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Dear colleag ues, 

The latest scientific inforrnation and the IPCC special repo rt on the i1npacts of global warmin g 
of I .5°C above pre-indu strial leve ls leaves no doubt that we need to act decisively and 
ambiti ously. Fightin g c li1nate change is a shared responsibility that we are fully co mmined to. 

The transition to cli1nate neutral eco no1ny implies redesigning our economies. The next long­
term EU budget re1nains the key instrum ent delivering climate neutrality, support ing the 
objectives of the Green Deal and the digital transformation and preserv ing the EU's 
co1np etitiveness whi le ensuring a ju st and soc ially fair transition. Unfortunate ly, the proposed 
reductions of the next Multiannu al Financial Framewo rk (MFF) would jeo pardise the 
i1npl ementations of these goa ls, espec ially in the areas that significantly contribute to the 
c lilnate objectives, namely cohesion and agricultur al polic ies. 

Acco rding to our esciination, the requir ed investment co achieve c limate neutrality is more than 
2/3 of an entire GDP of any country in our reg ion. We need to invest partic ularly in the energy, 
tran sport, indu stry and housing sectors as well as in agriculture, rural develop ment, forestry and 
accelerate the transition to a c ircular economy. In principle, it 1neans a revo lution in a ll of these 
sec tors in a decade. 

In order to get on the desired track, including implementing our integrated National Energy and 
Cli1nat e Plans and reaching targets for 2030, the bulk of such invesnnent is necessary in the 
next ten years, hence over the dur ation of the 202 1-202 7 MFF . Therefo re, decis ions on the next 
MFF will be a "1nake it or break it" moment, especia lly for cou ntries and regio ns \vhose GD P 
per capita sti ll falls far below the EU average and who have more limited financial capacity. In 
order to tackle this issue on all fronts, various instruments of the EU budge t \viii have their role 
to play. 

Cli1nat e tran sition requir es s ignificant transformation across the Europea n Union. It is clear that 
the future Just Transition Fund (JT F) would cove r only a s1nall part of the invest ment gap 
relating to tran sition. The JTF has to be financed from addi tional contribut ions, not at the 
expense of a lready established policies, which contribut e to climate change mitigation. We 
therefore need to put in place an inclusive enabling framewo rk encompassing adeq uate 
incentives and cooperation, taking into account national c ircumstances, to ensure a jus t and 
soc ially balanced transition to c limate neutrality in a ll Member States. 

In Me1nb er States whose development is below the EU average, cohesio n policy and the 
common agriculnire policy remain key EU policies for address ing climate change. In this 
context, the drastic cuts in cohesion policy allocation of the three Baltic states proposed by the 
Co 1n 1ni ssion are deeply regrettable and counterproductive. In addition, the horizontal cut~ 
proposed by the Commi ssion in rural deve lopment make it more difficu lt to achieve gree n 



transition in the agricu ltura l sector , given that already more than a third of the rural development 
budget is allocated towards climate and environmental measure s. Furthermore , direct payment s 
will be geared more towards environment and climate with eco -schemes and added 
conditionality. Challenges ahead of Member State s are the same and so is the investment 
required for the transition to climate neutrality. Therefore , it is impossible to ju stify significant 
difference s in direct payments among the Member States. The functioning of the Single Market 
is continuously jeopardized as the level playing field for our farmers is far from bein g 
established. 

The investment s required in different sectors to reach climate neutrality: 

• In the energy sector , transition out of fossil fuels towards clean, sustainable energy must 
be supported by safe techno logica l solutions and third countrie s ' adherence to the 
highest internationa l environmental standards. We need to invest in storage capacity as 
well as in storage technologies and sources , reconfigure the transmi ssion grid , build new 
transmission links, invest in more efficient heating solutions and green energy 
innovations in general. 

• In this context , the synchron ization of the Baltic electricity systems with continental 
Europe remains a strategic European priority , which needs continuous and adequate 
funding by the EU. 

• Transport sector is one of the main sources of C0 2 emissions. In order to reduce the 
impact, we need to fully electrify the railway network, invest to improve access to publi c 
transport and encourage the rnoda l shift from road to rail transport. In addition, it 
warrants a shift from fossil fuels to climate friend ly alternatives in road transport and 
the corresponding development of a network of fuelling stations. Furthennore , the next 
MFF rnust ensure the necessary financing for comp leting the Rail Baltica , securing a 
transfer from the Cohesion Fund to CEF as proposed by the Co1n1nission and ensuring 
the highest degree of competitiveness. The constn1ction of this new electrified railway 
link is a geopolitica l as well as climate neutrality project , as the Baltic states are 
currently without a viab le clirnate-friendly rnobility alternative connecting them with 
Europe. 

• In the housing sector and build ings in general, we must continue significant energy 
efficiency investme nts into the existing building stock and the integration of smart 
energy solutions. Housing renovation is a challenge of great magnitude for the Baltic 
states and sufficient funding is needed to achieve progress. 

• In agriculture , a rnultitude of different investments are required , from the moderni sation 
of farming practices to altering soil management , encouraging sustainable land 
management , reforestatio n and supporti ng sustainable food production. 

• In various industries, there is scope for significant resource and energy efficiency to 
modernise our energy intensive industry and develop other measures avoiding risks of 
carbon leakage. 

As the transition to climate neutral economy requires research , deve lopment and innovation in 
all the areas above , we support the increase of corresponding EU resource s. 
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Given the intens ity of inves ttnent necessary in this area over the nex t decade, the overa ll clima te 
inves tment needs in the Baltic countries exceed the 25% target of EU expe nditur e contributing 
to cli1nat e objectives proposed by the European Commission for the multiannual EU budget. 
As significant EU investn1ent under the Cohesion Policy and the Com 1non Agricultural Policy 
is crucia l for our countri es to n1ake the necessary headway in the next I O years, the proposed 
cuts for the Baltic states must be reversed and full ex terna l convergence of agricultura l direct 
pay1n ents must be achieved by the end of the next MFF. 

For all the reaso ns above, we strongly be lieve that decreasing the overa ll level of the 202 1-2027 
MFF trea ty based polic ies would be pani cularl y unpr oponi ona l and detrimental to meeting the 
genera l cli1nat e neutra lity goa l of the EU. 

Yours Sinc ere ly, 

Jilri Ratas 
Pritne Minister 
Republic of Estonia 

Kri sjanis Karii:is 
Prim e Mini ster 
Republi c of Latvia 

Gitana s Nau seda 
Preside nt 
Republic of Lithuani a 
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