, and 
there were, in parliament, more former Communists (Steen, 1997). The homogeneity of the 
Estonian elite is one factor which could have contributed to stronger feelings of loyalty to 
“Estonia” as a nation.

At least the existing differences in ethnicity among the power elite between the two could 
be traced back to the predominant situation in Estonia and Latvia during Soviet rule. It has 
been claimed (Misiunas & Taagepera, 1996), that among the three Baltic states, Latvia was 
the one to suffer most, in the meaning of repression, purges and oppression of national iden-
tity (Misiunas & Taagepera, 1996, 245). Considering the governing bodies of the state, the 
Communist party and the state bureaucracy, that tendency is most clearly shown by the low 
degree of “nativisation”, i.e. of allowing home-grown Latvians into powerful positions. While 
Estonia was also subjected to an administration and party bureaucracy to a considerable degree 
dominated by non-natives, Latvia was still the country mostly affected. “Estonia continued to 
have fewer native top administrators than Lithuania, but many more than Latvia” (Misiunas 
& Taagepera, 1996, 207). 

Following the great purge in 1959-60, when most native Latvian party officials and top 
administrators were evacuated from their positions (Misiunas & Taagepera, 1996, 140 pp), the 
Latvian party and the state apparatus were densely populated by Russians and Russian-born 
Latvians, and continued to be so for the decades to come. Latvia constituted something of 
an exception in the Soviet Union in this respect, and definitely in relation to Estonia suffered 
a harder fate nationally. The variance in native dominance between the two states suggests 
that Estonia at the time of transition entered independence with a stronger and less broken 
national feeling at the elite level than did Latvia, subjected as the country had been to a 
tougher oppression of nationalism.

It should also be pointed out, that even though the demography of both countries 
changed dramatically over the post-war decades, Latvia’s profile changed most radical-
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ly, and in all major cities Russians today are in majority, while Latvians dominate in the 
smaller cities and in the countryside. In Riga, around 80% of the population are Russian- 
speakers. That the process of demographic transformation has been more radical in Latvia 
does not mean however that it has created profound problems at the micro-level, between 
the ethnic groups. On the contrary, in spite of the political rhetoric by some parties like For 
fatherland and freedom, ethnic tensions do not seem prevalent in Latvia.

Is there evidence from other parts of the world suggesting that national identity may play 
a crucial part in the success or failure of state building? The determinate impact of a distinct 
national identity and the presumed commitment to national objectives rather than fractional 
ones created thereby has indeed been pointed out before in discussions on state building. The 
extreme difficulties facing many African countries in creating functioning state apparatuses 
and “independent” political societies, causing scholars to characterise the African state as an 
“empty shell” (Chabal & Daloz, 1999, 95), are to a great extent attributed to the pronounced 
lack of national identity. Both Davidson (1992) and Decalo (1998) stress the lack of nation-
alist perspective among African elite state actors. However, that should not be taken as a 
lack of general feelings of commitment, only as an indication that African political actors 
are committed on other grounds than national ones: usually it is the clan, maybe the ethnic 
group or the geographical area that foster loyalty (Chabal & Daloz, 1999, Ekholm-Friedman 
1994). In the aftermath of colonial rule, many of the emerging states were furthermore noth-
ing but artificial constructions, embracing citizens with loyalties primarily based on regional 
and clan identities. Leaders dedicated to increasing feelings of nationalism have been rare on 
the African continent, while leaders bringing with them into power regional, clan or ethnic 
identities have been the rule. To some extent, these conditions are used as an explanation of 
the present situation of weak state institutions.

While present-day Africa accordingly provides a compelling example of a lack of national 
identity, it is likewise pointed out that elite actors in the successfully industrialising East Asian 
dragons during the 1940s, 50s, and 60s clearly were highly committed to national interests, 
i.e. identifying the nation (and not particular sub-groups, interests or personal connections) as 
the foremost object of loyalty (Vogel, 1990). No doubt, this nationalist commitment contrib-
uted to the successful economic development, in combination with institutional and cultural 
factors imbuing strong incentives not to enrich personally in the process. 

5. A difference in the presence of a Nordic role model?

Let us proceed to the second hypothesis, based on the presumed importance played 
by international role models for the process of successful state-formation, regard-
less of whether it is done through adaptation, copying, or imitation. The idea that  
“state-builders” also look to “role models” is supported by historic and current examples. The 
former president of Taiwan, Lee Tenghui, has for example stated how important the USA was 
as a model for Taiwan’s development and the shaping of its reform process. In the process of 
the active state-building experienced by Estonia and Latvia after the dissolution of the Soviet 
Union, it could well be argued that the “images of the state” which the political actors had 
close at hand influenced reflections on possibilities and desired outcomes of the state-building 
process, together with norms and codes of conduct. It has been claimed as an explanation of 
Estonia’s fast development, that the country belongs clearly to the “successful” Nordic sphere 
by historical reasons and as a result of the linguistic ties to Finland. If valid, the Nordic coun-
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tries with their specific political culture of honesty and cleanness among political and public 
actors, of corporatist arrangements as a way of mediating interests, and of an internationally 
exceptional transparency and openness of the political processes, should then have served more 
apparently as role models for Estonia than for Latvia. This process of transferring political 
norms and codes of conduct could have helped the Estonian political elite to establish more 
acceptable and “clean” relations to interests outside government.

Historically, it is a gross simplification to claim that Estonia has been orienting itself in a 
more Nordic direction than Latvia. As discussed earlier the Estonian and Latvian trajectories 
follow each other quite closely, which also goes for international influences. It is correct that 
during the period of national awakening in the last decades of the 19th century, the efforts of 
the growing nationalist movement in Estonia to create popular movements built on educa-
tion and adult education coincided closely with similar developments in the Nordic coun-
tries. Furthermore, the agricultural economy in the first Estonian republic, based to a large 
extent on co-operative practices, must have been inspired to some extent by the Scandinavian 
example. But that goes also for Latvia, a country that to a much higher extent than Estonia 
resembled the Nordic countries in its political profile. The predominance of the commercial 
city of Riga turned Latvia into a more industrialised country than Estonia, with the labour 
movement playing a more prominent role in political life. The political scenery in Estonia, 
on the contrary, did never witness the rise of a Social Democratic party of any significance, as 
was the case in the Nordic countries – and in Latvia.

At the first period of independence 1920-40, when Estonia and Latvia started to build 
new states on the ruins of the dissolved 
tsarist empire, the inspiration came to a 
great extent from Germany. The Weimar 
constitution was closely adopted, includ-
ing the built-in perils coming with the 
almighty legislative and a very weak 
executive power. The more informal 
ways of organising parties, associations 
and corporations were also a blueprint 
of German organisations: hierarchi-
cally structured and closed (cf. Berman, 
1998). The “image of the state”, both 
to the Estonian and the Latvian politi-
cal actors at the time, was continental 
Europe rather than the Nordic region, 
and the German law tradition continues 
to influence the countries the most even 
today (Nerep, 2001, 62). The some-
times rather pronounced identification 
with the Nordic countries in Estonia 
is obviously of a more recent date, and 
not something lying particularly close at 
hand for the former tsarist provinces of 
Estonia and Latvia.

Today, at least for Estonia, the 
“Nordic model” (rather than the 
Scandinavian model which usually does 
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not include Finland) has however come to play a distinct role in the official rhetoric, maybe 
also in the mentalities of the public. That is not to say that this recognition has been born out 
of “primordial” feelings of belonging, which the previous discussion on the earlier continen-
tal influence shows. Instrumental reasons surely may have guided elite actors to emphasise 
what is sometimes described today as the “natural” belonging of Estonia to a Nordic sphere. 
A recent survey for example shows that 34% of Estonians regard Scandinavia as a role model 
(Noreén, undated). In response to the question of which country could best serve as a role 
model for Estonia, a rather large portion of the Estonians mentioned Sweden and Finland 
(UNDP, 1999). Statements made by Estonia’s foreign minister Toomas Hendrik Ilves are 
representative of the tendency to attach Estonia to the Nordic concept. Recently, Latvian 
and Lithuanian businessmen were enraged by statements by Estonian representatives of 
Estonia being a Nordic country, implying that the other two were not. The birth of the 
image of Estonia as a Nordic country has been an interactive process involving actors in the 
Nordic countries as well as Estonian ones, through intense contacts on lower and higher 
levels (cf. Uggla et al, 2000, cf. Jubulis, 1996, 60). It may have contributed positively that 
Estonia has a large exile community in Sweden, while Latvians in exile are more numerous 
in for example Germany. Language is another crucial factor, and the linguistic ties between 
Finland and Estonia played a role before independence as well, since the possibility to watch 
Finnish television provided Estonians with a window towards Europe which was denied to 
the Latvian nation.

By which mechanisms could the constructed Nordic identity be linked to the more suc-
cessful state-building efforts in Estonia? The importance lies primarily in the creation of 
a political culture among elite actors emphasising strongly the norms of political conduct 
predominating in the Nordic countries, preferably Finland, of honesty, transparency and 
openness as significant of political and legislative processes. Such norms do not only affect 
political actors, but also those outside the political arena like business interests and economic 
actors. As pointed out elsewhere, political culture guides behaviour and “in some European 
countries like Sweden or the Netherlands, social and cultural constraints go against the devo-
tion to personal enrichment. In such settings, the revelation of the slightest venal misdeed is 
fatal to the career of politicians” (Chabal & Daloz, 1999, 106). Chabal & Daloz’s observation 
is supported by the recent figures from Transparency International on perceptions of corrup-
tion. Finland is, according to these figures, the least corrupt state in the World, followed by 
Denmark, New Zealand, Sweden, Canada, Iceland and Norway (CPI, 2000, compare chapter 
25). The construction of a Nordic identity in Estonia, which probably started out as a strategic 
move to gain material benefits and financial support, may simultaneously have influenced the 
Estonian elite actors into thinking of legitimacy and public behaviour in a more “Nordic” way 
than their Latvian counterparts. The basically rhetorical process has given birth to an image 
of the state which is modelled on the “Nordic model” when it comes to crucial aspects of the 
limits for public behaviour. 

But why did not Latvia, a nation also claiming to have ties to the Nordic countries, 
deliberately try to associate itself with the “Nordic model”? Again, one objective difference 
is the closer linguistic ties between Estonia and Finland. Latvian is closely related to the 
Lithuanian language, but is not understood through the help of any Nordic languages. One 
answer to the above question may be that the choice was never Latvia’s but that particularly 
Finland but also Sweden did not take the opportunity to make their state models accessible 
to the Latvian politicians and civil servants to nearly the same extent as was done in Estonia. 
Contacts, development projects and various forms of aid in the form of training and educa-
tion have been directed more heavily towards Estonia. A figure on party support indicates 
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that financial help to the Estonian political parties has been overwhelming in relation to that 
going to Latvia (Uggla et al, 2000). The approximately 30 000 Swedish inhabitants with 
Estonian roots, compared to the 5000 of Latvian origin, have actively helped to promote 
projects of aid and twinning which further have increased mutual feelings of identification 
and proximity.

If identification through international role models is constructed rather than primordial, 
exposure is crucial. But exposure to the Nordic model can be achieved in other ways than 
through contacts between political and administrative actors, most prominently by commer-
cial contacts. For economic interests in Estonia and Latvia, it is not without importance if 
trading partners and co-owners originate from cultures plagued by traditions of corruption or 
cleanness. Dealing with entrepreneurs from the Nordic states, could also be a way to become 
confronted with the Nordic rules of behaviour discussed earlier, including openness and trans-
parency. Figures clearly show that the amount of foreign direct investment is much higher in 
Estonia than in Latvia, 217.17 US dollars per capita in Estonia compared to 131.64 in Latvia 
(Hall & Wijkman, 2001, 27). That means, that Estonian businessmen and officials probably 
come in contact with economic actors from other cultures (including for example Finland 
which is a large investor in Estonia) more frequently than is the case in Latvia.

Positive international role models have not been present in the Latvian context nearly 
to same extent as in Estonia, either in the political arenas or in the economic sphere. In 
explaining that vacuum on the Latvian side, intentions and deliberations among key politi-
cal actors have to be considered. That brings us to the third, and final, hypothesis to be 
investigated.

6. A difference in network formation? 

The third hypothesis shifts the perspective from psychological processes of identity and iden-
tification to the particular conditions by which new political leaders and networks emerged 
in Estonia and Latvia. In the vast literature on transitions to democracy, political lead-
ers and ideas are often attributed a determinate impact on the outcome (cf. O’Donell 
& Schmitter, Lauristin & Vihalemm, 1997, 77). Not least how the relations to the old 
regime are handled by the new leaders is considered crucial, but often problematic. Did 
Estonia and Latvia enter the period of independence and democratic rule with different 
political preconditions, which could contribute to explain the present lack of political 
autonomy in Latvia? Focusing not on the similarities in the countries transition pro-
cesses, there existed at least two differences of importance to notice. Firstly, in Estonia, 
new intellectually trained leaders emerged already in the years of popular mobilisation, 
associated for example with the cultural organisation the Estonian Heritage Society 
(Lieven, 1993, 220) and guided both by ideas and commitment, while in Latvia, the 
period of transition was characterised more by ambivalence. It was a continuance of rep-
resentatives of the Communist regime allying themselves with new forces, and a lack of 
powerful alternatives. Secondly, as Lauristin & Vihalemm (1997) point out, the popu- 
lar movements in Estonia and Latvia organised differently. In Estonia, the movement 
split into two, Popular Front and Estonian Citizens’ Movement, united by the will to 
struggle for Estonian independence, but advocating different routes. The Citizens’ move-
ment mobilised quite nationalist forces like Estonian dissidents, who wanted to build the 
new republic on the bases of the first republic, while Popular Front appealed to broader 
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layers of the population, including Russians, and proposed a referendum on the ques-
tion of independence. Lauristin & Vihalemm claim that the parallel organisations allowed 
for different interests and opinions to form in a pluralist fashion which resembled demo- 
cratic practices, and discussions were open on how to move forward. In Latvia, the Popular 
Front Tautas Fronte stayed an umbrella organisation for various interest groups and NGO:s, 
embracing both highly nationalist groups and others, but not giving room for clearly formu-
lated alternatives to form as openly as in Estonia.

Thus, from the very first steps on the road to independence, Estonians were invited to 
make a choice between two options with similar political outcomes but with very different 
means and legal consequences. This moment of rational choice was an important feature of 
Estonia’s new democratic development (Lauristin & Vihalemm, 1997, 89).

Returning to the difference in composition of the future leaders, the networks forming in 
Estonia had broad connections to academic life and student organisations, while in Latvia they 
were more based on a blend of old power networks, business and politics. Tartu as a focal point 
of political formation appears as significant of the Estonian experience. Why? In answering 
this question a brief review of the Soviet experience is warranted.

7. The phase of informal mobilisation in Estonia

According to Misiunas and Taagepera (1996), there was one special experience unique to 
Estonia. At the time of independence Estonia contained the core of a national leadership 
which had indirectly been fostered, despite Soviet rule, within an influential but informal 
organisation called EÜE, the Estonian Students Building Troops. Over a period of many 
years, starting in the 1960s, for two months during the summer, handpicked students met at 
construction camps to repair and build communal farms – the kolkhozes – that dominated the 
rural landscape. These months were not only filled with work but also provided ample oppor-
tunity for socialising. Close friendships that started at the camps subsequently became the hub 
of influential social networks under the process of independence and after. The Communist 
party probably saw these camps as a fortunate combination of labour and ideological edu-
cation, and as a way of realising goals of tearing down differences between intellectual and 
manual work. In practice – which is what is relevant to our discussion – the camps however 
functioned as effective schools in leadership for a great number of Estonian students while 
allowing them also to form close bonds of friendship. Many in today’s political and economic 
elites have testified to this central importance of the camps, the last of which took place in the 
last summers of the 1980s. The student construction troops hence functioned as a vehicle for 
training the Estonian youth in leadership and responsibility, and for creating networks among 
mainly the male students that adhered to notions of mutual obligation and trust. In one of his 
articles, Anders Åslund argues that Estonian civil society was better prepared than in any other 
country to assume the political leadership at the time of independence. It is probable that the 
EÜE contributed by forging the kind of personal networks that research on state building 
has shown to be of crucial importance (cf. Easter, 1996). There existed building troops also 
in Latvia, but according to for example Inese Voika, in Latvia they had no importance for the 
building of networks after independence.

The Estonians Students Building Troops was but one element in a larger pattern of cre-
ating a soil for future leadership based predominantly in academia and intellectual circles, 
highly significant of the Estonian but not of the Latvian political transition. The other 
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crucial ingredient was the formation of a group of students of history and journalism in 
Tartu in the last years of the 1980s, calling themselves Noor Tartu, Young Tartu. Among 
them was the future prime minister Mart Laar, and some of the persons forming the first 
government under independence 1992-1994. Marju Lauristin, a professor in Tartu, who 
became minister of social affairs in the same government and currently holds a position as 
member of parliament, recalls that the group formed an informal seminar meeting at the 
premises of the history department in the last years of the 1980s. Discussions on social 
science literature, political alternatives of liberalism and social democracy, and economic 
theory (although none was a trained economist) predominated, laying a platform for the 
future government once the time came. The Noor Tartu group also formed the core of the 
Estonian Citizens’ Movement, and clearly took on the role of young political leaders during 
the period preceding independence. They were also active in the environmental protests 
against phosphorite that started popular protests against Moscow in 1987. The group was 
as Lauristin describes it, a team. Mart Laar was team leader, listening and holding the group 
together, while not being really what could be called an ideological leader. “He was very 
open-minded, very democratic and he listened” (Interview Lauristin, 1.3 2001). The group 
formed the Pro Patria party in 1990, with nationalist and liberal (or socially conservative) 
ideas.

Clearly, the EÜE and the Noor Tartu group were crucial in that they assembled and gave 
opportunities for domestic, young leaders to come forward who, at the time of independence, 
could initiate reform processes guided by norms and ideas other than those dominating during 
Soviet rule (cf. Higley, Kullberg & Paluski, 1996). When Mart Laar, the first prime minister 
of an independent Estonia at the age of 32 (1992), describes the Estonian reform process his 
analysis is contextualised within a comparative perspective with similar processes in other 
countries, and a general understanding of the importance of the administration and other 
political institutions. “In contrast to the reformist ex-communists, Edgar Savisaar and Tiit 
Vähi, who headed the initial post-communist governments, the September 1992 elections 
brought to power a new political generation, led by the youthful Prime Minister Mart Laar 
(b 1960), and one which with few exceptions was free of any communist past” (Raun, 2001, 
23-24).

Of particular importance was the idealistic and ideologically oriented profile of the young 
government; it was based on ideas and not on money, as Lauristin puts it, which in the situ-
ation of dual transition became even more important than otherwise. Secondly, the persons 
in the government knew each other quite well, with a few exceptions, and could rely on each 
other’s loyalty. The group was not representing vested interests, but were academics. They 
had ideas for Estonia, but were not embedded in a web of former loyalties, as was the case 
in Latvia. The radical political reforms launched by the Laar government, based on shock 
therapy, have been contributed a part in the success story of Estonian economy. But it is as 
crucial to clarify the preconditions making such reform politics possible in Estonia but not in 
Latvia, where ideas of the kind certainly also circulated.

8. The formation phase of Latvian political life

In Latvia, the steps of early political formation looked different. For one thing, ideological dif-
ferences and interests were not linked into open alternatives, but kept together as Lauristin and 
Vihalemm claim. As a result, clear ideological political alternatives were never allowed to form, 
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making democratic Latvian politics from the start less of an arena for ideological struggle than 
a search for political power. The Communists behaved differently in Latvia than in Estonia, 
not withdrawing from political power like did Väljas and Indrek Toome in Estonia, but 
continued to influence political life, like Godmanis, Gorbunovs and Birkavs. The Popular 
Front in Latvia became a bridge over to democratic politics for influential Communists like 
Gorbanovs, since it helped the ‘old elite’ into the new system. That break was much more 
radical in Estonia. “The government of Ivars Godmanis also endured considerably longer 
than those in either Lithuania or Estonia, but once again partly for negative reasons: there 
was very little chance of any other faction being able to replace it. In 1991-92 however, the 
government and Popular Front appeared rather like a decomposing whale, preyed on by 
sluggish sharks until only the head – the government of Godmanis – remained” (Lieven, 
1993, 290).

The successor of the Popular Front, the all-embracing party Latvija’s Cels (Latvia’s Way), 
was founded in 1993 and has been in government ever since, changing its coalition partners 
but staying in power. Uniting various interests, also with connections to powerful economic 
groupings like the earlier mentioned Ventspils, the party has been described as a kind of politi-
cal machine, enrolling individuals keen on power (Lieven, 1993, 301), rather than motivated 
out of national or ideological commitments. Anatol Lieven described the party in 1993 as “a 
bouillabaisse of both radicals and moderates from the PF, moderate Latvian émigrés under 
the leader of the World Federation of Free Latvians, Gunars Meierovics, and former leaders of 
the Communist establishment. What strengthened it above all was its acquisition of Anatolijs 

Gorbunovs, still the most popular Latvian 
politician” (Lieven, 1993, 301, cf. Nissinen, 
1999, 130). The significant feature of Latvia’s 
Way was the lack of ideological profile, it 
was an electoral platform, and functioned as 
a bridge between different political groups 
as well as economic actors. The idea behind 
Latvia’s Way was not to present a clear politi-
cal alternative but to unite elite actors under 
one umbrella. Nissinen speaks about “the 
great diversity of LC’s membership” as an 
asset for the party in the 1993 elections: in 
the party men from the Communist party 
and the Soviet Latvian government were 
found, as well nationalists and exile anti-
Communist leaders (Nissinen, 1999, 130).

Clearly, the formation process of Latvia’s 
Way and the links leading over from the 
Popular Front is a key process in explain-
ing the way Latvian politics has developed, 
with its close connections between politics 
and economics. While the influential politi-
cal forces in Estonia at the time of the first 
elections in 1992 had its informal roots in 
the student movement, EÜE and Noor Tartu, 
the stage appears to have been set quite dif-
ferently in Latvia when elections took place 
in 1993.
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As always in Latvia, rumours flourish and information has to be treated with caution. 
Several of the informants, most occupying political or professional top positions in the state, 
demands to remain unidentified or will otherwise not talk frankly, and some of them return 
to the fact that the information they volunteer has to be treated with caution, since they want 
to “live tomorrow too”. As Nissinen also noticed, the most sensitive information concerns 
business flows and naming people connected with the vast fabric of economic and political 
networks.

It seems however clear that the formal formation of Latvia’s Way was preceded, as 
in Estonia, by an informal phase which to a great extent determined the political possi-
bilities later. Discussions among a loosely knit, rather large, group of people, meeting 
more or less regularly in what was called “Club 21” (cf. Nissinen, 1999, 130, interviews 
Gunars Meierovich, Janis Naglis, Mairis Gailits, October, 2000) started in 1991 (in 
Estonia the group around Laar began to form already in 1988-89). It also turned out 
that in the first Latvian Way government, at least half of the ministers were members of 
the club 21. Trying to grasp the organisation and the function of this closed and elite- 
dominated formation is not easy, and it is not easy to fully evaluate the impact of Club 21. 
According to Marja Nissinen, Club 21 was founded by 21 individuals sharing political and 
economic interests. “The club is considered as highly elitist and it is compared to the Masonic 
Lounge. New members can join the club only on invitation and the members must approve 
their candidacy. What is said at the meetings of the club is not publicised” (Nissinen, 1999, 
130). Others describe the Club 21 as merely an informal arena for discussions, as the powerful 
head of Latvia’s privatisation agency, Janis Naglis (Interview Naglis, 24.10.2000). “In Club 
21, the ideas of forming the party that became Latvia’s Way took shape. Members of Club 
21 were less than 100 but more than 20-30 I think – and an economic and political network 
was created”, tells Naglis.

Besides functioning as an arena for different Latvian groups to meet and build alliances in 
front of the new society approaching, Club 21 seems to have worked as a place for “learning” 
through international experiences. West diplomats were invited to the meetings, for reasons 
as to gain access to advice – and maybe also money.

The way Club 21 formed in 1991 is important to understand the way that politics devel-
oped in Latvia, and the importance lies in the profile of the political alliances and networks 
founded then, which in 1993 lead to the creation of the political party Latvia’s Way. As one 
informant puts it: “This was a way for the old elite left over like Gorbunovs, to secure their 
position in what was coming. People who had been politically and economically influential 
came together in Club 21 it was the elite clique formed there – and sure enough look who 
were in the LC government then and today: they are still there”.

To conclude, while the first democratically elected government in the crucial early years 
of transition in Estonia was the ideologically united “team” of Mart Laar, who were person-
ally acquainted with each other, and shared a base in the student movement in Tartu, its 
counterpart in Latvia was a broad spectrum of allies gathered under the umbrella of one 
party, Latvia’s Way. Although economic reform was on the agenda, the government had too 
many built-in obstacles of an economic and ideological nature to be able to act as efficiently 
as the Laar government. How to reform economy was clearly the most crucial issue on the 
agenda in both countries, but while the discussions on economic reform in Estonia had started 
already in the informal seminar in Tartu, it seems as if it was the broadly composed Club 21 
that served as an arena for such conversations between 1991 and 1993 in Latvia. Ideas were 
not as clearly liberal as in Estonia, which is understandable since former Communist party 
members and representatives of the old Soviet Latvian elite were part of the broad ‘coalition’. 
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“Up till 1993 we had different approaches to economic transition than Estonia (Estonia was 
more unanimous). In beginning 1990s among the Latvian politicians there were some ideas 
about a transition building on the Soviet model and how to control it. One of the roots of 
early corruption. It was the idea of creating maybe one or two larger companies which should 
be the driving force for the whole economy” (Interview Krasts, 17.10.2000), explains Guntars 
Krasts, former Latvian minister of economy and prime minister 1997-98 with reference to 
these early discussions.

The formation of a political sphere in Estonia and Latvia during the early years of transi-
tion developed distinctly different in at least three aspects. Firstly, the motivation for political 
power in the first elected governments, in Estonia 1992-1994, and in Latvia 1993-95, strongly 
deviated. The Mart Laar government was based in student circles in Tartu, with an idealisti-
cally grounded strive to change society. The government of V. Birkavs, based on a coalition 
between Latvia’s Way and the Farmer’s Union, emerged out of the attempts started in Club 
21 to find a common ground in ruling the new state of persons representing the old regime, 
economic interests and political entrepreneurs. Ideas were not the main driving force, but the 
need to consolidate an elite constellation in the new society. But thereby, Latvia’s Way also 
reduced radically its possibilities of conducting an economic reform policy bound to clash 
with certain of those interests

Secondly, the ties between economic life and politics, today the most significant feature of 
Latvian political life, were built into the party system already through the formation of Club 
21, with its aim of creating a joint political and economic network. In Estonia, any alliance 
between politics and economy at that stage was not visible, and again the Laar government 
was not connected to business interests.

Thirdly, while the Estonian process of political formation openly reflected controversies 
through the parallel organisation of Popular Front and Estonian Citizen’s Movement, the 
Latvian formation on the contrary strove to erase ideological controversies and consolidating 
through closed and highly non-transparent forms one elite of business and politics. The conse-
quences in the Latvian case has been profound political stability, in the sense that Latvia’s Way 
have been in government ever since its creation in 1993, while in Estonia government par-
ties have shifted since 1992. Separation of political and economic power was taking place in 
Estonia, while integration of these powers occurred in Latvia. The results are visible today.
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