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Introduction: Ukraine 2014


“Crisis” is an overused word, one that has been cheapened as a result. Yet it aptly describes the train of events that followed Ukrainian President Viktor Yanukovych's decision in November 2013 to back away from Ukraine's Association Agreement (AA) with the European Union. (Ukraine and the EU had begun negotiations on the AA in March 2007; it was initialed, but not signed, in February 2012.1) Yanukovych's choice proved fateful, for the AA was no ordinary document. It was a symbol of hope for those Ukrainians (well represented in the country's central and western regions) who dreamed of integrating with Europe, but not for those (chiefly in the south and east) who favored retaining close ties with Russia.

Soon, protestors swarmed Kyiv's streets. Blood was shed following Yanukovych's decision to unleash riot police and snipers to quell the rebellion. This violence merely enraged and enlarged the crowds. By February, with the death toll mounting and his political position perilous, Yanukovych opted for the olive branch. On the 21st, with EU emissaries mediating, he signed a pact with the leaders of the revolt.2 Its provisions included forming a “national unity” government within ten days, pruning presidential powers, restoring the 2004 constitution, and organizing early elections, under new guidelines, by year's end. American and European leaders praised the compromise, and so did Russia, but it failed to stick on the street, and figures in the opposition bent on ousting Yanukovych rejected it. Any solution involving him became impossible. Having already lost the support of the parliament (Verkhovna Rada), he fled the following day, Feburary 22.

Yanukovych's ouster merely moved the crisis to a new, more dangerous phase. What many Ukrainians, along with Western governments, hailed as a revolution against a corrupt, authoritarian regime, Russia denounced as an “extra-constitutional coup” against an elected leader.

Things soon took a turn for the worse. With Yanukovych out of the picture, the leaders of Crimea, Ukraine's sole Russian-majority province, organized a referendum on secession on March 16—in contravention of Ukraine's constitution. Article 73 of that document stipulates: “Alterations to the territory of Ukraine shall be resolved exclusively through the All-Ukraine referendum.” Article 72 provides that only the Verkhovna Rada and the president can call a referendum and that a prerequisite is a petition signed by three million eligible voters, with at least 100,000 signatures collected from each of Ukraine's provinces and a majority backing the referendum in at least two-thirds of them.3 The Crimea referendum, held while paramilitary forces and Russian troops roamed the streets, met none of these requirements. Moreover, the vote was organized by pro-Russian politicians who had recently seized power by force and whose leader's party, Russia Unity, won a mere four percent of the vote in the previous elections to the local parliament in October 2010.

Russian forces, both those already based in Crimea and others sent to reinforce them, started sealing off the peninsula and taking over installations. Amidst the upheaval, the referendum passed, and within days, Russia formally annexed Crimea with a “treaty of accession.”

This initiated another chain reaction. Armed rebels in the eastern provinces of Donetsk and Luhansk (the Donbas region) seized installations, proclaimed republics, and readied for Crimea-like referendums, doubtless banking on Russia's backing. Ukraine seemed to be fragmenting. The Russian media began an information campaign to cast the Kyiv government in the worst light, linking it to the far-right and pro-Nazi forces of the 1940s and stoking the fears of the Russophone and ethnic Russian population in the Donbas. Speculation mounted about a Russian invasion in support of the insurgents.

Together, these unexpected events produced an atmosphere of emergency and the urgency of a genuine crisis.

Like most international political crises, this one was marked by mounting fears that war might soon erupt—and spread. Faced with a full-blown insurgency in Donetsk and Luhansk, the new Ukrainian government proclaimed an “anti-terrorism campaign” in April. Soon, Ukraine's army and National Guard, together with an array of private militias acting as free agents, were at war with the rebels, and the violence intensified after the May referendums on self-rule in the two eastern provinces. That, in turn, heightened the fear of a Russian invasion in support of the insurgents—especially as Moscow massed troops along Ukraine's border and staged military maneuvers in nearby Russian regions—even though Putin asked for the Donbas referendums to be delayed and failed to recognize the “republics” that were proclaimed in their aftermath. Estonia, Latvia, and Lithuania, the NATO members most directly exposed to a wider military confrontation, implored their allies for demonstrations of support, including the deployment of troops. The question became how Russia would react if NATO obliged.

Typically, opposing sides entangled in a crisis tend to believe—rightly or wrongly—that critical interests are at stake and that their adversaries will interpret signs of conciliation as weakness. This phenomenon was apparent in Ukraine, where the contending parties were disinclined to draw back and determined to demonstrate resolve. That mindset increased the tension, and with it the fear that misperception, faulty information, miscalculation, or even an accident would create a spiraling confrontation. There were (hyperbolic) comparisons between 2014 and August 1914.

What has come to pass in Ukraine—and what is still, as of this writing, underway—is a crisis for yet another reason: the rapid pace of developments and the sense of those caught up in them that, to paraphrase Ralph Waldo Emerson, “events are in the saddle,” having acquired their own momentum and power. Those making critical decisions under such circumstances fear a loss of control. Entrenched assumptions harden, antagonists assume the worst, anxiety increases, and pessimism prevails. Ukraine has been no exception.

Thus Ukraine 2014 qualifies as classic crisis—indeed the worst to emerge between Russia and the West since the end of the Cold War—and one that will be explored and debated for decades to come. By the time it erupted, Western attitudes toward Russia had already begun to harden, thanks in large part to the 2008 Russia-Georgia war and Putin's tightening of political controls within Russia. President Obama's effort to improve the situation with a “reset” of relations with Russia was withering on the vine. This context made it even harder to calm the crisis, and the rhetorical salvos exchanged by Russia and the West did not help matters. Amidst the rising political temperature, compromise by any of the contending parties risked being dismissed by critics as naïve, even pusillanimous. In all, it was an unpropitious setting for diplomacy.

But the crisis in Ukraine had even wider ramifications. Convinced that Russia's political support and supply of arms were the taproots of the Donbas insurgency, the United States and Europe imposed economic sanctions, which increased in severity in July after a Malaysia Airways passenger jet was shot down over eastern Ukraine (almost certainly by a missile fired by the insurgents at what they had assumed was a military aircraft), killing nearly 300 passengers and crew. Moscow responded to the sanctions with an amalgam of nonchalance and defiance, rolling out its own economic penalties and threatening more. The sanctions, the suspension of Russia from the G-8 bloc of global economic powers, and the cessation of NATO's political cooperation with Moscow shredded the relationship between Russia and the West and threatened the entire post–Cold War European political-military order. The larger imperative of cooperating to advance common interests fell by the wayside. Instead, in the press and among experts there was talk of a new Cold War, a colorful but facile comparison.

By late September 2014, when we wrote this introduction, the death toll in eastern Ukraine was making global headlines. Over three thousand people had been killed, and even more seemed destined to die.4 The United Nations High Commission for Refugees estimated that many thousands more had fled their homes as refugees (mainly to Russia) or were “internally displaced persons.” In Luhansk and Donetsk, people risked life and limb to continue quotidian routines. Food and other essential supplies were scarce, anxiety abundant. Russia continued to warn that it would not tolerate this state of affairs indefinitely and hinted at a “humanitarian intervention.” On August 22, a convoy of Russian trucks with food and medicine crossed Ukraine's border without permission from the Ukrainian leadership, whose denunciation of the move as an invasion was echoed in the West. Worse still, five days later, Russian-supplied insurgent forces along with Russian troops opened a new front in Novoazovsk with the apparent aim of seizing the larger port city of Mariupol, which lies further west along the Sea of Azov's littoral, giving rise to predictions that Moscow was seeking a land corridor to Crimea. But more immediately, this gambit drew away some of the Ukrainian troops that had been advancing steadily against the rebels’ positions in Donetsk and Luhansk and reducing the territory under their control. In the south, facing a rout, the Ukrainian army was soon in retreat; in the Donbas, it was forced to yield some of the ground it had gained.

By this time, the Donbas insurgents’ leaders themselves were proclaiming publicly that several thousand Russians were fighting alongside them.5 Reports broke that Russian armored units were transgressing the Ukrainian border and even engaging in combat, that artillery was being fired into Ukraine from Russian territory, and that Russia had ramped up the supply of arms to ensure that the rebels would remain a force to be reckoned with and could be used as leverage in political negotiations aimed at settling the crisis. Moscow seemed to believe that it could back the insurgents at arm's length and with plausible deniability. But the length of the arm was shrinking by the day, and the Kremlin's denials of direct and substantial military involvement were becoming steadily implausible. NATO was considering ways to improve the Ukrainian army's effectiveness and to establish bases and pre-position arms in the Baltic trio and Poland to ease mounting fears there.6

On September 5, Russia and Ukraine and the Donbas separatists signed a ceasefire agreement in Minsk, the capital of Belarus. Though the parliaments of the EU and Ukraine ratified the AA on September 16, its implementation was delayed to mid-December at the earliest, perhaps as a conciliatory gesture to Moscow. Yet fighting continued to rage, particularly in Donetsk, and the truce threatened to be ephemeral as reports persisted of indiscriminate shelling and of people being abducted, tortured, and killed by armed groups in the Donbas. There was no sign that the Donbas insurgents were open to a deal that would reincorporate the region into Ukraine; instead, they set about building their own political institutions and readying for elections while proclaiming that their ultimate aim was to join the Russian Federation. Nor was there any indication that Russia, despite the pressure of Western sanctions, was reconsidering its support for them.

This book represents a first cut at explaining the context, causes, and consequences of Ukraine 2014. It reflects all the challenges of writing about a conflagration that is still underway. Thus, while our book may be among the first book-length treatments of the topic, it will not be the last, let alone the definitive one. We are also well aware that some of our assessments will be overtaken by events and that some of our expectations will prove wrong. With time, everyone's understanding will improve as more studies appear. But the process must start somewhere. We have chosen to begin it with this book and at this moment.

We do not offer a blow-by-blow account of the crisis itself. What we provide in Chapter 2 is only an overview. Readers interested in fine-grained, day-by-day reportage must look to the work of the many fine journalists who have covered the crisis, with no small risk to their lives. Still, we do cover the salient points: the character of the Yanukovych government and its sources of internal and external support; the nature and extent of its pathologies (corruption and crony capitalism among them); the sources of popular discontent during Yanukovych's presidency; the nature and aims of the political opposition; and the moves made by Yanukovych, the opposition, Russia, and the West that were most critical to the initiation and expansion of the crisis.

Like every crisis, this one has a backstory and a context, and we explore them in Chapter 1 by surveying Ukraine's history and its relationship with Imperial, Soviet, and post-Soviet Russia. That complex history is centuries long. Numerous questions remain in dispute to this day, not least the nature of the relationship between the Ukrainian and Russian people and between their leaders. We are not historians and make no pretense of providing a full-scale history of Ukraine. Instead, we have tried to cover as many of the historical events, stages, and personalities that bear on the crisis as best we can so as to set the stage for the rest of the book. We are, as the footnotes show, indebted to many eminent historians of Ukraine.

The 2014 crisis in Ukraine was not foreordained—nothing in politics is—but the issues that divided the opposing parties are rooted in, and have been replayed during, Ukraine's lengthy history, albeit in varying forms. This is true of the controversy over Crimea. It is true as well of the divisions between Ukraine's west and center and its south and east. These differences involve an array of issues: the interpretation of critical events in Ukraine's history, policies pertaining to culture and language, Ukrainian-Russian relations, the question of who or what bears responsibility for the present crisis, and the outlook for Ukraine's future. A historical perspective also aids in understanding the political and economic challenges Ukraine has faced since its independence in 1991 and with which it will continue to struggle no matter the denouement of the 2014 crisis. For all of these reasons, Chapter 1 surveys Ukraine's Soviet past as well as its post-independence history, and often reaches further back in time. In short, Chapter 1 is an extended scene setter, while Chapter 2 discusses the current crisis itself.

Chapter 3 is devoted to Russia, which has been central to the crisis—and in the estimation of many observers, even caused it. In our view, that verdict is incomplete and exemplifies the single factor fallacy. This crisis involves too many participants for any one of them to be cast as the singular villain or hero. Moscow's decision to encourage—some would say suborn—the Crimean referendum, its annexation of Crimea, and its political and military support for the Donbas insurgency unquestionably ratcheted up the crisis and increased the hazard of a wider war. Yet it is important to understand why Russia did what it did, what the background and immediate context of its actions were, what it feared, what it wanted, and what price it was prepared to pay. Chapter 3 takes up these questions. It also uses the crisis as an opportunity to take stock of what kind of country Russia has become—politically, economically, socially, and militarily—since 1991 and how its evolution and present strengths and weaknesses influenced its interpretation of the crisis and the actions it took in response.

Chapter 4 looks to Europe. While we do discuss the assessments and actions of particular countries, in the main we use the EU and NATO (which is overwhelmingly European, even if American-led) as lenses for examining the considerations that shaped European perceptions and policies. We also contrast Europe's substantial commercial ties to Russia with the smaller magnitude of U.S.-Russian trade and investment and investigate the role that this difference in scale played in influencing Europe's attitude and actions. The chapter also examines the extent to which the crisis was shaped by EU and NATO policies toward East-Central Europe and Ukraine and other post-Soviet states. We look, in particular, at the EU's Eastern Partnership and NATO's eastward expansion and at how Russia perceived and responded to both of these initiatives. Again, in providing this background we are not claiming that EU and NATO policies in years past “caused” the crisis. Few things in international relations have a single cause; Ukraine 2014 is no exception.

Chapter 4 pays particular attention to NATO and its future. If there is one point of agreement among commentators on the Ukraine crisis, it is that it has presented NATO with its most serious post–Cold War test. That, of course, raises the question not only of how NATO will fare but also of what the crisis implies for an alliance that has been trying to define its purpose, formerly so clear, in a world without the Soviet Union. We are not convinced, as others have claimed, that the Ukraine crisis will make NATO more purposeful and cohesive.

In Chapter 5, we consider the outlook for Ukraine on the political, economic, and security fronts. We contend that it faces enormous challenges, all of which will be made even harder by the continuing Russia-backed insurgency in the Donbas and parts of the south. Two problems deserve—and get—particular attention: the war's effects on Ukraine's already beleaguered economy, and the prospects in war-torn areas for a political solution that combines economic reconstruction and political reconciliation. Because the crisis shows no sign of ending as we complete this book, it is impossible to be confident about a particular outcome. Hence we develop three scenarios for Ukraine and discuss their implications.

In Chapter 6, our conclusion, we argue that the 2014 crisis is about more than Ukraine. What has happened is a symptom of a much larger and more complicated problem, one that has received little attention from analysts and policymakers understandably preoccupied with the immediate fallout from Russia's annexation of Crimea and its multifaceted and growing support for the Donbas rebels. The larger lesson of the conflagration in Ukraine is that there is no longer a European security architecture that Russia and the West recognize and are prepared to consider as providing rules of the road, however rough and ready. Certainly Russia has rejected it, and Moscow would doubtless respond that the West has not honored it either. The consensus underpinning a European security order may have been fraying before the crisis and was in any event embryonic and imperfect. But now it has been torn apart. In this respect, Ukraine 2014 is momentous in a way that Georgia 2008 was not.

The task facing Europe's leaders now is nothing less than fashioning a new European political and military order, one that makes crises like the one in Ukraine less likely, and easier to manage through prompt and effective diplomacy if they should erupt. Ukraine and Russia are fated by geography to live in close quarters. And economic realities—including, but not limited to, Ukraine's dependence on Russian energy—together with myriad historical and cultural legacies ensure that what one country does will continue to affect the other, for good or ill. The nature and magnitude of those effects will depend not merely on the modalities of the Russia-Ukraine relationship but also on the broader European order within which they unfold.





1
The Making of Ukraine


Visitors to Russia should not be surprised to learn from some of their interlocutors that Ukraine isn't really a nation, that it was part of Russia for centuries, and that its language is little more than Russian corrupted by Polish. Such sentiments are not limited to crackpots. At a 2008 NATO summit in Bucharest, Russian President Vladimir Putin said to President George W. Bush, “You don't understand, George, that Ukraine is not even a country.” 1 In fact, Ukraine is a country and does have a history, and Ukrainians do have a distinctive identity. Yet central to the conflict between Ukraine and Russia—and to the politics of Ukraine itself—are disputes over interpretations of that history and the nature of that identity. Chief among these disputes are disagreements about what type of state Ukraine should have and what its relationship toward Russia and the West should be.

Much of Ukraine's history unfolded outside Russia: non-Russian empires and states ruled large chunks of Ukrainian-populated territories for centuries. As a result, Ukraine always was, and still remains, regionally, culturally, and politically diverse. No European—and certainly no non-European—state has ever been homogeneous. Ukraine's heterogeneity is the historical norm, not the historical exception.

Nevertheless, for reasons of history, culture, and above all geography, the choices Ukraine makes in domestic and foreign policy will always affect its northeastern neighbor. Propinquity to Russia ensures that the Russian factor will be a perennial consideration in Ukraine's politics and economics.


The East-West Divide

One of the most contentious issues in Ukraine is the extent and nature of its integration with the West. Broadly speaking, alignment with the West resonates most strongly in central and western Ukraine, while support for Russia predominates in the south and east. Ukrainians in the east and south are more closely connected—culturally, emotionally, and politically—to Russia than their fellow citizens are. This is true especially of Ukraine's ethnic Russians, who accounted for 18 percent of the population before the 2014 war in the Donbas. Over 80 percent lived in the south and east and, according to the 2001 census, accounted for nearly 30 percent of the population in the eastern provinces of Donetsk, Luhansk, Kharkiv, Dnipropetrovs’k, and Zaporizhzhia (down from 36 percent in 1989).2

These numbers should not be taken as evidence that all Russians in Ukraine, let alone all eastern Ukrainians, wish to secede. Separatism has had strong appeal in Crimea thanks to its history, the significant presence of World War II veterans and their families within its Russian population, and the fact that it is Ukraine's sole Russian-majority province. In the Donbas, by contrast, even while proposals for autonomy via federalization have attracted significant support, calls for abandoning Ukraine and uniting with Russia, or for proclaiming independence, have not. What occurred in Crimea—a referendum followed by Russian annexation—is therefore unlikely to occur in the east. Ukraine's famed “east-west divide” should therefore be placed in perspective.3

There are large linguistic and political differences between Ukraine's westernmost and easternmost provinces, but the intervening space is marked by subtle gradations, making it inaccurate to say that the two halves of the country, separated by the Dnipro River (Russian: Dnepr), are homogeneous and irreconcilably antagonistic. Nor is regionalism the only division that matters in Ukraine. As they do elsewhere, distinctions based on class, gender, urbanism, and secularism matter too. Easterners and westerners are not monolithic in their political views, and ethnicity is not a straightforward predictor of sentiments toward Russia. In short, the broad characterization of eastern Ukraine as pro-Russian is simplistic.

Still, it would be wrong to dismiss the differences between the west and center and the south and east, which are artifacts of Ukraine's complex history. They have surfaced, as we shall see, numerous times since 1991, notably during election campaigns, the 2004 Orange Revolution, and the periodic agitations by eastern political forces demanding official status for the Russian language, autonomy, and even secession. These differences also reveal themselves in interpretations of pivotal events and personalities in Ukraine's long history.

Post-Soviet Russian nationalists started contesting Crimea's status as early as 1992. On May 21, Russia's parliament declared illegal the 1954 transfer of the peninsula to Soviet Ukraine from the Russian Soviet Federated Socialist Republic (RSFSR). Earlier in May 1992, with Russia's encouragement, Crimea's legislature passed an independence resolution by 118 to 28 and scheduled an August referendum to bring it before voters.4 Two years later, the chamber, again with Moscow's approval, adopted a constitution stipulating independence. That crisis was resolved in 1996, when Crimea became an autonomous republic with considerable powers of self-rule within Ukraine.

Crimea was not the sole example of the divide between east and west: there was also the fall 1992 campaign in Donetsk to declare Russian the second official language and the June 1993 Donbas miners’ strike, which, while fundamentally an economic protest, included demands for local autonomy.5 As the 1994 elections for the Verkhovna Rada (Ukraine's parliament, Rada for short) neared, the Donetsk and Luhansk provincial assemblies held referendums, which won wide support, on federalization, elevating the status of Russian, and deepening Ukraine's integration with the Russia-led Commonwealth of Independent States. The elections themselves offered additional proof of the divergent political orientation of the west and the center, where pro-Ukrainian parties did well, and the south and the east, which remained strongholds of the pro-Russian communists and other leftist parties.



The Assemblage of Ukraine

Ukrainians generally trace their nationhood and statehood to the Kyivan Rus’ state that existed from the ninth to the thirteenth centuries in the area roughly comprising today's Ukraine, Belarus, and western Russia. So do Belarusians and Russians. The latter, in particular, consider Kyiv (Russian: Kiev) the “Mother of Russian cities.” Ukrainians are apt to counter with the claim that Kyiv is the capital of today's Ukraine and is situated in the heart of ethnically Ukrainian territory, similar to Rome's place in Italians’ conceptions of their history. They are also apt to insist that the decline of Kyivan Rus’ and its eventual destruction by the Mongols constituted a loss of statehood, not of national identity. They would also note the revival of Ukrainian statehood in the seventeenth and eighteenth centuries, in the form of the various Cossack (Ukrainian: Kozak) polities associated, most notably, with such Hetmans, or leaders, as Bohdan Khmelnytsky and Ivan Mazepa. The absorption of the Hetman states by Imperial Russia and the Polish-Lithuanian Commonwealth represents, in this narrative, the second time that statehood was lost while nationhood endured.

By the seventeenth and eighteenth centuries, the lands of contemporary Ukraine and the forebears of today's Ukrainians were parceled out among Poland, Russia, the Ottoman Empire, and the Habsburg Empire, a consequence of wars and the rise and fall of empires and states. As the noted historian of Ukraine Roman Szporluk tells us, prior to the 1660s, the bulk of the spaces inhabited by Ukrainians was under Polish rule, within the Polish-Lithuanian Commonwealth, and extended beyond the Dnipro River, encompassing Kyiv.6 Even after the gains Russia made at Poland's expense—and that were recorded in the 1667 Treaty of Andrusovo, which ended a war of over thirteen years between Russia and the Polish-Lithuanian Commonwealth—only the areas corresponding to two of present-day Ukraine's provinces, Chernihiv and Poltava, along with the city of Kyiv, passed to the Russian Tsar. (See Figure 1.1.) Ukrainians west of the Dnipro remained under Polish rule; most were peasants who worked the vast latifundia owned by Polish noblemen-landlords and administered by Jews. The partitions of the Polish-Lithuanian Commonwealth between 1772 and 1795 transferred more of its Ukrainian-populated lands to Russia, but the Austrian Habsburgs annexed some as well. In the Austrian province of Galicia, Poles predominated in the west, Ukrainians (known as Ruthenians or Rusyns) in the east, though the Poles still lorded it over Ukraini ans in eastern Galicia. The Habsburg province of Volhynia too contained Ukrainians, albeit a minority.

[image: c1-fig-0001.jpg]
Figure 1.1 
Ukrainian provinces.

Ukrainians would be redistributed yet again after World War I, this time among the states that rose from the ruins of the Habsburg, Russian, and Ottoman empires. Eastern Galicia became part of a new Polish state that was reconstituted under the post-war settlement. Czechoslovakia gained Transcarpathia (today's Zakarpattia province in the west), which it then lost to Nazi-allied Hungary in 1939. Romania absorbed what now corresponds to Ukraine's Chernivtsi province. These territories would not be incorporated into the Soviet Union until Stalin invaded Poland following his 1939 “non-aggression” pact with Adolf Hitler. (Ukrainians generally welcomed the Soviet advance into eastern Poland, believing that it would free them from Polish rule and lead to independence rather than ending in incorporation into the USSR.7) In fact, war with Germany, following Hitler's decision to go to war against the USSR in 1941, interrupted the absorption of these lands, which was completed only following the USSR's final victory on the eastern front in 1945.

The interim years were marked by bewildering and bloody complexity.8 Ukrainian nationalist organizations—the branches of the Organization of Ukrainian Nationalists (OUN) led by Stepan Bandera and Andrii Melnyk—turned on one another with ferocity. The defeated Melnyk wing collaborated with the Nazis in the (misplaced) hope that doing so would enable the creation of a Ukrainian state once the war ended. The Bandera group briefly cooperated with the Germans but then fought them, as well as Soviet partisans and the Red Army, for the same objective: statehood. Many Ukrainians joined Nazi police forces and helped in the destruction of Galician and Volhynian Jews. The OUN-Bandera's fighting arm, the Ukrainian Insurgent Army (UPA), expelled (and killed) en masse Poles from Galicia and Volhynia because it considered these territories parts of a future Ukrainian homeland and viewed Poles as conquerors and interlopers.9 That violence provoked harsh reprisals from Polish partisans and ignited a pitiless civil war between the two nationalities. This bloody conflict compounded the deportations and mass murders perpetrated during the successive occupations by the Soviet Union, Nazi Germany, and again by the Soviet Union, between 1939 and 1945.

Ukraine's south and parts of its east—including Crimea (home since the fifteenth century to the Crimean Tatars), Odessa, Mykolaiv, Kherson, Donetsk, and Dnipropetrovs’k—had a different history. They were joined to Russia after being wrested from the Ottoman Empire in 1783 by Catherine the Great, and came to be known as “Novorossiya” (New Russia). This moniker has now reappeared in the lexicon of Russian nationalists favoring eastern Ukraine's secession (à la Crimea) or a federal arrangement that offers autonomy from Kyiv. The term is also used by the insurgents who have proclaimed “republics” in Luhansk and Donetsk. Putin himself used the term twice in 2014: during his annual marathon public Q&A in April and again in the title of his August address to Russian-backed separatist fighters in Ukraine.10 The Russian president has asserted—and he is not alone—that Ukraine's claim to these territories is tenuous because they were allocated to the Ukrainian Soviet Socialist Republic only in the 1920s (along with Crimea three decades later). Now that Russia has absorbed Crimea, if “Novorossiya” were to become a Russian-sponsored statelet comparable to the former Georgian territories of Abkhazia and South Ossetia, or if it were to be annexed by Russia, Ukraine would lose its coastline, some 20 million in population, and its most industrialized regions.11 So what may appear an abstract debate about history's fine points in fact carries serious implications.

This historical sketch shows that Ukrainian lands, on the whole, have not always been ruled by Russia. Some lands, mainly those gained from Poland in 1667, have indeed been ruled by Russia for 300 years, but the rest remained outside Imperial Russia and the Soviet Union for long stretches, in some instances until the end of World War II. Modern Ukrainian nationalism started to emerge in the nineteenth century, kindled by an intellectual and cultural symbiosis between Ukrainians living under Polish and Russian rule and Ukrainian intellectuals from the Russian Empire. Among these figures were Mikhaylo Drahomanov and Mikhaylo Hrushevsky, who contributed in ways similar to their western counterparts, such as the poet and writer Ivan Franko, for whom the city and province of Ivano-Frankivsk are named. As in most Eastern European countries, intellectuals and clergy led the way, mobilizing a predominantly peasant population and working to construct a national identity distinct from those of the two overlords, Poland and Russia.

These nationalizing projects were conditioned by the political, economic, and cultural circumstances prevailing in the empires that ruled their respective parts of Ukraine. Ukrainians in the west were well governed by the Habsburgs and, from the 1920s, less well by Poland, and lived very different lives from those of their Russian-ruled eastern kin.12 Under the Habsburgs, and to a lesser extent under Poland, Ukrainians had their schools, publications, civic organizations, and political parties, and the Ukrainian Greek Catholic Church was recognized. In a word, the political world was liberal by the standards of the time. Not surprisingly, when the Red Army drove Nazi troops from Ukrainian territories, the fiercest armed resistance to Stalin's annexation of the Ukrainian-majority areas of eastern Poland arose in the west. (The resistance failed but lingered into the early 1950s.) In the east, by contrast, many Ukrainian intellectuals, gentry, clergy, and professionals were Russified, whether by choice or as a consequence of Imperial Russian policies, by the nineteenth century; tsarist decrees banned the Ukrainian language until the early twentieth century, and the Ukrainian Orthodox Church was subsumed by its Russian counterpart.

Ukrainian states emerged amidst the upheavals created by World War I. Following the fall of the Habsburg Empire, the Western Ukrainian People's Republic was proclaimed in Eastern Galicia, but it soon lost the province to Polish troops. Three successive Ukrainian polities sprouted in the east—owing to events too complex to cover here—but failed because of their inability to establish effective state and military institutions, because of the inchoate nationalism of Russian-ruled Ukrainians, and, in one instance, because of the defeat of Germany, which had acted as the polity's sponsor. Although the Ukrainian national movement that emerged in Kyiv enjoyed significant support among the intelligentsia (and to a lesser degree the peasants), it was no match for the armies of the Russian Bolsheviks and their enemies, the Whites. Moreover, the Bolsheviks had considerable support in the Russified and industrialized east, especially among the working class. The leaders of western and eastern Ukraine even cooperated briefly to form a single state, but it proved tenuous, not least because Ukraine's lands became a venue for savage wars involving Polish, Bolshevik, and White Russian forces as well as anarchists, bandits, marauders, and warlords. Increasingly, the Ukrainian national movement became marginalized on its own territory. When Poland and Soviet Russia fought over the territories that lay between them after World War I and struck a deal in 1921, the Poles abandoned the Ukrainian forces of Symon Petliura with which they had aligned in hopes of gaining an independent state. Ukrainians’ quest for statehood again came to naught. Under the Treaty of Riga, some four million of them were apportioned to Poland.13 The rest became part of the Ukrainian Soviet Socialist Republic, with its capital in Kharkiv and later Kyiv, which by the latter half of the 1920s contained 26 million people.

Ukrainian language and culture were revived during the short-lived period of korenizatsiya (“nativization”) in the 1920s, but with Stalin's consolidation of unrivalled power, both were transformed into a medium for instilling “socialist consciousness” and conformity to an ideology that was Ukrainian in form, socialist in content, and intolerant of nationalism. The famine of 1932–1933 (now known to many Ukrainians as the Holodomor), which coincided with a rollback of nativization and the brutal repression of the Ukrainian intelligentsia and Ukrainians in the communist part suspected of nationalism, marked Soviet Ukraine's transformation into an appendage of Moscow.

The next big expansion of Soviet Ukraine's boundaries occurred in late 1939, when, as a result of the Soviet-Nazi partition of Poland, eastern Poland was “liberated” and its Belarusian- and Ukrainian-populated territories adjoined to the Belorussian and Ukrainian SSRs (Soviet Socialist Republics). Soviet historiography celebrated western Ukraine's incorporation into the USSR as a “progressive” achievement, one that would be finalized starting in mid-1943, once the Red Army turned the tide against Nazi Germany following the epic battle of Stalingrad. A final territorial reallocation took place in 1954, when, on Nikita Khrushchev's initiative, the USSR Supreme Soviet transferred Crimea—then within the RSFSR—to the Ukrainian SSR, a decision that post-Soviet Russian nationalists would denounce as a wrong that required righting.

As we shall see, the divergent experiences of western Ukrainians and their kin in the south and east have left their mark on independent Ukraine in the form of differences on matters ranging from identity and internal politics to foreign policy. These differences would reemerge in 2013–2014 and segue into a clash between Russia and the West over Ukraine's future.



Revolution from Above

Ukrainian independence became a reality in 1991 following the unexpected implosion of the Soviet Union. But it would be uncharitable as well as inaccurate to say that Ukraine's independence (and that of the other thirteen non-Russian post-Soviet states) was delivered from above rather than won from below; if it was helped by the dissolution of the USSR, it was helped as well by intrepid individuals, mass demonstrations, numerous and variegated civic organizations, patriotically inclined local communists, and intellectuals animated by wide-ranging discussions of once-banned topics. This ground-level ferment was particularly powerful in the Baltic states (Estonia, Latvia, and Lithuania), the South Caucasus (Armenia, Azerbaijan, and Georgia), and Ukraine. But it would never have been tolerated in the unreformed Soviet Union, where dissent was a ticket to imprisonment, exile, or worse. The difference was that the political changes in Moscow that unleashed these destabilizing forces also stayed the hand of state repression.

Those changes, which surprised even seasoned observers of the Soviet Union, began in 1985, when the new head of the Soviet communist party, Mikhail Gorbachev, and other like-minded leaders decided to reform the system in order to save it. The purpose of perestroika and glasnost’, Gorbachev's catchwords for economic restructuring and political liberalization, was to create a new, rejuvenated socialist order featuring economic dynamism and increased political openness and to end “the period of stagnation,” as the last years of Leonid Brezhnev's long rule came to be known. The attempt to reform a sclerotic system from above enabled challenges from below to gain strength and to shake—and eventually dismantle—the Soviet colossus. Even the most reform-minded leaders inside Gorbachev's circle did not, of course, intend this denouement. The “Gorbachev phenomenon,” as Moshe Levin called it, exemplified the law of unintended consequences and vindicated the wisdom of Alexis de Tocqueville's observation that revolutions arise not when stagnation persists but when change commences.14

Gorbachev's program created consternation among conservatives and incited feuds between the friends and foes of change, the more so once the system was under siege. The dramatic debates in the media revealing the Soviet leaders’ numerous failings, blunders, and cruelties were rapidly denuding the system's legitimacy and its capacity to control events. In the summer of 1989, Eastern Europe's communist regimes fell in rapid succession, and, in contrast to Hungary in 1956 and Czechoslovakia in 1968, Soviet tanks were not dispatched to crush the revolts. Those signal events emboldened opposition forces within the Soviet Union. Boris Yeltsin, having already broken with Gorbachev, resigned from the communist party in 1990 and started setting the political pace in the Russian Republic, the heart of the Soviet Union, in cooperation with radical reformers in the other republics.

The tremors Gorbachev's reforms created in the Soviet Union's center soon pervaded the periphery. In 1988 mass demonstrations began in the Baltic republics, and independence was on the agenda. Once the protest rallies spread to Ukraine— the most consequential republic next to the RSFSR—the Soviet Union's days were numbered. The protests started in the bastion of Ukrainian nationalism and anti-communism, Lviv, drawing tens of thousands of people onto the streets. Soon, the demonstrations swept eastward and reached Kyiv, the capital, and other parts of central Ukraine. The south and the east (the Donbas), where the communist party's conservative elements exercised more control, were quiet by comparison. Still, by 1989 most of Ukraine was awash in political agitation.

Ukraine was the most important of the fourteen non-Russian Soviet republics for several reasons. Together with the RSFSR and Belorussia, it constituted the Slavic trio, which evoked memories of the Eastern Slav's first state, Kyivan Rus’. Ukraine was also the second most populous Soviet republic. It guarded the Soviet Union's western frontier and served as a corridor to Soviet-controlled Eastern Europe. Comparable to France in size and to Italy in population, it contained some 50 million people. It was rich in raw materials, its east brimmed with industries and mines, and, thanks to its famed “black earth,” it was also a breadbasket. It was an important producer of armaments as well. On the cultural-historical front, Ukraine was central to the emergence of Russian civilization and the formation of Kyivan Rus’. Not for nothing did Gorbachev remark that without Ukraine there could be no Soviet Union.15



Ukraine: High Politics

The Ukrainian communist party's boss, Volodymyr Shcherbytsky, deemed Gorbachev's reforms misguided, even dangerous. In 1989, Shcherbytsky, aged, ill, and demoralized, resigned; he died the following year. Following brief stints by two lackluster successors, the spotlight shifted to the man who would play a decisive part in Ukraine's independence, the second secretary of the Ukrainian communist party and its counter-propaganda chief, Leonid Kravchuk. Unlike Shcherbytsky and his two immediate successors, whose roots were in the Russified Donbas, Kravchuk had been born in the west (in Volhynia), had first-hand experience of the Ukrainian nationalist resistance, and spoke fluent Ukrainian. As the party's counter-propagandist, he was also conversant with the language and logic of “bourgeois nationalism,” which he soon adopted.

Kravchuk's background worried party conservatives, particularly those from the Donbas. They thought his conciliatory approach toward the political opposition was a formula for disaster because it seemed to legitimate and encourage increasingly influential anti-Soviet forces. Their fears were not unwarranted. In the March 1990 elections to Ukraine's parliament (Verkhovna Rada)—after which Kravchuk was chosen as chairman of the legislature—the non-communist opposition had fared well and become a force to be reckoned with. The opposition's success in finding common ground with reform-minded communists and ex-communists strengthened them further. Most Ukrainian opposition leaders still had not publicly called for independence and instead sought greater autonomy within a Soviet Union reconceived as a true federation. Yet independence was becoming a real possibility, and to many, an inevitability. That made the communist conservatives doubly suspicious of Kravchuk: they feared that his conciliatory tactics would eventually destroy the communist party's seventy-year political monopoly and thus the Soviet Union itself.



Ukraine: Low Politics

The Gorbachev phenomenon, the battle between reformers and conservatives in Moscow and in several Soviet republics, elections that weakened the communist party's grip, and the comings and goings of leaders—these were all part of the drama that would culminate in an independent Ukraine. But Ukraine's sovereignty also resulted from socioeconomic changes on the ground that both shaped and were enabled by elite-level politics.

Foremost among these was the deepening economic crisis, which strengthened the anti-Soviet forces and weakened the system's defenders. While it had many causes, the overarching one was that Gorbachev's reforms had disrupted the established economic order based on centralized planning and allocation but failed to create a working alternative. In part, this was because Gorbachev and his fellow reformers lacked a clear conception, beyond generalities, of what they wanted to do, and how. Yes, they wanted to reenergize the socialist project by making it more efficient, productive, and free. To this end they favored decentralizing decision-making and permitting more leeway for private property and market forces. But beyond that, their aims were fuzzy. What was clear was that they had no intention of creating a capitalist system in which the state's role was pared down to running a few sectors of the economy, providing basic social services, and playing a regulatory role while private property and supply and demand did the rest, all within a multi-party polity.

The reforms had many unforeseen and counterproductive consequences. The liberalization of prices, however limited, made many essential goods costlier for consumers. The subsidies that continued to flow to state companies so that they could avoid politically perilous layoffs strengthened inflation. Inflation, in turn, created an underground economy in which scarce goods could be obtained at high prices and through good connections. A mismatch arose between people's cash savings and bank deposits and retirees’ pensions, on the one hand, and the inflation rate, on the other. The latter was below 5 percent when Gorbachev took the helm; by 1991 it had reached 200 percent.16 Foreign debt, which totaled $800 million in 1988, soared to a net $46 billion in 1990.17

These disruptions soon reached Ukraine.18 By 1992, its economy had shrunk by a fifth and inflation had reached 2,500 percent. Scarcity and skyrocketing prices increased the already enormous corruption. The percentage of Ukrainians living in poverty rose from 15 percent in 1989 to 50 percent by 1992. The disruption of supply networks made seeds and machinery scarce and unaffordable to farmers. Ukraine's coal, steel, and heavy industries slumped given their dependence on demand from other parts of the Soviet Union, particularly the Russian heartland, which also struggled to maintain production and employment. The Donbas was hit especially hard. A reform-induced economic revival might have shored up support for the Soviet system. But it proved elusive, and the communist party became a symbol of rudder-lessness. An increasing number of Ukrainians began to wonder whether independence, which would provide local control over economic decisions, was the way out of the mess.

On the political front, glasnost’ permitted the emergence of numerous Ukrainian civic and cultural organizations. As demoralization gained grounds in the communist party ranks—in 1989, 6,200 cadres resigned from the Ukrainian party and in 1990, 251,000—non-party organizations filled the political vacuum.19 Thousands were formed with breathtaking speed, with reformists and nationalists in the forefront. Leading the charge was the Ukrainian Popular Movement, or Rukh, whose founding congress in September 1989 attracted nearly 3,000 participants. Nationalist organizations such as Rukh were overwhelmingly ethnic Ukrainian in membership and rooted in the west. They had little purchase in the Russified south and east. Unsurprisingly, coal miners emerged as a political force in the Donbas.

Among the consequences of the birth of civil society was the exploration of historical topics that were proscribed or on which there was a mandatory official line.20 The 1932–1933 Ukrainian famine—the Holodomor—was one of them.21 In a sign of the times, official documents pertaining to it were released for the first time, leading many to conclude that the Stalinist system had employed the famine—which, according to current demographic estimates, killed three to four million Ukrainian peasants—to destroy Ukrainian nationalism.22 Reinterpretations of the late 1920s and the 1930s focused on the resistance to collectivization, on the killing and mass arrests and deportations of the peasantry, and on the show trials and executions that decimated the Ukrainian intelligentsia and the local communist party during the Stalinist purges. The Western Ukrainian People's Republic, in formerly Habsburg lands, and the Ukrainian People's Republic, in formerly tsarist lands—both treated in Soviet historiography as retrograde and “bourgeois-nationalist”—were reassessed as participants in a heroic, though ill-fated, phase in the Ukrainian nation's long quest for self-determination. The traditional symbols of the Ukrainian national movement, the yellow and blue banner and the trident, reappeared, as did its anthem, “Ukraine Still Lives.” Figures associated with Ukrainian nationalism, such as Mikhaylo Hrushevsky, Ivan Franko, Symon Petliura, and the left-leaning writer Volodymyr Vynnychenko (a leader in one of the ephemeral post-World War I Ukrainian states) became iconic. The revisionism reached even further into the past, focusing on Hetman Bohdan Khmelnytsky's ill-fated alliance with Muscovy in 1654 and the defeat of Hetman Ivan Mazepa (and his Swedish allies) at Russian hands at Poltava in 1709. This reconsideration of the past and reimagining of the future had the most resonance in western and central Ukraine.

None of these fresh-eyed forays into history occurred without controversy. Particularly sensitive were positive reassessments of the nationalist movement in wartime and post-war western Ukraine—especially of the OUN and the UPA, and nationalist leaders such as Stepan Bandera. Both organizations had been portrayed in Soviet historical accounts as the tools of quislings, fascists, and killers of Russians, Poles, and Jews in Volhynia and Galicia. Recasting these figures in a positive light looked to some like an attempt to prettify World War II nationalists; it stirred hostility, especially in the Russophone south and east, where separatism had already gained appeal. In Crimea, it had already become a topic of discussion, and a January 1991 referendum on “restoring the Crimean ASSR [Autonomous Soviet Socialist Republic] as a subject of the USSR” was approved by 93 percent of voters.23 This vote, together with the campaign to nullify Crimea's 1954 transfer to Ukraine, put Kyiv on notice that Ukrainian independence could spawn secessionist movements.

Nationalist sentiment was further stoked by public anger over industrialization's desecration of the natural environment. The damage was easily portrayed as the result of an economic model that had been forced on Ukraine. The explosion at Chornobyl, less than a hundred miles north of Kyiv, on April 26, 1986, crystallized these concerns about the toxic impact of politics on the environment and lent further credence to claims that Ukraine, far from having been a beneficiary of Soviet modernization, was a prime victim.

Religion, too, fueled Ukrainian nationalism. Churches that had been banned—the Ukrainian Greek Catholic Church and the Ukrainian Autocephalous Orthodox Church (UAOC)— reemerged. The Soviet regime had treated them as purveyors of secessionist and anti-Soviet sentiment that were, moreover, connected to anti-communist organizations in the Ukrainian diaspora. Their revival, their campaigns to reclaim lost parishes and properties, and their success in attracting worshippers, along with the return of exiled church leaders, strengthened nationalist sentiments, above all in western Ukraine. The reappearance of the UAOC, in particular, threatened the dominance the Moscow-based Russian Orthodox Patriarchate had long enjoyed in Ukraine through its local affiliate, the Ukrainian Orthodox Church (UOC). (The Moscow Patriarchate's problems would increase following Ukraine's independence and the appearance of the Ukrainian Orthodox Church–Kyiv Patriarchate, which rejected the Moscow patriarch's authority and was welcomed by independent Ukraine's first president, Leonid Kravchuk.)



The Endgame

As 1990 ended, the USSR's dissolution was a matter of when, not if. In October, strikes and protests erupted across Ukraine. Among the demands were calls for Ukrainian soldiers to be stationed only within Ukraine, new elections to the Rada, and the confiscation of the communist party's properties. In March 1991, Gorbachev made a last-ditch effort to save the union by calling a referendum, but it yielded a mixed result. In Ukraine, 70 percent of voters approved his proposal for a revamped federation, but 80 percent supported Ukraine's autonomy, which meant that Ukrainian laws would supersede Moscow's. And in July, following the pattern in other republics, the Rada established a Ukrainian presidency.

Important as these developments were, the decisive blow came on August 19, 1991, in Moscow. While Gorbachev was vacationing in the Crimea, his opponents placed him under house arrest and formed an Emergency Committee, clearly a prelude to a clampdown aimed at rolling back the revolution. But Yeltsin rallied the opposition in Moscow, demonstrations erupted in various republics, and within three days the coup had collapsed. By the end of the year so had the USSR.

Kravchuk had hedged his bets and avoided condemning the coup leaders until well after their failure was evident.24 But, ever the nimble political operator, he gave fulsome support to the Rada's declaration of independence on August 24. By contrast, President George H.W. Bush and his administration clung to hopes that the USSR might survive as a loose federation. It was too late for that. On December 1, a referendum on Ukraine's independence was approved by 90 percent of the voters. Though it won a majority in all of Ukraine's provinces, the margin was noticeably smaller in Crimea (54 percent) and the eastern provinces. Simultaneously, Kravchuk was elected president, besting four other candidates and garnering nearly 62 percent of the vote.

A week later, the presidents of the Slavic troika—Belorussia's Stanislau Sushkevich, Russia's Yeltsin, and Ukraine's Kravchuk— gathered at a hunting lodge in the Belovezh forest in western Belorussia. Gorbachev had proposed a new Union, and Yeltsin and Sushkevich had come prepared, in principle, to discuss a possible arrangement along these lines. But Kravchuk would have none of it and reminded them that Ukraine had chosen independence in the recent referendum. As he recalled later, “I arrived armed with the expression of all-Ukrainian will. Moreover, I already possessed the status of president.” 25 He acted like one and forbade the Ukrainian delegation from participating in the drafting of documents that backtracked on independence. In the end, the Slavic trio declared the Commonwealth of Independent States, a formulation whose practical effect was the death of the Soviet Union—and the definitive independence of Ukraine.



Independent Ukraine

Overnight, Ukraine had become a “post-communist” country. But what precisely did that mean?26 On this there was little consensus. Some parties favored the consolidation of democracy and the initiation of market-oriented economic reform, but none of them had become a national force. Though banned, the communist party was not dead; it reconstituted itself in 1993 and won more votes—3 million, three times as many as its nearest rival won—than any other party in the 1994 Rada elections. And the communists had no enthusiasm for democracy or capitalism. They and their parliamentary partners, the Socialist Party and the Peasant Party, feared that a march to the market would produce more poverty and inequality, adding to the already severe economic insecurity. The continuing economic collapse of the 1990s spread that insecurity and ensured leftist parties a solid electoral base, especially in the industrialized, Russified south and east. (See Figure 1.2.)
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Figure 1.2 
Ethnic majorities throughout Ukraine.

This lack of consensus in newly independent Ukraine reflected, in part, Ukraine's seven decades of Soviet rule, and before that Ukrainians’ history of having lived apart in empires and states that differed culturally and politically. The Soviet legacy also affected Ukrainians’ notion of who they were. Ukraine was now a national state. But the meaning of “national” was ambiguous. Did it connote a state for the Ukrainian nation or for the people of Ukraine? For many, especially in the western and central provinces, Ukraine's adoption of the national movement's flag, trident, and anthem represented the realization of a dream: a Ukrainian nation-state. 27 Most nationalists were willing to grant language and cultural rights to Ukraine's non-Ukrainian ethnic groups, but minority nationalities such as Jews, Crimean Tatars, and Russians were skittish about “Ukrainianization.” Jews had adopted an urbanized culture and identity that had historically been Russian. Crimean Tatars were happy to be in Ukraine rather than Russia (Stalin had expelled them from Crimea during the war), but they wanted to revive their own language and culture within their historic homeland. The sentiments of Ukraine's ethnic Russians were—and remain—particularly important, as they accounted for 36 percent of the population on average of the five eastern provinces of Donetsk, Luhansk, Kharkiv, Dnipropetrovs’k, and Zaporizhzhia.28 Then there were the ethnic Ukrainians who regarded Russian as their first language and were concentrated overwhelmingly in the south and east.

Ukrainian elites attempted to unify these disparate constituencies by declaring Ukraine a state of all of its citizens, whatever their nationality, while committing themselves to the promotion of Ukrainian as a state language. This formulation seemed a reasonable compromise, but it did little to assuage those who wanted Russian to be recognized as the second official language. But that solution would have been thin gruel for Ukrainian nationalists, who yearned for a state and society bearing the stamp of the Ukrainian language and culture and who feared that the state's commitment to promoting both would amount to lip service.

Ukrainians considered themselves Europeans, but that too was hazy. For some, Europeanism required that Ukraine cooperate with the European Union and NATO in hopes of eventually joining both; they regarded alignment with Russia as tantamount to a turn away from Europe and a reversion to Russian hegemony. Europe itself had no coherent plan for Ukraine in the early 1990s, let alone one involving EU and NATO membership. Moreover, European leaders noted Moscow's aversion to the eastward extension of western economic and military organizations. For other Ukrainians, principally in the east and south, Europeanism connoted greater cooperation with Russia, with which they felt a strong kinship based on history, language, and culture. But integration with Russia could not easily be reconciled with EU and NATO membership and, in any event, would have been unpopular in western and central Ukraine. In short, Ukrainians’ conceptions of foreign policy were inseparable from their various conceptions of national identity and statehood.



The Kravchuk Years

Kravchuk managed his country's east-west divisions deftly, preventing them from precipitating a bloody breakup. And he found a stopgap solution to a closely related problem: the Russian Black Sea Fleet's future rights to its base, the Crimean port of Sevastopol. In 1992, he and Russian president Yeltsin signed an agreement on joint control of the flotilla that deferred a decision on basing rights for three years, but Kravchuk rejected Russian ownership of any part of Crimea.29 The January 1994 Trilateral Statement, signed by Russia, the United States, and Ukraine addressed concerns about a nuclear-armed Ukraine. The accord enabled Ukraine to transfer its Soviet-era nuclear weapons to Russia— completed in 1996—and to accede to the Nuclear Non-Proliferation Treaty.30 The deal was sweetened by American economic aid and security guarantees. The latter were strengthened in December when the three leaders, together with the British prime minister, signed the Budapest Memorandum that included a pledge “to respect the independence and existing borders of Ukraine.” 31 Under Kravchuk, Ukraine also established a national army out of the Soviet military units on its territory, and its diplomatic missions abroad grew apace. Together, these measures consolidated the external elements of Ukraine's independence.

Kravchuk's economic record, by contrast, was dismal. As the economist Anders Åslund has written, “Economic policy could not have been more disastrous. … No postcommunist country was hit by such hyperinflation and such a huge decline without war as Ukraine. No market economy was built, and a sheer minimum of privatization was undertaken. An entrenched machine of rent-seeking was established.” 32 The statistics bear out this verdict. Ukraine's inflation rate leaped to 10,000 percent by 1993, and its economy contracted by 60 percent in the 1990s. Nominal wages surged, accelerating price increases and bloating the budget deficit, but real wages plummeted by 63 percent between 1990 and 1993.33 Nearly a third of Ukrainians lived in poverty, particularly villagers, the aged, and retirees.34 A struggling, shrinking middle class survived by working multiple jobs, buying goods abroad and reselling them at home, or laboring as caregivers in Europe and construction workers in Russia. Amidst this penury a super-rich elite surfaced, gaming the system and creating the corruption and cronyism, the politics and economics of oligarchy that still endure in Ukraine.

Kravchuk's government was hobbled by two additional factors. First, he had to focus on strengthening Ukraine as a state and on consolidating its security, issues that became urgent following the USSR's collapse. Second, neither his government nor Ukraine's elite then consisted of market-oriented reformers: the nationalist opposition focused on issues of culture, identity, and state-creation, while the communists were hostile to the market. As a result, while Eastern Europe's post-communist countries moved toward the market, Ukraine remained mired in a no-man's land between a centrally planned economy that no longer worked and a market economy that did not yet exist.



Two-Term Kuchma: The System Sinks Roots

Elections in new nations, while often eagerly anticipated, can produce unrest, even bloodletting. Ukraine's first presidential vote in 1994 was a welcome exception to this trend. Because no candidate won a majority in the first round, the two top contenders, Kravchuk and Leonid Kuchma, entered a runoff. Kuchma won with 52 percent to Kravchuk's 45 percent. Though the presidency changed hands peacefully, the elections revealed anew Ukraine's east-west division: Kravchuk, who billed himself as the guardian of independence and suggested that Kuchma would coddle Russia, carried the central provinces and dominated the western ones while Kuchma, who favored increased cooperation with Russia and official status for the Russian language, won almost three-fourths of the votes cast in the south and east.35 Kuchma was reelected in 1999, defeating the communist party's candidate, Petro Symonenko. The regional divide appeared again: Kuchma, who stressed reform, won handily in the west, where Symonenko, aptly seen as a Soviet era relic and champion of integration with Russia, had scant support.

Unlike Kravchuk, Kuchma, who had served as prime minister from October 1992 to September 1993, was an easterner. Born in Chernihiv province and educated in Dnipropetrovs’k, he had made his career in the city's massive Yuzhmash complex, which produced ballistic missiles and rockets, and become its director. Despite Kuchma's background, his electoral base in the first election, and a campaign that played to eastern apprehensions about Ukrainianization were Kravchuk reelected, Ukraine's 1996 constitution did not provide for dual citizenship, Russian as a state language, or federalization. Nor did Kuchma support Crimean separatism.36 Although the province had established a presidency and parliament in 1994, he eased out its pro-independence president in 1996 and abolished the office. The Crimean constitution adopted that year provided for autonomy but not separation.

Kuchma also contained the Crimean problem through the 1997 agreement with Russia on the Black Sea Fleet's status.37 The fleet's ships were divided, with Russia getting over 82 percent of the ships and a twenty-year lease on Sevastopol with the possibility of a five-year extension. Ukraine received an annual rent of $97.75 million, to be applied against its $3 billion debt to Russia, and Moscow's recognition of Ukrainian sovereignty over Sevastopol. The deal would not prevent Crimea's separatists from seeking Moscow's support or from receiving encouragement from Russian nationalists, but it settled an unresolved issue that could have compounded Kyiv's Crimea problem. Still, in western Ukraine Kuchma was perceived as the representative of eastern powerbrokers favoring alignment with Russia.38

Although Kuchma stressed strengthening ties with Russia in his first campaign, he courted the EU and NATO and parried Russia's efforts to press Ukraine to strengthen ties with the CIS and to join the Collective Security Treaty Organization and the Eurasian Economic Community (EEC). He exchanged visits with U.S. President Bill Clinton and, together with Vice President Al Gore, chaired a commission created to expand cooperation between the United States and Ukraine. Ukraine also became the third largest recipient of American economic aid. In 1997, NATO and Ukraine signed a Charter on a Distinctive Partnership and in 2002 an Action Plan affirming Ukraine's “long-term goal of NATO membership.” 39 In May 2002, Kuchma announced Ukraine's desire to join NATO, reaffirming it first in a presidential decree in July and later in Ukraine's June 2003 military doctrine, which committed Ukraine to becoming a “full-fledged member” of NATO and the EU. Kuchma's policy went beyond phraseology: Ukraine joined NATO's Partnership for Peace and held military maneuvers with NATO, and its troops supported the alliance's missions in Kosovo and Iraq. Kuchma was no less assiduous in pursuing integration with the EU, while realizing that membership remained a distant prospect.

Only when it was evident that neither western organization was about to offer Ukraine membership, or even a clear path to it, and that scandals produced by corruption, election rigging, and repression had undermined him in the West, did Kuchma tack toward Russia. In June 2004, he stated that Ukraine was not yet ready to join NATO, and a July presidential decree deleted the reference to NATO membership from Ukraine's military doctrine, substituting it with a reference to “a substantial deepening of relations with the alliance,” a move that coincided with his meeting with Putin.40 Having initially spurned the Russia-led EEC, Kuchma opened negotiations on membership in 2002; in 2003, he accepted the largely symbolic post of chairman of the CIS, whose plans for integration he had originally parried as part of the GUUAM coalition of Georgia, Ukraine, Uzbekistan, Azerbaijan, and Moldova.41 His opponents’ criticisms notwithstanding, these gestures were a far cry from integration with Russia.

As for Kuchma's domestic policies, it was during his two-term presidency that the worst features of Ukraine's political economy were established.42 Still, the economic reforms of his first term, and the gains they brought, were undeniable. In 1996, a national currency, the hryvnia, replaced the stopgap karbovanets. Prices were decontrolled, and formerly scarce basic goods started reappearing on store shelves. Public expenditures were curbed. Inflation, which exceeded 400 percent in 1994, dipped to single digits by 1997. Export quotas and licenses that impeded efficiencies and ensured windfalls to crooked officials were cut back. Failing state companies that drained the treasury were privatized. Small enterprises were almost fully privatized by the end of 1996. Whereas 400 medium and large state enterprises had been sold by 1992, over 6,000 had been sold by early 1997. In 1992, the private sector accounted for about 10 percent of GDP; by 2002, it accounted for 60 percent. Viktor Yushchenko, the respected former central bank chief, was appointed prime minister in December 1999, and though his tenure was short-lived (he was fired in May 2001), his reform program produced economic growth for the first time since independence, with the pickup commencing in 2000 and the pace averaging 8.4 percent through 2004.43

The reforms and growth rates drew praise from the West and from the IMF, which in 1994 and 1995 had supported Kuchma's reforms with loans totaling $2.5 billion. But the reforms of his first term stalled and became sporadic at best in the second. In part, that was because Kuchma himself was ambivalent about them. Moreover, seven different prime ministers served him, and the revolving door made for inconsistency and lack of follow-through. Then there was the resistance from the Rada's leftist parties and from wealthy and powerful vested interests. This constant pushback undid both Yushchenko and Yulia Tymoshenko, his deputy prime minister for energy. The pair initiated major changes that included closing tax loopholes benefitting the super-rich, ending secretive privatization schemes and the plum privileges of tycoons and their mega-companies, and attacking the corruption rampant in the gas distribution system. But Yushchenko's appointment had been a panic-induced last-ditch move to avert economic disaster. The reforms he and Tymoshenko pushed through had pinched the oligarchs and were anathema to the Rada's leftist parties. Both officials were soon fired: Yushchenko lasted a year and a half, Tymoshenko even less. By 2001 reform had run aground and problems mounted. Ukraine's unpaid energy bills to Russia totaled $4 billion, currency reserves had all but evaporated, creditors were being repaid through bond issues bearing sky-high interest rates, and Ukraine lingered on the edge of default.

Kuchma's privatization program degenerated into secretive and rigged fire sales of steel mills, coal mines, utilities, and television stations to the government's oligarchic allies. The big oligarchical clans were enriched; some were based in Kyiv, but most were in Donetsk and Dnipropetrovs’k, the stamping grounds of many top officials, Kuchma included. Corruption became colossal—not only because of piracy privatization but also because tax authorities and myriad regulators raked in bribes. Companies owned by oligarchs or managed by the allies of officials cornered the distribution of natural gas imports from Russia and Turkmenistan and used labyrinthine scams to dodge taxes and pile up huge profits. Unsurprisingly, domestic investment all but dried up, and there was little from abroad: the cronyism, corruption, and financial mess deterred foreign investors, who instead chose Eastern Europe, where reforms had produced growth and good governance.

A prime example of official corruption was Pavlo Lazarenko, prime minister in 1996–1997. He acquired a fortune worth tens of millions of dollars, aided by ill-gotten gains from an energy company to which he remained connected and by kickbacks passed on by regulators whom he oversaw. (Lazarenko would eventually be jailed in the United States for money laundering.) The privatization of the massive Krivorizhstal steel complex was another example. Despite higher bids, it was sold in 2004 for only $850 million to two oligarchs, Rinat Akhmetov, Ukraine's richest man, and Viktor Pinchuk, Kuchma's son-in-law.44 (In 2005, Yushchenko, Kuchma's successor as president, nullified the deal, selling the conglomerate to Mittal Steel for $4.8 billion.) These were but two examples of runaway corruption.45 Naturally, the magnates were determined to maintain their privileges and favored access to government. The alluringly named political parties (Party of Greens of Ukraine, Labor Ukraine, and Social Democratic Party-United) they created served in practice as lobbies for their business interests, and they bankrolled Kuchma's second presidential campaign, during which their television networks lavished the incumbent with conspicuous, fawning coverage.46

It was hardly surprising that polls showed that most Ukrainians felt powerless and alienated from a state they considered corrupt, ineffective, and callous.47 And the more unpopular the government became, the more it resorted to surveillance against its enemies, real or imagined.48 Press freedoms declined as the state manipulated private mass media companies to its advantage, helped by the fact that the president's allies or relatives owned some of them.49 Fearless investigative reporters risked harassment and intimidation. One persistent critic, the journalist Georgi Gongadze, suffered a worse fate: he disappeared in September 2000, only for his headless corpse to be discovered in November. Kuchma was soon embroiled in the resulting scandal when, in a secret tape recording made by his bodyguard (possibly at the behest of the Russian or Ukrainian intelligence services), the president, apparently in conversation with the interior minister, was heard suborning Gongadze's kidnapping.50 The government denounced the tapes as doctored. Kuchma was never charged. But his political standing was shattered.



The Orange Revolution: Hope Unrequited

By 2002, change was in the air. Supporters of democracy and reform were hopeful, foes of change and beneficiaries of corruption apprehensive. Ahead of the upcoming Rada elections, Yushchenko and Tymoshenko had formed opposition parties. 51 His was Our Ukraine, with roots in the now dissipated Rukh, hers the Yulia Tymoshenko Bloc, consisting of her Fatherland Party and six others. Together with the Socialist Party, they constituted the reform forces. The forces of the establishment were the Social Democratic Party-United and Kuchma's For a United Ukraine coalition, a composite of three parties formed by powerful eastern clans. The reformers made a strong showing: Yushchenko's party won 118 seats and nearly 24 percent of the vote. As in the 1998 elections, half the deputies hailed from single-member constituencies based on a simple majority, half from ones in which parties received seats based on their proportion of the vote—an arrangement that enabled the government to prevent a reform-minded majority. With some exceptions, the parties of Yushchenko and Tymoshenko fared well in central and western areas and poorly in the south and east, where the communists and the establishment dominated.52

The 2002 legislative election was a bellwether for the 2004 presidential vote. Shaken by Yushchenko's success, the government and its allies maneuvered to thwart his bid for the presidency and to reduce his power should he prevail.53 One ploy was the abortive effort to exempt Kuchma from the constitutional ban on third terms, on the grounds that the Constitution was adopted two years after he was first elected. A second, successful scheme involved strengthening the position of prime minister, then held by Viktor Yanukovych, the Donbas oligarchs’ man. A third ploy involved orchestrating a Yanukovych candidacy and victory. The fourth, and most egregious, was the failed poisoning of Yushchenko in the summer of 2004, which boosted his popularity and further discredited the government.

Following blatant vote rigging connived by a partisan election commission, Yanukovych was declared the winner of the November runoff. Irate crowds massed in Kyiv. The city's Independence Square (“Maidan”) was awash in orange, the color symbolizing Yushchenko's party. Tent cities sprung up as protestors kept vigil around the clock. Tymoshenko's oratory revved up the throngs. On the other side, the head of Yanukovych's party held a referendum on the creation of a “south-eastern state” were Yushchenko to become president, while the council of Donetsk province voted to hold a referendum on whether the region should become a republic.54 After prolonged backroom negotiations, mediated by the EU and held amidst the unrelenting protests and splits within the power structure, the government caved. A new election was held in December. Yushchenko won, 51.2 percent to Yanukovych's 44.2 percent. As in the previous runoff, he dominated the center and west, Yanukovych the east and south.

Yushchenko was an ethnic Ukrainian, and, though not a westerner (he was born in the northern province of Sumy), he was viewed in the Russophone regions as an advocate of Ukrainianization and integration with the West at Russia's expense. The east-west divide appeared once again. As one account put it: “While Yushchenko's voters celebrated in Kiev and the West, a wave of rallies rolled through Yanukovych strongholds in the east to protest what people there saw as a stolen election. Defiant of Kiev's authority, politicians in the east angrily rejected the decision to call another poll, with some calling for federalization and even the creation of a new autonomous region. Others went further and threatened to merge eastern Ukraine with Russia.” 55 Based on surveys, Mark Beissinger found that the Orange protestors “were eight times more likely to be from Western Ukraine,” while their opponents “were three times more likely to speak Russian at home and . . . six times more likely to be from a single province of Ukraine (Donetsk—the province of Yanukovych's political base) than the rest of the adult population of Ukraine.” 56

There was another east-west aspect to the revolution, and it was international. Western governments, though circumspect in public, backed the Orange movement—just as they had the earlier Rose Revolution in Georgia in 2003. A flood of western NGOs did too. Yanukovych, his entourage, and the pro-regime media railed against this “foreign interference” even though they were beneficiaries of Russian backing. Convinced that the West had orchestrated Georgia's upheaval, Moscow was determined to avert a Ukrainian version. Moscow decried Western interference but did not disguise its own backing of Yanukovych, which even Russian scholars characterized as “conspicuous and crude.” 57 Putin visited Kyiv several times in 2004 to show his support for Yanukovych, who was advised by Russian political operatives and joined on the campaign trail by Moscow's nationalist mayor Yuri Luzhkov.58 Even the Russian Orthodox Church weighed in for Yanukovych, as did its local affiliate, the Ukrainian Orthodox Church (Moscow Patriarchate).59

The Orange Revolution raised hopes only to prove a crashing disappointment. Ukrainians soon realized that the old system and its pathologies had survived, albeit with a new crew: as early as November 2005, almost 60 percent opined in a survey that the country was on the wrong track.60 What happened? To begin with, the revolution's prime movers proved a disastrous duo as rulers. Yushchenko picked the flamboyant Tymoshenko as prime minister but soon moved to clip her wings. He appointed the billionaire confectionary magnate Petro Poroshenko as head of the National Security Council to serve as a counterbalance, and the infighting between Tymoshenko and Poroshenko, who established something akin to a parallel government, was poisonous. Yushchenko either could not or would not stop it and looked like the weak head of a house divided. Worse, his antipathy toward Tymoshenko bordered on obsession.

Tymoshenko was fired in September 2005, along with the rest of a fractious government, and went into opposition, charging Yushchenko with having “practically ruined our unity, our future, the future of the country.” 61 The hostility between the two ran so deep that, following the 2006 Rada elections, Yushchenko's Our Ukraine eschewed a majority coalition with Tymoshenko's party and the Socialists and instead cut a deal with the Yanukovych's Party of Regions that enabled him to become prime minister in August. Yanukovych promptly employed his new post to weaken Yushchenko. Tymoshenko returned as prime minister after the 2007 Rada elections, in which her party did even better, while Our Ukraine and the Party of Regions lost ground. Yet the Yushchenko-Tymoshenko duel dragged on, destroying the unity that sustained the revolution.

Personality differences were not the only problem. As part of the deal he made with the Kuchma regime in the aftermath of the Orange Revolution, Yushchenko had to accept a constitution that weakened the presidency while strengthening the Rada and the prime minister. This created a structural basis for hostility between president and prime minister. Then there were the incessant battles between the president and the parliament, which became particularly destructive in the absence of a stable Rada majority. Fractiousness was pervasive, as were personal vendettas, ideological squabbles, and defections. Yanukovych and the Party of Regions added to the instability by hyping the east vs. west divide: no matter the issue, they invariably framed it as an instance of abiding east-west differences over language, regional autonomy, and Russia.

Then there was the continuing corruption, which reached into the government's upper ranks and even the president's family.62 Yushchenko's chief of staff and some ministers retained ties to businesses in energy, banking, and telecommunication and even received payments from those they regulated. The super-rich continued to profit from shady deals. An example was RosUkrEnergo, designated in a 2006 agreement between prime ministers Putin and Tymoshenko as the middleman for Ukraine's gas imports. Owned by Gazprom and the Ukrainian oligarch Dmytro Firtash, the company's opacity and profit skimming made it a byword for corruption. The president's own reputation was tarnished by his brother's use of political connections to amass wealth and by his son's lavish lifestyle. Tymoshenko, known as the “gas princess” for having allegedly accumulated millions of dollars illicitly while working in the energy trade with the disgraced ex-Prime Minister Lazarenko (before he headed the government), was making her own backroom deals with tycoons.

The political disarray and corruption increased the oligarchs’ power.63 They continued creating factions within the major political parties and forming additional parties as fronts. Akhmetov, the Donetsk billionaire and Yanukovych supporter, had a phalanx in the Rada delegation of the Party of Regions. Other tycoons and companies backed Yushchenko's and Tymoshenko's parties. Principles perished, opportunism reigned. Poroshenko, among the founders of the Party of Regions in 2001, later financed Yushchenko's election campaign and then entered his government. (He would later join the government of Yushchenko's archrival, Yanukovych, serving in 2012 under Prime Minister Mykola Azarov as Minister for Trade and Economic Development.) Big businesses that backed Tymoshenko's party seamlessly became patrons of Yushchenko's. The parasitic partnership between the oligarchs and the state reconfirmed Ukrainians’ conviction that politics amounted to bribes and backroom deals among indistinguishable political and economic elites.

Yushchenko struggled to build the consensus for a clear economic policy. Goaded by the IMF, which pledged $16.5 billion in loans, his government moved to reduce budget deficits by hiking gas and electricity prices and pruning social services. But he faced pressure, from within his administration and from the parliamentary opposition, to increase wages and pensions and to provide aid to local governments, especially as the economy slowed. The result: inflation reached 12.3 percent in 2004, climbing to 16.6 percent in 2006, and fell only after growth plunged as the waves of the 2008 financial crisis reached Ukraine.64 Although economic growth exceeded 7 percent in 2006 and reached nearly 8 percent in 2007, it fell to 2 percent in 2008. GDP contracted by nearly 15 percent in 2009 before growth revived to 4 percent in 2010.65 Unemployment, 6.8 percent in 2006, edged close to 9 percent in 2009 and still stood at 8 percent in 2010.66 Real wages increased between 2004 and 2006, but fell steeply as the economy slowed. Public debt rose from 15.9 percent of GDP in 2006 to 37.7 percent in 2010.67 Besides sullying politics, corruption hindered growth by scaring investors. If corruption was bad under Kuchma, it became worse under Yushchenko: in Transparency International's corruption ranking, Ukraine moved from 122nd place in 2004 to 146th in 2009, on par with Zimbabwe.68

Yushchenko's first official trip abroad, barely a day after he took office, was to Russia, and he would later withdraw the Ukrainian troops Kuchma had sent to Iraq to support NATO. Yet these moves did not reassure Russia, for two reasons. First, the new president made it clear that his priority was integrating with EU and NATO, which to Moscow meant Ukraine's impending turn away from Russia. Yushchenko's conduct during the August 2008 Russia-Georgia war served to confirm this suspicion. He rushed to Tbilisi with the leaders of Poland and the Baltic states, which Moscow considered NATO's anti-Russia quartet. In a Washington Post op-ed he declared that Ukraine “has become a hostage in the war waged by Russia,” condemned the “looting and destruction” of Georgia, proposed a UN peacekeeping force, and offered to provide Ukrainian troops.69 Because Russia's Black Sea Fleet participated in the war, he issued decrees—ignored by Russia, criticized by Tymoshenko as provocative—requiring that it obtain Kyiv's permission before exiting and entering Sevastopol.70 In December 2008, Ukraine and the United States signed a Charter on Strategic Partnership providing for “cooperation across a broad spectrum of mutual priorities” based on “shared values and interests,” including “protecting security and territorial integrity.” 71

Most Ukrainians did not share Yushchenko's enthusiasm for NATO membership—a long shot at best—and Ukraine's constitution forbade foreign military bases. But neither fact reassured Moscow. After all, a loophole had been found for its own Black Sea Fleet's base in Sevastopol, and Kuchma had shown that there was abundant scope for cooperating with NATO short of joining it; his decrees and the 2003 changes to Ukraine's military doctrine had demonstrated that the constitutional provision prohibiting foreign bases could be parsed to permit participation in military pacts. Nor did the Kremlin consider Ukraine's integration with Europe as purely commercial given the security structures associated with the EU's Common Security and Defense Policy. Besides, the EU and NATO had overlapping membership and had been steadily expanding eastwards. Moscow regarded membership in the former as a pathway to the latter.

The second and arguably more important reason was that Yushchenko's political base was in western and central Ukraine, areas the Kremlin considered, not unfairly, the citadels of prowestern and anti-Russia sentiment. While Yushchenko was not from the West, Moscow regarded him a fervent nationalist. Whatever Kuchma's dealings with the West, his ties to Russophone Ukraine had reassured Russia, as did his gestures toward the CIS and the Eurasian Economic Community and his backtracking on NATO. Yushchenko, in contrast, moved to commemorate the 75th anniversary of the Holodomor, which he described as a “state-organized program of mass starvation” that had killed “an estimated seven million to ten million Ukrainians, including up to a third of the nation's children” and amounted to genocide.72 Though built on the earlier pronouncements of Kuchma and Yanukovich, as well as on a 2006 parliamentary resolution that had described the famine in similar terms, Yushchenko's statement was denounced, by both the Party of Regions and Russian leaders, as an example of chauvinism, revisionism, and anti-Russian animus. Russian President Dmitry Medvedev wrote Yushchenko directly, accusing him of falsifying the historical record and making the “so-called Holodomor” and the pursuit of a Membership Action Plan in NATO “a central element of Ukrainian foreign policy.” The Russian leadership's anger mounted when the Yushchenko government sought to get the UN General Assembly to recognize the famine as a genocide and to hold Russian leaders of the time legally accountable.73

Arguably more controversial was Yushchenko's designation of two wartime nationalist leaders, Roman Shukhevych (who had commanded the UPA) and Stepan Bandera, as Heroes of Ukraine. Somewhat less controversial was Yushchenko's commissioning of a monument, and the renaming of a street, honoring Hetman Ivan Mazepa, the Cossack leader who fought with Sweden's King Charles XII against Russia at the Battle of Poltava in 1709.74 Anathematized ever since by the Russian Orthodox Church, branded a reactionary during the Soviet times, the Hetman is reviled in standard Russian historiography and symbolizes treachery to many Russophone Ukrainians, enough to foment protests over Yushchenko's decision. Yushchenko also rebuffed Putin's proposal for a joint celebration of the battle's 300th anniversary, proposing instead to join the Swedish government to mark the tercentenary of the partnership between Sweden and Ukraine.75 (The Russian ambassador to Ukraine, and a former Prime Minister under Yeltsin, Viktor Chernomyrdin, remarked hyperbolically that building a Mazepa monument at Poltava was comparable to erecting a statue of Hitler at Stalingrad.)76 For many Russians, Mazepa betrayed the Eastern Slavs’ unity; for many Ukrainians, he resisted imperial Russia. Once again, a historical legacy poisoned present-day politics.77



Gas Wars with Russia

Russia had means to register its displeasure over Ukraine's post-Orange Revolution policies, and energy was the most powerful one. Dating from Soviet times, Ukraine and other Soviet republics had received Russian gas at heavily discounted prices, and this concessional arrangement continued after 1991. Access to cheap gas meant that Ukraine faced no pressure to fix its immensely inefficient energy use, and with Gazprom's forbear ance its unpaid bills piled up. By 2008, Ukraine was importing 56 billion cubic meters (bcm) from Russia annually, the bulk of its consumption. Meanwhile, the difference between the prices it paid and those Europe paid on average had more than doubled, and oil prices, to which gas prices were indexed, had soared. Russia pressed its CIS customers to pay more, though it offered discounts to friendly states (Armenia and Belarus), especially if they would swap their gas debts for Russian equity in their pipelines and storage facilities. But Yushchenko's Ukraine wasn't deemed friendly by Moscow and would not sell its energy facilities. Soon, Kyiv and Moscow were jousting over gas prices, and because 80 percent of Russia's European gas exports flowed through Ukraine's pipeline network, Europe was soon dragged into the tussle. (See Figure 1.3.)
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Figure 1.3 
Major natural gas pipelines in Ukraine.

The first tiff occurred in 2006, triggered by Russia's demand for an increase from $50 per thousand cubic meters to $230.78 Ukraine refused to pay. Russia cut off supplies, and flows to Europe fell. Russia accused Kyiv of “stealing” gas designated for Europe; Ukraine responded that it had bought the gas in question from Turkmenistan. The dispute's effects on Europe were minimal, and a three-year agreement was soon reached at a price of $95. RosUkrEnergo became the latest middleman, buying gas from Turkmenistan and Russia and selling to Ukraine's state-owned company, Naftohaz—a windfall for the Ukrainian oligarch, Firtash, whose stake in RosUkrEnergo was 45 percent. (Gazprom's was 50 percent.)

The 2009 dispute, by contrast, spawned a crisis. In another example of their fratricidal duels, Yushchenko rejected a December 2008 deal that Tymoshenko, back for her second stint as prime minister, had reached with Putin, then Russia's prime minister. That left Ukraine and Russia without a new contract on gas prices and transit fees. Russia demanded a price hike, first to $250 per thousand cubic meters, then to $450. Ukraine balked. On January 1, Russia cut the volume designated for Ukraine but continued shipments earmarked for Europe and again accused Ukraine of pilfering Europe's gas. Ukraine responded that absent a contract it was entitled to the gas in its pipeline system. Within days, Russia's gas flows to Europe ceased in what was a chilly winter.

Frenzied negotiations yielded a ten-year agreement between Putin and Tymoshenko on January 19, 2009, ending the crisis.79 But the terms ensured that there would be another conflict before long. The deal guaranteed Ukraine 52 bcm of gas per year in 2009–2019, but it was required to buy that volume regardless of need, and if it required more, there would be a hefty markup. The price for 2009 was fixed at 80 percent of the European average, more than three times what Ukraine paid under the 2006 accord. And it would reach the European level between 2009– 2019 and be indexed quarterly to oil prices. Ukraine's era of cutrate prices was over. This meant that Ukraine would struggle to pay its gas bills on time—unless Gazprom was charitable. Gazprom was not, however, a free agent: the Russian government had a controlling share, and Moscow's handling of Ukraine's debts would not hinge on financial considerations alone but on its assessment of Ukraine's internal and external policies as well, and perhaps more so.



Yanukovych's Thermidor: the Road to Crisis

As the January 2010 presidential election approached, Yushchenko and his party had lost their luster. The economy was in the doldrums, the parliament remained a battleground, and the Yushchenko-Tymoshenko feud flared on. For many Ukrainians the Orange Revolution had been betrayed. Yushchenko was eliminated in the first round of the election after winning a mere 5.5 percent of the vote, placing fifth, and passing the 1 percent mark in only one province, Lviv.80 Yanukovych won 35 percent of the vote, Tymoshenko 25 percent, and in the runoff held in February, he won 49 percent to her 45.5 percent. Her best showing was in the center and west, his in the south and east, where he took 77 percent of the vote compared to 18 percent in the central and western provinces.81

The new president, who was cut from different cloth than Yushchenko and Tymoshenko, owed his stunning comeback less to his political and intellectual stature than to Yushchenko's failures.82 Born in a village in Donetsk, of which province he was governor from 1997 to 2002, he was uncharismatic and poorly educated, despite the equivalent of a Ph.D. in economics from a fly-by-night university, and had been jailed in his youth for robbery and assault.

He relied overwhelmingly on Russophone Ukraine for political support and had long favored alignment with Russia and official status for the Russian language. Moscow hailed his election—and had reason to be pleased. Yanukovych backed away from his position on the 1932–1933 famine, declaring in remarks to the Parliamentary Assembly of the Council of Europe in April 2010 that it had not, in fact, been a case of genocide and that labeling it as such was “incorrect and unjust.” 83 And in another move that pleased Moscow, in June he signed legislation he had submitted to parliament declaring Ukraine a non-aligned country, thus effectively ruling out NATO membership.84

In much of the rest of Ukraine his background, career, and political views aroused suspicion. One example on the cultural front was the uproar that followed the Rada's adoption in July 2012 of a new language law that Yanukovych signed in August. It preserved Ukrainian's position as the state language but permitted city and regional authorities to declare Russian the official language if at least 10 percent of the inhabitants deemed it their native tongue. The law was controversial because Russian was already the de facto language of official and public use in most of southern and eastern Ukraine. As such, it did not fall under the category of a “minority language” that needed state protection. Ukrainophone Ukrainians therefore feared that the law would enable pro-Russian forces to roll back the gains made by Ukrainian in schools and the media. They saw the legislation as a brazen attempt to diminish Ukrainian's status as the state language—making it a mere formality—and to preserve Russian's traditional dominance. The language law turned explosive: protests erupted in the Rada, and the Kyiv police used truncheons and tear gas against demonstrators.85

Table 1.1 shows that the new legislation would have applied to 11 provinces along with Kyiv. Apart from Kyiv and the Chernihiv and Sumy provinces, the rest are in Ukraine's south and east.





	Ukrainian Provinces with At Least Ten Percent of Residents Identifying Russian as First Language


	Province
	Percentage


	Crimea
	76.6


	Donetsk
	74.9


	Luhansk
	68.6


	Zaporizhia
	48.0


	Odessa
	42.0


	Dnipropetrovs’k
	31.9


	Mykolaiv
	29.3


	Kyiv City
	25.0


	Kherson
	24.9


	Sumy
	15.5


	Chernihiv
	10.3



Table 1.1 
Ukrainian provinces with at least ten percent of residents identifying Russian as first language. Source: Radio Free Europe/Radio Liberty, Auguest 25, 2014; http://www.rferl.org/contentinfographics/map-ukraine-percentage-who-identify-as-ethnic-russians-or-say-russian-is-their-first-language-/25323841.html.

Although the law's provision also applied to other minority languages, both its supporters and detractors knew that its goal was to enhance the status of Russian. The law's effect, in short, was to pit supporters of Ukraine's two main language groups against each other. In the south and east, and particularly in Crimea and the Donbas, agitation for raising Russian's official status had a long history, so the law was acclaimed, with several cities and provinces implementing it straightaway.86 In the center and west, where the percentage of those who regard Russian as their first language was in the single digits, the reaction was different.87

On the political front, the Yanukovych regime soon became emblematic of sleaze. The reputation was deserved, no matter that the corrupt practices under Yanukovych were exaggerated manifestations of patterns prevalent under Ukraine's prior governments. Ultimately, pervasive corruption was the product of a resilient system of political economy—one that transcended leaders and governments and was defended by vested interests that gained power and wealth from its persistence. Capturing and retaining control of the state therefore became a battle for big stakes in which few holds were barred. Few of the schemes carried out under Yanukovych were new; what was different was the scale of corruption and the blitheness with which it was practiced.88 Symbolic of the regime's excesses was Yanukovych's palatial residence north of Kyiv, “Mezhyhirya,” adorned, at enormous state expense, with lavish—and remarkably tasteless—decorations. By 2012–2013, Ukrainians openly spoke of the Yanukovych Family, a small coterie of cronies cozy with the president and his dentist-turned-billionaire banker son, Oleksandr, who reportedly took a hefty cut of any large deal in Ukraine.

The corruption had wide effects. The super-wealthy and politically powerful fought over the distribution of wealth and influence, while small and medium-sized businesses atrophied. Prosecutors, tax authorities, and courts were used to hound political opponents. Independent-minded journalists were intimidated through such measures as the 2012 amendments to the Criminal Code that narrowed the definition of slander and provided for fines and imprisonment.89 Pro-government tycoons used their television networks and newspapers for parochial political ends, notably during elections. Donbas elites raided the Kyiv real estate market and bought up or extorted plum properties at cut-rate prices. Oligarchs deployed their wealth to cajole the president, cabinet, and legislature to win pecuniary privileges and to keep those they already had. The families and allies of top officials, particularly the president's, accumulated wealth and stashed it in foreign tax havens. In Transparency International's corruption index Ukraine ranked 144th in 2013, on par with Nigeria.90

Moreover, corruption created a continuing inducement for perpetuating the maze of regulations, permits, licenses, and rigged privatizations. A massive and intrusive state bureaucracy provided political power and myriad means for building patronage networks. Consider a typical example. Ukrtelecom, a monopolistic state-owned telecommunications firm, was sold to a single bidder; ten other companies were banned from competing.91 The winning firm was registered abroad, the identity of its owners never disclosed. Such practices help explain how Yanukovych lived opulently and how he and his family amassed billions of dollars. None of this was a secret; Yanukovych himself boasted about the scale of corruption.92 A ruling elite that could rake in billons of dollars by favoring friends and extracting kickbacks for essential transactions could have no commitment to transparency and competition, no matter what it told the IMF, the World Bank, and the EU. Nor would the oligarchs who thrived under such a system, despite hopes in some quarters that they would metamorphose into good capitalists, favor clean governance.

Emblematic of Yanukovich's indifference to rule of law was the jailing of Yulia Tymoshenko. The charges against her, widely viewed as politically motivated, led to kangaroo court proceedings that culminated in a seven-year sentence in 2011. She was charged with a litany of illegalities: bribery, overstepping her authority as prime minister in reaching the 2009 gas contract with Putin, fraud while working in the gas trade with Lazarenko during the 1990s, and even complicity in murder. Although Tymoshenko was a controversial figure, imprisonment made her a martyr and a symbol of the regime's venality and viciousness. She became an icon in international human rights circles, and the EU made her release a condition for the ratification of the Association Agreement with Ukraine. Yet the more the unpopular his government became, the more determined Yanukovych was to keep her confined. Tymoshenko's wide following, electric persona, and rousing oratory—all displayed during the Orange Revolution—made her the one figure capable of defeating him in the 2016 presidential election. And defeat would mean not just the loss of power and wealth for him and his allies but probably judicial proceedings and imprisonment as well. So the stakes were high.

On the economic front, Yanukovych began his presidency by promising Ukrainians that they would soon live in a prosperous country that would be a center of global business. Helped by influential international experts, his administration unveiled a program for 2010–2014 entitled “Prosperous Society, Competitive Economic, Effective State.” 93 But he wound up producing neither prosperity nor a business-friendly environment.

In 1989, Ukraine's GDP per capita exceeded Russia's; in 2012 it amounted to 25 percent of Russia's.94 In the World Bank's 2013 per capita national income rankings, which are based on purchasing power parity, Ukraine's $8,960 ranked 127th out of 213 countries, barely ahead of Kosovo. Only six other ex-Soviet states—Armenia, Georgia, Uzbekistan, Moldova, Kyrgyzstan, and Tajikistan—trailed it.95 Economic growth recovered after 2009, reaching 4.2 percent in 2010 and 5.2 percent in 2011, but plunged to 0.2 percent in 2012 and 1.9 percent in 2013. 96 The government's much-touted anti-corruption program was a “total failure,” according to commentators, and Ukraine remained “among the worst in Europe” as a business venue.97

Despite pressure from the IMF, the fear of a popular backlash prevented the reduction of state expenditures.98 Yanukovych's government backed such budget cutting measures as eliminating energy subsidies, cutting social services, delaying the retirement age, and reducing pensions. But these measures could not be reconciled with the supreme imperative of winning elections and preventing rebellions. So they were watered down, enacted in part, or simply not at all.99 Consequently, the revenue-spending gap persisted, reducing the confidence of domestic and foreign businesses and, in turn, inhibiting investment and diminishing job creation, competition, and tax revenues.

The failure to cut energy subsidies substantially also meant that state expenditures increased because gas prices did. The Putin-Tymoshenko gas agreement was indexed to oil prices. Inevitably, as oil prices rose, Ukraine's energy bill increased, while energy efficiency did not.100 Naftohaz's mounting arrears became the government's responsibility, adding to budget deficits and boosting borrowing—at high rates because skittish lenders demanded premiums. Yanukovych tried to escape this trap by signing the July 2010 Kharkiv Accords with Russia that extended the Black Sea Fleet's lease on Sevastopol from 2017 to 2042 in return for cheaper gas. But the new price was substantially higher than what Ukraine had paid before 2009 and in any event remained tied to oil prices.101

The system of vast corruption explains in part why Yanukovych eventually shelved the Association Agreement (AA) and the Deep and Comprehensive Free Trade Area (DCFTA) accord after a long dalliance. The negotiations had been underway since March 2007, and the accords were finally initialed in March 2012. But signature and ratification was held up on the European side by doubts about whether Yanukovych would implement the avalanche of mandated economic and political reforms.102 Moreover, the EU insisted on Tymoshenko's release. But radical reforms were incompatible with the survival of the system that amounted to a cash cow for Yanukovych and the lobbies backing him. And freeing Tymoshenko would have put his political future at risk.

The Kremlin remained wary of Ukraine's integration with Europe and opposed the AA. Instead, it pressed Yanukovych to join the Russia-Belarus-Kazakhstan Customs Union. Russia, with its massive energy stocks and financial reserves, enticed Ukraine with a $15 billion loan and a 25 percent cut in gas prices once Yanukovych put the AA/DCFTA on ice in November 2013. But Russian pressure or rewards alone were not decisive because Ukraine would have gained a great deal from the AA, including access to a European market of 753 million consumers, foreign investment, technology, and reduced Russian leverage. But implementing it would have dismantled the system that provided wealth and power to Yanukovych, the Party of Regions, and many powerful groups.

Yanukovych's turn away from the AA was thus above all an act of self- and system-preservation. The irony is that it ended up provoking a revolt that brought him and his government down. It also undid Russia's gains by reviving Ukraine's alignment with the West. That realignment, as we show in the next chapter, ignited the gravest crisis that has occurred between Russia and the West since the Cold War.






2
Nobody Expected a Crisis


The Ukraine crisis erupted with little warning and caught virtually everyone on both sides of the Atlantic—Kyiv, Brussels, Washington, and Moscow—off guard. But, as we showed in Chapter 1, the seeds of the crisis had been planted decades before, and it was only a matter of time before they would emerge and consume the country. Although few, if anyone, predicted the crisis, after its outbreak it appeared all but inevitable, fueled by various causes both at home and abroad.

This chapter offers an overview of the main stages of the crisis as it unfolded—from President Viktor Yanukovych's sudden withdrawal from negotiations with the European Union about an association agreement in November 2013, to September 2014, when the ceasefire agreed to by Moscow and Kyiv marked the end of the summer military campaign. This chapter will also look beyond the crisis itself to examine the key factors, both internal and external to Ukraine, that built up over a period of well over a decade and culminated in the fall of Yanukovych in February 2014.


The Domestic Setting

The three years of Viktor Yanukovych's presidency from 2010 to 2013 had been quite uneventful. The relative calm of those years stood in stark contrast to the political turbulence of the 2004–2005 Orange Revolution, when hundreds of thousands of ordinary Ukrainians took to the streets to protest the compromised presidential election. These protests propelled to power a team of reform-minded politicians who promised to restore democratic governance, clean up corruption, and forge close ties with the West. However, quickly mired in internecine squabbles and allegations of corruption, they were unable to deliver on their promises, and the five-year presidency of their leader Viktor Yushchenko proved a disappointment to the populace.1 Ukrainians’ disappointment with the reformers was so deep that in a 2010 presidential election generally considered free and fair, they chose Viktor Yanukovych, the loser of the 2005 presidential contest.2


Tired of Politics

Ukrainians seemed to have lost their revolutionary spirit and opted for promises of stability and managerial competence over change.3 The country was sliding into political apathy. A late 2011 poll conducted by the International Republican Institute (IRI) showed little appetite on the part of the Ukrainian public for the kind of revolutionary activities that swept many parts of the country in 2004 and would re-appear in 2013. Fifty-five percent of those polled disapproved of protests without appropriate government permits, nearly 70 percent opposed blocking major roads, and 74 percent were against occupying buildings. Of the issues most worrisome to Ukrainians personally, the top three were high cost of living, unemployment, and social welfare.4

A strong sense of apathy and disillusionment with the country's political system and mistrust of political parties were also visible in the section of the poll dealing with political issues. By far the greatest number of respondents—41 percent—said that they would vote for a political party only if a “new political power” appeared on the scene. The second greatest number—27 percent—answered that nothing could make them vote for any political party. Sixty-three percent expected that the 2012 parliamentary election would not be free and fair.

Apathy and disillusionment with politics and politicians also manifested themselves in the Ukrainian public's reaction to the imprisonment and trial of Yanukovych's main rival in the 2010 presidential election and leader of the Orange Revolution, Yulia Tymoshenko. The trial of Tymoshenko, the face of the Orange Revolution who had mobilized and sustained the protest energy of hundreds of thousands of Ukrainians, triggered no mass protests, and only a few thousand supporters came to the courthouse to object to her trial and verdict.5 Ukrainians were tired of politics.

Their disillusionment with the political process manifested itself again in the fall of 2012, when Ukraine elected a new parliament. The election, as expected by the majority of Ukrainians, was severely compromised and heavily criticized by the international community as well as by the leaders of the opposition parties in Ukraine.6 Despite the relatively high turnout—58 percent—and the widely reported violations of the electoral laws, the election that gave a plurality of seats in the parliament to Yanukovych's Party of Regions (PoR) triggered only minor protests led by opposition politicians who claimed to have been defrauded by the government.7 The Orange revolution had receded into the past.



Yanukovych Gathers Strength

Against this backdrop of political apathy and disillusionment, Yanukovych and his circle of associates, especially his family members, accumulated both political power and wealth.8 The family's wealth was on public display following Yanukovych's sudden flight from Ukraine in February 2014, although rumors about his son Oleksandr's rapidly growing fortune had circulated well before that.

Looking toward his reelection campaign in 2015, Yanukovich pushed to ensure that his own clan or friendly interests controlled major media outlets. Since 95 percent of the population of Ukraine depends on television for political information, control of this medium was essential.9 The president's associates and allies took over some television channels and pressured prominent Ukrainian businessmen who owned other channels and depended on the government's good will to keep their businesses.10 In February 2013, Inter Media Group, including the country's most popular television channel, was sold to Dmyrto Firtash, a powerful billionaire gas trader with ties to the president. Inter's previous owner Valeriy Khoroshkovskiy reportedly had had a falling out with Yanukovych and his Prime Minister Mykola Azarov.11 In June 2013, one of Ukraine's largest media conglomerates was sold to a little-known businessman reported to be acting as a front for the Yanukovych clan.12

Yanukovych also succeeded in placing his loyalists in key government posts to ensure his control of law enforcement, courts, the security apparatus, and financial flows. To the post of prosecutor general, he appointed Viktor Pshonka, who, after the overthrow of the Yanukovych government, gained notoriety for his lavish lifestyle. Other posts—head of the Security Service (SBU), Interior Ministry, and Constitutional Court— went to loyal Yanukovych supporters as well. A Yanukovych family insider Serhiy Arbuzov was appointed head of the Central Bank and, later, as first deputy prime minister.

Yanukovych also took full advantage of Ukraine's crony capitalist system. Yanukovych's relationship with the country's wealthiest oligarch, Rinat Akhmetov, reportedly predated his presidency. The two had roots in Donetsk, where Yanukovych had served as governor from 1997 to 2002 and Akhmetov began his business career.13 Other oligarchs reported to have joined the president's camp and the government at one time or another include billionaire gas trader Dmytro Firtash, banker and Deputy Primer Minister Serhiy Tihipko, as well as other lesser-known figures. Even Ukraine's current president Petro Poroshenko served in Yanukovich's government.14

Yanukovych's relationship with Ukrainian oligarchs was hampered by the predatory nature of his own clan, whose members aggressively sought to expand their own political power and business interests at the expense of others.15,16 This ruthless pursuit of power and money fueled frictions within the country's business and political elite and eventually contributed to Yanukovych's downfall.17

However, until the very end of Yanukovych's presidency few oligarchs dared to challenge the president openly, and those who did paid a price for it. Some—including the current governor of the Dnipropetrovsk region, Ihor Kolomoyskyi— resisted the pressure from the president's clan, while others, including former SBU chief and Inter TV owner Valeriy Khoroshkovskiy, had to sell their media assets and flee Ukraine, reportedly fearing for their safety.18



Signs of Trouble to Come

With the public docile, the government and the media under his control, the financial resources at his disposal, Tymoshenko in prison, the opposition suffering from the legacy of the failed Orange Revolution and factional infighting, and the oligarchs cowed, Yanukovych looked unassailable. But looks were deceiving: the superficial calm of his secure position at the top of the power pyramid concealed signs of underlying weakness.

Public opinion data from the period of Yanukovych's presidency leave no doubt that, although apathetic, the people of Ukraine had few illusions about the nature of their president and the revolving door between his government and the business and political elite. Thanks in large part to Ukraine's relatively free—or free-for-all—media environment, which became an arena for competition between business groups with competing interests, the virtually unlimited sway that the moneyed interests held over Ukrainian politics and economy was clear enough. The majority of the public—71 percent—thought that the country was moving in the wrong direction, and only 13 percent said that it was moving in the right direction. “Corruption within the state bodies” was among the three most important problems in Ukraine, second only to unemployment.19 The same data illustrated the low esteem in which the public held the country's political class: 27 percent replied that they would not vote for any existing political party in Ukraine, while 41 percent said that they would vote for a political party only if a new trustworthy party emerged.

The oligarchs, notwithstanding—or perhaps because of— their enormous wealth and influence over the nation's life, were hardly a trusted source of support for the Yanukovych regime. Having benefited hugely from the crony capitalist system that gave rise to Yanukovych, the oligarchs were vulnerable to his relentless pursuit of even more power and wealth. While undoubtedly keen to protect the system, they were also mindful that Yanukovych had the power to undercut their business interests and limit their power as a class.

Despite Yanukovych's efforts to establish a firm hold on the security and law enforcement agencies, their loyalty too was uncertain. While the top leadership that was hand-picked by Yanukovych and part of his inner circle could be relied on to support his regime in a crisis, the rank-and-file would be confronted with the dilemma that any authoritarian regime's security service confronts when ordered to move against its own people—to support the regime or side with the people. With the precedent of Ukraine's security service staying on the sidelines during the Orange revolution, and the nature of the Yanukovych regime transparent to the people of Ukraine, no one could or should have taken for granted the security personnel's loyalty to the president in a crisis.20

The opposition too was a significant factor in domestic politics—despite its lack of cohesion, the legacy of failed governance following the Orange Revolution, and pressure from the Yanukovych regime. Heavyweight boxing champion Vitaliy Klitschko's Ukrainian Democratic Alliance for Reform (UDAR) got 40 seats in the 2012 parliamentary election. Yulia Tymoshenko's Fatherland got 101 seats, and Oleh Tyahnybok's far-right Freedom got 37 seats. These results enabled the opposition to remain an important voice in the country's political life.21

In short, despite Yanukovych's pursuit of dominance in Ukrainian domestic politics, the underlying conditions were nowhere as favorable as the relatively calm surface would lead one to believe. Especially in retrospect, some of Yanukovych's strengths—support from the oligarchs and the disillusioned and apathetic public—proved also to be weak spots when the regime came under pressure. However, despite the presence of these fissures in the nation's political landscape, predicting when the regime would come under pressure and what would trigger a full-fledged crisis was just as challenging a task as predicting the Arab Spring or many other popular uprisings. It was obvious to anyone looking at these and similar situations that the status quo was not tenable indefinitely. But who could predict when and how the breaking point would come?



It's the Economy, Stupid!

For all the political fissures he faced, Yanukovych's biggest problem was economic rather than political. The list of Ukraine's economic afflictions is as familiar as it is long—inadequate reforms, corruption, dependence on energy imported from Russia and the Russian market for exports, excessive social spending. While the country experienced a period of strong growth in the 2000's, the 2008–2009 economic crisis delivered a massive blow to its economy, with GDP falling by 15 percent.22 The Yanukovych government had negotiated a $15 billion loan with the IMF in 2010 but was unable to fulfill the conditions attached to it, and the loan was suspended in 2011.

The critical vulnerability of the country's economy was its dependence on Russian gas. The opaque gas-trading arrangement—widely seen as corrupt—coupled with heavy gas subsidies for domestic consumers left Ukraine perennially indebted to Russia for gas deliveries.23 The 2010 gas deal with Russia resulted in a 30 percent cut in the price of Russian gas in exchange for extended Russian access to naval facilities in Crimea, but the deal provided only temporary relief.24 By the end of 2013, Ukraine's gas debt to Russia was estimated at $1 billion, though other estimates were considerably higher.25,26

Besides gas debts to Russia, the Yanukovych government was beset by several other major economic challenges, including a politically motivated commitment to an unrealistic currency peg and growing inability to borrow to sustain excessive government spending on social programs.27,28 With the government facing over $15 billion in maturing debt in 2014, and the Central Bank reserves around $20 billion, Yanukovych attempted to get another $15 billion loan from the IMF, but it proved impossible without accepting a strict set of conditions that the Ukrainian president, facing reelection in 2015, did not want to take on, for fear of popular backlash.29 The EU was offering a relatively small—€610 million—financial aid package for signing the AA, but it was only a fraction of what Ukraine needed to avoid defaulting on its obligations.30 Besides, the EU insisted on Ukraine resuming its program with the IMF. With Ukrainian bond yields in excess of 10 percent, the country's prospects in capital markets looked dim.31 But default, in a pre-election year, was not an option. Yanukovych would have to look for other sources of financing to avoid default and to save his reelection prospects in 2015.




The External Setting

Viktor Yanukovych's foreign policy record leading up to the crisis in many ways parallels his domestic performance. He wound up antagonizing all of his negotiating partners, who came to view their dealings with him and his government as an unpleasant necessity rather than as a welcome opportunity.


Discredited in the West

Burdened by the legacy of his governorship in Donetsk, rumors of his criminal past, and the compromised election of 2004 that triggered the Orange revolution, Yanukovych's reputation in the West was somewhat restored by his victory in the 2010 election, recognized as free and fair by international observers. Legitimized by the outcome of the election and promising long-delayed and much-needed series of reforms, Yanukovych had initially gained a measure of respectability and was given considerable benefit of the doubt at the outset of his presidency and even well into it.32,33

However, Yanukovych's actions eventually dispelled those doubts, and his reputation abroad suffered accordingly. The widespread allegations of corruption, the lack of progress on economic reforms, the failure to sustain the program with the IMF, and— perhaps most shocking to Europe and the United States—the imprisonment of Tymoshenko: all shattered the image of Yanukovych as a transformed leader.34



No Friend of Putin's

Curiously, Yanukovych not only succeeded in ruining his reputation in, and relations with, the West, but also managed to develop a rather difficult relationship with Russia and Putin personally. Early in his tenure, in exchange for a discount on Russian gas, he concluded an agreement to extend the Russian Black Sea fleet lease on the Sevastopol’ base for an additional twenty-five years beyond its original expiration date of 2017.35 Yanukovych also dropped the goal of eventually joining NATO from Ukrainian national security concept. Despite these concessions to Russia, Putin reportedly had a dim view of his Ukrainian counterpart.36 Putin was also reported to have good relations with Tymoshenko and was said to favor her over Yanukovych in the 2010 election.37 Some have attributed this tension to Yanukovych's resentment of Putin's treatment of him as a junior partner, rather than as an equal.

The personal relationship between the two presidents not-withstanding, the relationship between the two countries was strained. At issue were continuous disagreements about energy, trade, transit, and handling of past debts, and the very nature of the relationship between them. Moscow wanted a closer association, envisioning Ukrainian membership first in the Eurasian Customs Union (CU) and later in the Eurasian Economic Union. Kyiv resisted both—undoubtedly a major irritant to Russian policymakers, as well as to Putin personally, who embraced the cause of Eurasian integration as one of his flagship initiatives in his third presidential term and as an economic and geopolitical counterweight to the EU.38

Despite his unwillingness to join the CU, Yanukovych engaged in protracted negotiations with Putin to establish some other relationship with Russia, one that would fall short of full CU membership. An outright refusal on Yanukovych's part to join the CU undoubtedly would have led to more Russian economic and political pressure on Ukraine—particularly in the area of energy trade, but also in bilateral trade in general, which was of great importance to a large segment of the country's economy dependent on the Russian market, which accounts for some 25 percent of Ukrainian exports.39

While negotiating with Putin, Yanukovych also was engaged in protracted and complicated talks with the EU about signing the AA and DCFTA. These negotiations began in 2007 and 2008 respectively, and in 2012 the two sides initialed the texts of both documents.40 However, the final stage of the negotiations proceeded slowly, suggesting that Yanukovych was reluctant to accept the demanding conditions of the two documents, which called for wide-ranging legislative and regulatory changes that he almost certainly was unwilling to undertake for fear of undercutting his own power and authority. In retrospect, it appears that Yanukovych was more interested in the negotiations themselves than in their outcome: because EU negotiators viewed the AA and DCFTA as incompatible with membership in the CU, the negotiations provided Yanukovych a hedge against Russian pressure.41

Putin and Yanukovych had conducted many meetings since Putin's reelection for his third presidential term, including some allegedly secret meetings; they failed, however, to arrive at a mutually acceptable deal.42 The Russian president's contempt for his Ukrainian counterpart as a weak and indecisive leader was confirmed after Yanukovych's unexpected flight for asylum in Russia.43 Contempt was perhaps the only thing that the Russian president shared with his European and U.S. counterparts with respect to Ukraine.




The United States is Busy

During the years before the crisis in late 2013, Ukraine had occupied a relatively low place on the foreign policy agenda of the United States. This low priority was the consequence of both temporal and structural factors. The temporal factor had to do with the sheer number of other major foreign policy and national security challenges on the U.S. agenda, including the 2008 war in Georgia and its aftermath, the Arab Spring, the civil war in Syria, the wars in Iraq and Afghanistan, and nuclear talks with Iran, as well as the “reset” with Russia.

The structural factor had to do with the relatively limited toolbox available to the United States for engaging with Ukraine. Yanukovych's domestic agenda, focused on unbridled accumulation of political power and wealth, left few opportunities for U.S. promotion of reform in Ukraine. The desire to isolate the Yanukovych regime following Tymoshenko's trial and imprisonment was also undoubtedly a factor. The structural limitation on U.S. ability to sustain engagement with Ukraine was also a byproduct of Washington's having traditionally taken the lead (with Europe following) in preparing Eastern Europe's new democracies for membership in NATO.44 This course of action was not available to Washington either.

President Viktor Yushchenko's government had expressed interest in joining NATO and asked the alliance to prepare a Membership Action Plan (MAP).45 Ukraine had participated in several international operations with the United States—with NATO in the Balkans, and with the international coalition in Iraq. At the 2008 NATO summit in Bucharest, the allies declared that they welcomed Ukraine's, along with Georgia's, Euro-Atlantic aspirations and that “these nations will become members of NATO.” 46

However, upon his election to the presidency, Yanukovych took a different path and distanced himself from his predecessor's pursuit of NATO membership.47 Yanukovych chose instead a non-aligned status for Ukraine. That stance corresponded to the mood of the Ukrainian public, which had long been divided on the issue of NATO membership. According to a Gallup poll, in 2008, 43 percent of Ukrainians saw NATO as a threat, 15 percent saw it as a source of protection, and 30 percent were indifferent.48 In 2013, 17 percent saw it as a threat, 29 percent saw it as a source of protection, and 44 percent were indifferent.

The law on non-alignment passed in the Ukrainian parliament in 2010, but it left ample room for Ukraine to continue to participate in NATO's Partnership for Peace (PfP) exercises and other activities. These arrangements entailed regular visits by senior NATO defense and military figures, Ukrainian participation in NATO training activities, and even NATO military exercises on Ukrainian territory. This activity had become routine, even though it triggered local protests in some areas where it was conducted, most notably in Crimea.49

Given Yanukovych's withdrawal from the path of NATO membership, U.S. engagement options with Ukraine were limited at best. Most important for U.S. policy, however, was the somewhat abstract nature of U.S. interests in Ukraine. Ukraine's decision to surrender its portion of the Soviet nuclear arsenal deployed on its territory and accede to the Non-Proliferation Treaty (NPT) as a non-nuclear state had removed the single most important concern from the U.S. agenda in Ukraine. And compared to European interests, U.S. interests in Ukraine were quite intangible. The United States had made a general commitment to help former Soviet states make a successful transition to capitalism and democracy and to integrate in the international community; it was committed to seeing Ukraine succeed in its transformation into a stable democracy, but only as a matter of general U.S. democracy-building the world over. It also had an interest, of course, in preventing the re-emergence of Russia as an imperial state, both as an extension of U.S. commitment to the security of Europe and as a consequence of the popular argument that an imperial Russia could not become a democracy and a true partner to the United States.50

By contrast, Europe had a direct, tangible stake in Ukraine, first and foremost as a key transit state for Russian gas. A close neighbor whose stability and security are closely tied to the rest of the continent, especially to the easternmost EU member-states, Ukraine was a key concern for the EU. The burden of formulating the policy of the transatlantic community's policy toward Ukraine—and the subsequent burden of leading the community in its implementation—thus fell to Europe. As if to complement this, then Prime Minister Mykola Azarov stated, when he submitted the non-alignment legislation to the parliament, that Ukraine's priority would be European integration.51



Europe Gets to Lead

Europe was also limited in the amount of attention it could give to Ukraine. As with the United States, this was the result of both temporal and structural factors. The EU was preoccupied with its own internal crises—in Greece, Italy, Spain—as well as with the very future of the union, threatened by disagreement among its key members about the scale and scope of integration and the role of its key political and economic institutions. In this context, Ukraine appeared neither as a serious problem needing immediate attention nor as an opportunity to be seized.

Structurally, the EU's policy toward its eastern neighbors was defined by the Eastern Partnership (EP), a subset of the EU's general European Neighborhood Policy (ENP) developed in 2004. The EP focused specifically on the EU's eastern neighbors in the former USSR, states that were not serious candidates for membership in the Union. But the ENP appeared more like a transformation and reform policy than a foreign policy. According to the official description of the ENP, its objective is


avoiding the emergence of new dividing lines between the enlarged EU and our neighbours and instead strengthening the prosperity, stability and security of all. It is based on the values of democracy, rule of law and respect of human rights.52



In any event, a common European foreign policy toward Ukraine would have been unrealistic given the diversity of European interests in Ukraine—which ranged from quite remote, in the case of Portugal, to vital, in the case of Poland. The emphasis on shared values of democracy, rule of law and respect for human rights made the application of this policy to Yanukovych's Ukraine a highly ambitious transformational enterprise.

For all the institutional reforms called for in the ENP and EP—emphasizing compatibility with EU laws, regulations, and practices—they did not include an explicit reference to prospects for joining the EU. Rather, the question of EU membership was left ambiguously open. Such a possibility was not ruled out, but it was not on offer either. A successful reform program was obviously a necessary condition for eventually joining the EU, but it was not sufficient. Europe's eastern borders would be secured by making its neighbors more like— but not necessarily members of—the EU.

Though the ENP did not explicitly aim to create a wider sphere of EU influence or a collection of satellites subservient to Western Europe, the ENP's practical effect would still have amounted to creating a peripheral region where it would exert considerable influence. Extensive trade and economic relations would involve the EU as the dominant partner, and the EU would enjoy expanded political and cultural influence through extension of its economic might. The Association Agreements (AA) negotiated by the EU with ENP countries carried extensive and ambitious free trade protocols under the title of a Deep and Comprehensive Free Trade Area (DCFTA), which committed ENP countries to adopt and implement EU laws in areas of trade, consumer protection, and environmental regulation.53 In a word, Brussels's writ would be extended well beyond the European Union's borders to countries that were not even on the path toward EU membership.

The ENP and the EP emerged, then, as substitutes for a common EU foreign policy, as well as for its expansion policy. The goals of making the Eastern neighbors more EU-like and binding them closer to the EU economically, but without offering them a path to membership or setting any other explicit or implicit requirements, was effectively the lowest common denominator that would suit both the newest members of the EU concerned about securing their periphery and older members worried about the costs of expansion.

Although based on the premise of expanding European values and norms, and thus an idealistic enterprise, the ENP and the EP undoubtedly had a geopolitical dimension as well. Among their most active proponents were the EU's newest members, all of which were former Soviet satellites: worried about being Europe's new edge and the prospect of instability on their periphery, they were eager to secure their borders by stabilizing and binding their eastern neighbors closer to Europe by a common European framework.54 The fact that all of Europe's eastern neighbors were vulnerable to Russian pressure only added to these anxieties. Poland and Sweden—both countries with histories of difficult relations with Russia—emerged as initiators and leading advocates of the EP.55,56,57

Ukraine was both the biggest and the most important country participating in the EP. By binding Ukraine to Europe and pulling it away from Russia, Poland and its EU partners could gain a huge margin of safety in the form of an additional buffer zone between Poland-Slovakia-Hungary-Romania and Russia. The EU would gain additional leverage over Russia by denying it control of the Ukrainian gas transport system that carried vast quantities of Russian gas to Europe and weaken Russia's leverage over Europe. The confluence of idealistic goals and geopolitical interests was obvious.

Talks between Ukraine and the EU on the terms of the AA began in March 2007, while talks on the DCFTA followed in February 2008. Negotiating such deals is an ambitious and lengthy undertaking with many stakeholders on both sides. Ukraine, with its chaotic transitional political system and insecure democratic governance, its widespread corruption, powerful oligarchs, and largely unreformed economy, presented a particularly difficult case for EU negotiators seeking to commit the country to the path of democracy, free market, and rule of law.

Negotiations suffered a further setback following the trial and imprisonment of Tymoshenko. Her fate and reputation as a strong advocate of European integration for Ukraine underscored the shortcomings of the Yanukovych presidency and the difficulty of negotiating with a leader who had deliberately chosen to curtail the country's democratic freedoms, pervert its justice, and engage in massive corruption and electoral fraud. Tymoshenko's release from prison became one of the key demands imposed by EU negotiators as a precondition for the signing of the AA and DCFTA with Ukraine.58 With no sign of Yanukovych's intent to pardon her and the fate of the AA at stake, the jailed opposition leader appealed to EU leaders to sign the AA with Ukraine anyway as a strategic move designed to bring Ukraine closer to Europe.59

Despite numerous EU missions and intense diplomatic pressure, the Ukrainian president would not budge.60 Presented with the choice of following the high principle and scuttling the AA and the DCFTA at the November 2013 Vilnius summit, the EU was poised to put principle aside, follow its interest, and sign the documents with Ukraine's compromised leader.



Russia's Position

Russia's policy toward Ukraine in the lead-up to the crisis was framed by two connected themes of Russian foreign policy. The first was the long-standing Russian resentment of the West's geopolitical expansion into areas of traditional Russian interest and domination. The expansion of NATO, and subsequently of the EU, has long been seen by the Russian foreign policy establishment as an attempt by the United States and its European allies to marginalize Russia, diminish its role in European and global affairs, and weaken its security and economic and political influence.

Russian opposition to NATO enlargement is well known. Almost immediately upon the start of discussions in Washington, Brussels, and elsewhere in Europe about expanding the alliance eastward, it became clear that despite claims about the end of the Cold War and willingness to cooperate with the alliance, Russia remained deeply suspicious of its purpose, maintaining that the alliance had no purpose after the end of the Cold War and should follow the example of the Warsaw pact and dissolve itself. Though explained by NATO's leaders as a step toward Russia—intended to bring the zone of stability, security and prosperity closer to Russia's borders—the expansion of the alliance has always been viewed by Moscow as Western expansion against Russia and a betrayal of the spirit, if not the letter, of the terms on which the United States and the Soviet Union had agreed to end the Cold War.61

Putin delivered one of the most authoritative denunciations of NATO's expansion at the Munich Security Conference in 2007. Speaking to an audience of senior officials and prominent security experts from both sides of the Atlantic, he charged that


NATO expansion does not have any relation with the modernization of the Alliance itself or with ensuring security in Europe. On the contrary, it represents a serious provocation that reduces the level of mutual trust. And we have the right to ask: against whom is this expansion intended? And what happened to the assurances our western partners made after the dissolution of the Warsaw Pact? Where are those declarations today? No one even remembers them. But I will allow myself to remind this audience what was said. I would like to quote the speech of NATO General Secretary Mr. Woerner in Brussels on 17 May 1990. He said at the time that “the fact that we are ready not to place a NATO army outside of German territory gives the Soviet Union a firm security guarantee.” Where are these guarantees?62



For many in Russia's national security establishment, NATO enlargement was possible only because of Russia's weakness during the 1990s. Its political stabilization and economic recovery in the new century made it possible for it to “rise from its knees,” rebuild a measure of its lost military muscle, stand up to Western pressure, and prevent further expansion of the alliance to the territories of the former Soviet Union—including to Ukraine and Georgia, both of which were marked for NATO membership at the 2008 summit in Bucharest.63

The second theme, also long-standing, but endowed with new urgency during the third presidential term of Vladimir Putin, was Eurasian integration: the gathering of former Soviet states in an economic, political, and security ring centered around Russia. Eurasian integration was intended to provide Russia with an added measure of security against perceived Western encroachment and enhance Russia's standing as a major power. As a leading Russian foreign policy expert has put it, no major power “walks alone.” 64

Perhaps the clearest formulation of Russian attitudes toward the West belongs to then-president Dmitri Medvedev, who in the aftermath of the 2008 war with Georgia declared the neighboring states a zone of Russia's “privileged interests.” 65 The implicit but transparent message to other powers, and in particular to the Unites States, was unambiguous: “respect the primacy of Russia in these lands and best of all keep out.” The war with Georgia, clearly intended to punish the small neighbor for its Western geopolitical orientation and desire to escape Russia's sphere of influence, sent a powerful signal to other former Soviet states not to push the boundaries of Moscow's patience. It also sent a message to the West to tread lightly in Russia's neighborhood.

Focused on hard power and military threats, Russian leaders concentrated their energies and rhetoric on NATO as the principal challenge to Russia. The EU elicited significantly less attention and ire from Russian policymakers than did NATO, if only because it played a much smaller and less visible role in the immediate periphery of Russia, choosing instead to focus efforts and resources on countries of Central Europe with immediate prospects of membership.

The absence of a collective military dimension in the EU underscored the difference between the two organizations and contributed to Russian preoccupation with NATO. Moreover, whereas the EU did not entertain plans for expansion into the former Soviet Union beyond the Baltic states, and its engagement with the former Soviet states did not entail a path toward membership, NATO did make explicit membership commitments to Georgia and Ukraine and worked with them to devise a path to membership.

Besides NATO enlargement—or perhaps as a direct complement to it—Moscow had grown resentful of U.S. democracy promotion in former Soviet states. Moscow saw Western efforts in this area as yet another form of geopolitical encirclement of Russia and even as a deliberate policy of spreading of instability inside Russia. Western support for the so-called “color revolutions” in Georgia in 2003, in Ukraine in 2004, and in Kyrgyzstan in 2005 were seen in a similar light. Western endorsement of large-scale anti-Putin protests in the winter of 2011–2012— along with visible disapproval of the fact and the manner of the Russian leader's return to the presidency in an election viewed in the West as deeply compromised—was interpreted by Putin as evidence of Western plans to destabilize Russia through democracy promotion. Putin expressed Russian resentment of these policies most recently in a July 2014 speech to senior Foreign Ministry personnel and described them as a form of Cold War– style containment of Russia by the West: “The events in Ukraine are the concentrated expression of the policy of containing Russia. The roots of this policy go deep into history, it is clear that this policy, unfortunately, did not end with the Cold War.” 66

However, despite continuing Russian preoccupation with NATO, the EU began to figure more prominently as a challenge to Russian policy of rebuilding a sphere of influence in the former Soviet space. This was due to both the EU's growing attention to its eastern neighborhood and Ukraine in particular, and to Russia's reinvigorated policy of Eurasian integration as a major foreign policy objective in Putin's third term.67 The plan was to stitch together as many of the former Soviet states as possible into a Russian-dominated Customs Union. It is to be followed by closer political integration with a Russian-dominated supranational decision-making body under the name of Eurasian Union.68

Ukraine—the second most populous former Soviet state with the second largest economy after Russia—was by far the most important target of Putin's integration policy. With Russian emphasis on hard power and territorial control, Europe's pursuit of an AA with Ukraine, across whose territory Russia sends 15 percent of Europe's gas supply, no doubt looked like yet another threatening geopolitical step in a series intended to undercut Russian leverage.69 Aside from its size, its location between Russia and Europe and its infrastructure—so important to Russia's gas trade with Europe—made Ukraine absolutely critical to Putin's plans for Eurasian integration and to Russia's sense of security. For Putin, as a statesman and Russian leader, the “loss” of Ukraine to the EU for the second time, after he had “lost” Ukraine during the 2004 Orange Revolution, was not an outcome he was prepared to accept.



The Competition Heats Up

With two competing blueprints for the future of Ukraine—one from the EU and one from Russia—an outright competition was only a matter of time. By 2013, discussions between Kyiv and Moscow about the former's membership in the Russian-led CU had been going on for several years, at least since the CU's inception in 2010.70 The main attraction for Ukraine in joining the CU was the promise from Russia that Ukraine would be able to buy Russian gas at a much lower price.71

The formal obstacles to Ukraine's membership in the CU were threefold: the clause in the Ukrainian constitution prohibiting delegation of decision-making authorities to supranational bodies, Ukraine's obligations to the WTO, and the incompatibility between CU and AA/DCFTA terms.72 The informal and more decisive obstacle was Yanukovych's desire to extract maximum benefits from Europe and Russia while keeping both at arm's length and retaining flexibility to maneuver between them to suit his political preferences.73

Ukraine's progress in AA and DCFTA negotiations appears to have driven the Russian response. With talks between Ukraine and the EU entering the final stage, Moscow pushed for progress in its own talks with Kyiv about joining the CU. In June 2013, Ukraine agreed to become an observer at the CU—a step closer, but well short of membership.74 Almost immediately, Sergey Glaz’yev, Putin's adviser and a key advocate of Eurasian integration, publicly threatened Ukraine that it would lose its observer status in the CU should it sign a DCFTA.75

Russian pressure continued to mount. In July 2013, Russia imposed a ban on several categories of Ukrainian imports—confectionery and dairy products (because of alleged health concerns) as well as pipe. In addition, Russian customs officials introduced lengthy inspections at the border with Ukraine, halting traffic and imperiling the flow of Ukrainian goods—many of them perishable—to Russia.76 The economic toll from these punitive actions was estimated to lie between $500 million and $2.5 billion, and the threat of more sanctions from Russia posed a major threat to Ukraine's fragile economy.77 However, despite the propaganda campaign and the trade sanctions, Ukraine appeared on course to sign the AA and DCFTA at the November 28–29 EU summit in Vilnius.



The November Surprise

The surprise came a week before the Vilnius summit. On November 21, Yanukovych abruptly ordered that the AA and DCFTA talks be suspended. With little explanation, both agreements were frozen, and the government of Ukraine announced that it was resuming talks with Russia about CU membership.78

Yanukovich's about-face came after unprecedented pressure from Russia and secret talks with Putin at an airport near Moscow on November 9.79 Following that, Yanukovych's prime minister, Mykola Azarov, met with his Russian counterpart, Dmitri Medvedev, for further talks that the former described as “most productive.” 80

Within a month, on December 17, Russia announced a massive aid package consisting of $15 billion in loans on terms highly favorable to Ukraine and deep—roughly 30 percent—gas discounts amounting to between $3.5 and $7 billion in 2014.81 What Yanukovych had promised to do for Putin in exchange for such largesse was not clear. But he received the lifeline he so desperately needed to avoid default in 2014 without spending cuts, especially gas subsidy cuts, in a pre-election year.

The generous size of the aid package suggests that Putin had a strong interest in settling the issue of Russian-Ukrainian relations—if not once and for all, then at least for a considerable period of time. He certainly had a powerful incentive to do so, since the Sochi Winter Olympic Games were scheduled to start in February. Sochi had become a matter of personal prestige for Putin, who wanted to demonstrate to the world and to Russia the country's progress under his leadership. With numerous foreign heads of state and other dignitaries invited, he did not want the unrest in Ukraine and the tug of war over it with the West to serve as the backdrop for the games.

However, in the month between Yanukovych's abrupt withdrawal from AA and DCFTA negotiations and the announcement of the massive Russian aid package, Ukrainian domestic politics underwent a radical transformation. EU officials were stunned by Yanukovych's about-face, so near the end of a protracted negotiation. What is more, it shocked the people of Ukraine out of their political apathy and brought them out into the streets by the tens and eventually even hundreds of thousands. The situation was beyond Yanukovych's ability to control it—and Putin's ability to influence it with cash.

As late as September 2013, the Ukrainian public appeared ambivalent on the issue of closer association with the EU: 42 percent favored joining the EU while 37 percent favored CU membership.82 Yet the response to Yanukovych's backtracking from the signing in Vilnius was quick and unequivocal.

On November 24—the first Sunday after Yanukovych's stunning announcement—an estimated 100,000 protesters went out into the streets in Kyiv in what was described as the largest public anti-government protests since the 2004 Orange Revolution. Protesters called for Yanukovych to rescind his decree freezing talks with the EU and for his and his government's resignation. Some threw stones and firebombs at police, who responded with tear gas to break up the demonstrations.83 With protests continuing and police ramping up violence to crack down on protesters, most of them peaceful, Yanukovych became the target of not only domestic opposition, but also growing international condemnation.84

With neither side in the standoff willing to yield, violence escalated in the center of Kyiv. Early December protests drew an estimated 800,000 people. Protesters seized Kyiv's city hall and set up a fortified tent city in Independence Square, triggering more violent action by police.85 On December 10, police violently attempted to storm the encampment in Independence Square, which resulted in more casualties and arrests of some of the protesters. U.S. Secretary of State John Kerry issued a statement expressing “disgust with the decision of Ukrainian authorities to meet the peaceful protest in Kyiv's Maidan Square with riot police, bulldozers, and batons, rather than with respect for democratic rights and human dignity.” 86

Despite domestic and international condemnation of Yanukovych's actions and violence against protesters, the standoff continued. Yanukovych's success in obtaining a major aid package from Russia failed to convince the protesters of the benefit of closer association with Russia. Protests spread beyond Kyiv to western Ukraine, and even to some cities in eastern Ukraine.

The new normal in Ukrainian politics was broken in mid-January by the parliament when it passed a set of laws intended to make protests illegal and severely constrain the ability of the opposition to resist the government. But the new legislation only breathed new energy into the opposition and led to more protests, which triggered a new violent crackdown by the authorities that resulted in new casualties, including several fatalities. By the end of January the laws were repealed, and the cabinet of Prime Minister Mykola Azarov resigned.87

Throughout the crisis, Yanukovych and the opposition engaged in talks about a compromise solution. In mid-February, the parties agreed that the opposition would vacate some of the buildings it had occupied throughout the protests, and the government released the protesters arrested since the beginning of the protests in December.88

However, despite these signs of progress, on February 18 more violence erupted in central Kyiv. What incited it has remained unclear, but it left 18 dead on both sides, as well as hundreds wounded. On February 20, more violence followed with the number of casualties increasing rapidly—88 new deaths were reported, many of them from sniper fire against protesters.89

The new round of violence appears to have shocked the government into agreeing to a truce. On February 21, the opposition and the government signed a compromise agreement whose key points included restoration of the 2004 constitution that enhanced the powers of the prime minister at the expense of those of the president, formation of a new government of national unity, further constitutional reform to be completed in September 2014, and a new presidential election in December 2014.90 However, upon signing the agreement, which was endorsed by EU representatives with apparent Russian concurrence, Yanukovych fled the capital and effectively abandoned the presidency. On February 25, the parliament voted formally to remove him from office and set the new election date for May 25.91

Yanukovych's flight has never been fully explained. The most likely explanation appears to be his lack of confidence in his own security apparatus, fear of imprisonment, or even violent death at the hands of protesters, who, he probably thought, would not accept the terms of the deal negotiated by opposition leaders and would proceed to overthrow his government and hunt him down.92

The Yanukovych chapter of Ukrainian history had ended. A new chapter began.



Russia Moves on Crimea

The sudden disintegration of the Yanukovych regime was a stunning surprise to Western policymakers. It must have come as a shock to the Kremlin as well. While blaming the West for supporting unrest in Ukraine as an attempted coup, the Kremlin also spared no criticism of Yanukovych as an incompetent leader unable to deal with the crisis effectively, and, if needed, by force.93 Putin's own dismissive comments about Yanukovych soon after he fled to Russia were probably indicative of the poor relationship between the two leaders, reinforced by his handling of the crisis.94 The speed and scale of political change in Ukraine must have been breathtaking for Russian leaders, suddenly left without an obvious partner in Kyiv and, most likely, without a clear plan of action.

Russian decision-making during the pivotal phase of the crisis in Ukraine was no doubt affected by the fact that Russian leadership, and especially Putin—who by all accounts had personally taken charge of Ukraine policy—was preoccupied with the Sochi Winter Olympics.95 The tensions surrounding the games conducted near Russia's turbulent North Caucasus provinces and Georgia—along with the widespread reporting of corruption, shoddy workmanship, and poor security at the games—had ensured that Russian leaders would be focused on Sochi. The closing ceremony on February 23 proved to be a resounding success: the games went smoothly, and Russia emerged as the country receiving the most medals.

Planned as a triumph of Russian recovery and renewed international standing, the games were indeed a success. However, the fall of Yanukovych and the victory of the pro-Western and anti-Russian opposition in Kyiv cast a dark shadow on that success and presented the Kremlin with few options to repair the damage. The reputations of Russia and Putin were at stake, especially considering Putin's earlier apparent success with Ukraine. The February reversal was dramatic and put Putin at risk of a historic defeat.

The perception of a historic loss was compounded by the presence in Kyiv, throughout the crucial days of the crisis, of senior European officials who did little to conceal their support for the opposition and their disapproval of the Yanukovych presidency and its ties to Russia. This show of disapproval undoubtedly fed Russian suspicions that the fall of Yanukovych was part of a carefully planned Western action. Moreover, a well-publicized intercept of a telephone conversation between two senior U.S. officials overseeing U.S. policy in Ukraine, in which they discussed the likely composition of the post-Yanukovych government, undoubtedly inflamed Russian suspicions of a Western, U.S.-led plot to turn Ukraine into a U.S.-EU satellite state.96

With the Kremlin's game plan overturned by developments in Kyiv well beyond its control, and with few alternatives, it had to act quickly and decisively to prevent Ukraine from slipping away. What options were open to it? With the revolutionary fervor sweeping Kyiv—much, if not most, of it anti-Russian and all of it fueled by the Ukrainian public's desire for closer ties to Europe and fewer ties to Russia—political dialogue did not look promising. Economic tools—the $15 billion loan and gas discounts of up to $7 billion—had not done the job. An outright military invasion no doubt looked daunting.

The Kremlin did have one tool that had proved its utility as an instrument of Russian policy in its neighborhood—local separatism. It had been used and worked well in Transnistria, Abkhazia, and South Ossetia by creating permanent frozen conflicts that became Russian outposts for protecting and projecting Russian power and influence. Crimea, with a major Russian military base, majority Russian population, many retirees from the Soviet Armed Forces and the Russian Navy, and a history of difficult relations and separatist aspirations in the 1990s, was a prime target for inflicting a wound that would undermine Ukraine's sovereignty and territorial integrity and create a pressure point to influence Ukraine's behavior.

Given the long history of Russian-Ukrainian tensions over Crimea, the Russian military almost certainly had prepared and refined blueprints for an operation there to seize control of the peninsula. It did not take long for the first signs of the operation to manifest themselves. Pro-Russian demonstrations began in Crimea on February 23, and by March 1 Crimea was no longer under the control of the government of Ukraine.97

Was the annexation of Crimea by Russia, which followed shortly thereafter, part of a carefully constructed plan? Unlikely. Given the speed with which events in Crimea and in Kyiv progressed, the Kremlin probably found itself in a reactive mode. The outpouring of support for its action by both the residents of Crimea and the Russian citizenry probably motivated the Kremlin to act boldly and proceed with the referendum and the annexation. Russian public opinion supportive of the annexation was fueled by a fierce propaganda campaign in the Russian media, which—with few exceptions—portrayed the revolution in Ukraine as a Western plot executed by radical Ukrainian nationalists and fascist elements. With the public firmly behind it, the Kremlin had no reason to hesitate.

However, the seizure of Crimea raised a number of new challenges for the Kremlin. Chief among them was what to do next. The annexation of Crimea had only deepened the divide between Kyiv and Moscow and stiffened the resolve of the new government of Ukraine to proceed with its plans for closer integration with Europe. Whereas in September of 2013 50 percent of Ukrainian citizens had a “warm” attitude toward Russia, in April 2014, 73 percent opposed Russia sending its troops to Ukraine to protect Russian-speakers.98,99 Instead of ensuring Russian influence in Ukraine, the annexation of Crimea had severely eroded it.

In charting the new course, the Kremlin had to contend with a wave of international condemnation, sanctions, and threats of more sanctions to come. The relationship with Ukraine had been badly damaged and seemed destined to remain so for the foreseeable future. At the same time, domestic support for the Kremlin's policy was at an all time high.100 Taken together, these circumstances presented a powerful argument against reconciliation, which carried the risk of appearing weak both abroad and at home. With Russia traditionally disinclined to soft power, accommodation was unlikely.

The alternative was maintaining pressure on Ukraine and—if circumstances warranted—escalation. This logic, combined with Russia's previous experience of assuring its regional influence with the help of frozen conflicts and applying both hard power and the threat of using it, emerged as the key driver of Russian policy toward Ukraine in the spring and summer of 2014. It was probably reinforced by the perception that Ukraine's elite and public were overwhelmingly in favor of European integration and that without sustained Russian pressure Ukraine would be lost to Europe.

The Kremlin's actions in the months following the annexation of Crimea—massing troops on the Ukrainian border, threatening military intervention, recruiting and dispatching combatants and weaponry to eastern Ukraine, occupying government buildings there, launching the concept of Novorossiya that would include eastern and southern Ukraine as a vast separatist enclave, establishing self-proclaimed republics in Luhansk and Donetsk, campaigning to disrupt the May 25 presidential election—seem to have been designed to undermine Ukraine's territorial integrity and sovereignty, and to demonstrate the incompetence and the illegitimate nature of the new Ukrainian government, as well as the danger associated with the course of European integration it was following.

Russia has had to scale back its apparent ambitions for establishing a vast protectorate under the name of Novorossiya in southern and eastern Ukraine.101 That vision apparently exceeded the resources the Kremlin was prepared to commit, as well as the support of the local population.

At the same time, Russia has also demonstrated its commitment to maintain separatist enclaves in the Luhansk and Donetsk regions and to prevent Ukraine from accomplishing a victory on the battlefield and wiping out the separatist insurgency. With the separatists on the verge of being defeated by pro-Kyiv forces in late summer of 2014, the Kremlin stepped up its involvement in the conflict and sent in military personnel, weapons, and supplies. The gains of the pro-Kyiv forces were reversed; they suffered heavy losses, and the Ukrainian government was forced to sign a ceasefire agreement in September that called for significant concessions to the separatists and Russia.102



Eastern Ukraine: A Stalemate

Eastern Ukraine is settling into a stalemate. Though the ceasefire has been violated frequently and could well collapse, it was the best choice among a set of unattractive options. For Moscow, the Luhansk-Donetsk region represents an opportunity to establish a protectorate inside Ukraine and thus gain a springboard for projecting Russian influence into Ukraine. Crimea can no longer serve that purpose now that it has been annexed by Russia. For Kyiv, the ceasefire offers a respite from the fighting that was draining resources it could ill afford to spend on a conflict it could not win against insurgents backed by a superior adversary. Eastern Ukraine therefore appears set to become another frozen conflict.






3
Impact of the Crisis on Russia


In his 1997 book The Grand Chessboard, Zbigniew Brzezinski stressed the importance of Ukraine as the key to Russia's future.1 With Ukraine, he argued, Russia is destined to remain an empire; without it, it is not. The crisis in Ukraine has left a deep and, by all indicators, lasting impact on Russia—both its domestic politics and its foreign policy.

Neither the domestic change in Russia nor the change in its foreign policy represents a radical departure from the course followed by the Kremlin for several years. But they do represent an unprecedented hardening of the Kremlin's positions. The crisis will almost certainly come to be viewed as a major turning point in Russian domestic development and its foreign policy.


Domestic Political Entrenchment

Domestically, the crisis in Ukraine has resulted in a consolidation of Russian public opinion around the Kremlin's messages of Russian resurgence as a great power, vigorous patriotism, and expansionist visions of Slavic solidarity—all themes actively promoted by the majority of the Russian media. In July 2014, Putin's approval rating reached 85 percent—even after the shootdown of the Malaysian airliner over Ukraine and the universal international condemnation of Russian actions in Ukraine that followed it. Sixty-four percent thought that unrest in eastern Ukraine was the result of interference by the West.2 Fifty-five percent favored active Russian support for the separatists in eastern Ukraine.3 Sixty-one percent were not concerned about the West's economic sanctions imposed on Russia, and 58 percent were not worried about their country's international isolation.4

The patriotic surge that has accompanied the annexation of Crimea and the confrontation with the West is neither a surprising nor a new phenomenon in Russian domestic politics. The key message broadcast by major Russian media outlets, especially the state-controlled TV channels, is that Putin's Russia has entered a stage of ideological, political, and geopolitical competition with the West. Although Russian state-controlled TV and other media have long broadcast significant amounts of anti-American and anti-Western propaganda, the intensity of such propaganda increased after Putin's reelection to his third presidential term in 2012, an election that was accompanied by major protests in Russia and was criticized in the West as flawed.5 Putin accused the United States—in particular, Secretary of State Hillary Clinton—of stirring protests in Russia.6 In his election-night speech the tearful president-elect charged that his opponents were enemies of Russia, intent on destroying it.7

Putin's reelection was followed by a series of new legislative and administrative initiatives that sought to limit political freedoms and minimize foreign, especially Western, influence in Russian domestic politics. These have included requiring non-governmental organizations receiving foreign aid to register as foreign agents, the expulsion of U.S. Agency for International Development (USAID) from Russia, and prosecution of protesters. In October 2014, Putin signed off on a new law limiting foreign ownership of newspapers and other media outlets to 20 percent.8 And in a sign of potential further efforts to insulate Russia from the West, also in October 2014, the Russian Security Council discussed measures to enhance Internet security, including possibly disconnecting Russian Internet from the rest of the world in the event of an emergency.9

Much of this activity was undertaken to highlight the malignant effects of Western involvement in Russian political and social life and the difference between Russia's healthy national traditions and unhealthy foreign influences. A campaign against gays and lesbians had a prominent place in this effort, as did the new legislative ban to U.S. adoptions of Russian orphans. A partnership with the Russian Orthodox Church was an important element of this effort as well.10

It was an easy progression, then, from the xenophobic anti-Western campaign that followed Putin's reelection to an even stronger anti-Western message that swept Russian airwaves after the annexation of Crimea and the strongly negative reaction it elicited from Western capitals. Putin's own speech upon the annexation of Crimea branded domestic critics as a “fifth column,” and “national traitors” inimical to Russian national interests and hostile to Russian traditions and culture.11 The Russian Ministry of Culture report on education and teaching of history in schools stressed the unique and distinct quality of Russia as a civilization, and proudly embraced the slogan “Russia is not Europe.” 12 The crisis in Ukraine, it seems, propelled Russia to the next—more authoritarian and xenophobic—stage in its domestic political evolution.



Economic Nationalism

This political retrenchment and estrangement from the West set the stage for similar developments in the economic sphere. These economic changes were precipitated by the imposition of economic sanctions on Russia by the United States and Europe, but had been set in motion even before the onset of the Ukraine crisis.

Some steps, such as banning government officials from owning foreign bank accounts and property, were passed in 2013. Although economic in nature, the ban was widely interpreted as a move by the Kremlin to ensure tighter control of the Russian elite and minimize the potential for foreign influence or pressure on members of the establishment by foreign governments.13 In addition, in April 2014, employees of Russian security agencies were banned from traveling to some 150 countries as an additional security step.14

In the defense-industrial sector, reliance on foreign suppliers has been seen for some time as a potential vulnerability the West could exploit in a crisis. Self-reliance has also been perceived as a matter of national pride. The deputy prime minister in charge of the defense industry, Dmitry Rogozin, a long-time politician known for his nationalist views and reliance on patriotic rhetoric, had emerged as the leading advocate of “buy Russian” for the Russian military.15 The Ukraine crisis and the several rounds of sanctions imposed by the United States and the EU on Russia, including a ban on military sales, have strengthened Rogozin's argument for domestic self-sufficiency in armaments production. The sanctions, he maintained, would only strengthen the Russian defense industry, which was perfectly capable of developing and producing substitutes for imported armaments.16

Signaling the government's commitment to self-sufficiency in supplying the military with the best and the latest weaponry, Putin personally convened a meeting of the Commission for Military Technology Cooperation with Foreign States and assigned to it the urgent task of developing domestic substitutes for foreign weapons systems and equipment currently relied upon by the Russian military. According to reports from the meeting, Russian companies had already developed domestic substitutes for nearly one quarter of some 200 defense-related imports, with 40 more planned by 2020. The rest, Putin said, should be developed and produced domestically as soon as possible, irrespective of the cost.17

Economic nationalism and domestic self-sufficiency have not been limited to the defense industries. In April, in his annual report to the parliament, Prime Minister Dmitry Medvedev stated that the threat of Western sanctions was forcing Russia to reduce its reliance on foreign imports and develop domestic substitutes.18 In May, Putin tasked the cabinet with developing broad measures to stimulate domestic manufacturing to replace foreign imports in industry in general and in agriculture in particular. In a related move to assure domestic control of Russian industry—especially large, “system-forming,” or “too big to fail” enterprises of national, strategic importance—Putin directed the government to develop steps that would place offshore-owned industries under Russian jurisdiction.19

Some of Russia's greater vulnerabilities are likely to lie in the financial sector, where Western sanctions have already taken a toll on the economy, prompting the government to consider countermeasures. These include proposals for a national payments system to replace MasterCard and Visa, a Russian rating agency, as well as a BRICS (Brazil-Russia-India-China-South Africa) development bank where Western influence presumably would not reach, as is the case with the World Bank.20

As a result of the Ukraine crisis, Russia's economic relations with the West, previously long thought to be a major requirement for growth and sustainable development of the Russian economy, have undergone a rapid turn-around. After nearly two decades spent negotiating and eventually winning the much sought-after membership in the World Trade Organization (WTO), which was supposed to mark a new stage in Russia's integration in the world economy, Russia is turning toward autarky as a hedge against Western politically-driven pressure. After committing to strengthen bilateral economic relations as ballast against political and geopolitical turbulence at the 2012 Los Cabos meeting of Presidents Obama and Putin, Russia is looking for ways to limit its exposure to U.S. economic influence.21 The ultimate symbol of that shift was Prime Minister Dmitry Medvedev's support for legislation to empower the government to confiscate foreign property in Russia in retribution for Western sanctions.22 Throughout his four-year term as president, Medvedev was known as an advocate of greater foreign investment in Russia as a means of modernizing and diversifying its economy. After acceding to the “reset” of U.S.-Russian relations in 2009—whose main theme was modernization of the Russian economy with the help of U.S. technology, know how, and investment—Russia is looking for ways to minimize its exposure to the West.

The need for such diversification and modernization was demonstrated when oil prices declined in the fall of 2014. Falling oil prices were widely seen as having far greater impact on the Russian economy than any of the sanctions imposed on Russia by the West. “Russia 2015: The Scenario Couldn't Be Worse,” read the headline in a leading Russian newspaper, projecting a 1.5–2 percent decline in the GDP and a 9 percent drop in investment.23

It remains to be seen how successful the Russian government will be in devising, implementing, and sustaining this new course of self-reliance and isolation from the West. It is fraught with technological, financial, and political challenges for Russia, which in the quarter century of its post-Soviet existence has come to rely on Western technology and know-how, Western imports of equipment, services, and consumer goods, and Western financing. At the beginning of 2014, Russian corporations and banks were estimated to have some $550 billion in foreign debts.24 Russian consumers have become accustomed to driving foreign cars and purchasing foreign-made goods. Russian airlines fly Boeings and Airbuses. And Russian tourists take it for granted that they can spend their summer holidays or winter breaks abroad. How far Russian autarky will go will almost certainly be a function of the severity and scope of Western sanctions. But for the Russian elite, the crisis in Ukraine has underscored the dangers of economic reliance on the West in an environment of major, fundamental political and geopolitical differences with it.



The Quest for a New Ideological Foundation

The Ukraine crisis and the rift with the West have created demands for a new ideological foundation for the Kremlin's course in the international arena. The two most prominent ideological currents to emerge from the crisis have been Eurasianism and the concept of the Russian World, akin to but less ambitious than the idea of Pan-Slavism that gained prominence in nineteenth-century Russia and provided a rationale for Russia to act as a gatherer of Slavic lands. Neither Eurasianism nor the Russian World is new; both have deep roots in Russian intellectual history, and both underwent a renaissance after the dissolution of the Soviet Union when the new Russian state began its search for post-Soviet ideological mileposts to guide its foreign policy. Until recently, however, both had been relegated to the margins of the political and ideological conversation in Russia as the Kremlin pursued a course that, despite occasional detours, was for the most part Western-bound and dedicated to building closer relations with Europe and the United States.

The Ukraine crisis has changed that. At the very least it represents a major detour from the course Russia had been on for the previous quarter century. At most, it is truly a turning point that marks the beginning of a protracted break with the West comparable in many ways, albeit probably not in scope, to the Cold War.

Both Eurasianism and the Russian World provide reliable ideological foundations for those who argue that Russia represents a civilization that is separate and distinct from Europe and should be following its own path of domestic development and its own course in the international arena. With the crisis in Ukraine, both ideologies have moved considerably closer to the mainstream of the national discourse. Some of this newfound prominence owes, no doubt, to the Kremlin's desire to offer a sound justification for the shift in its policy that the rift with the West represents, but these ideologies’ enduring presence in the country's national discourse points to the existence of a receptive audience for them in Russia.

Contemporary Russian Eurasianism derives in large measure from the writings of Lev Gumilev, a twentieth-century scholar who argued that Russia represents a separate civilization that does not belong to Europe and is instead a product of the Mongolian occupation of Russia (which he considered beneficial to Russia) in the thirteenth century, which lasted for some 250 years and resulted in a special relationship between Slavic and Turkic peoples.25 These ideas and their modern interpretations include the rejection of the Western liberal order and advocacy of a Eurasian empire that, far from draining Russia's resources—a point made by Aleksandr Solzhenitsyn among others—will serve as the source of its strength and return to greatness.26

The leading proponent of Eurasianism ideas in Russia today is Aleksandr Dugin, whom we will encounter again, briefly, later in this book. Long known for advocating Eurasianism, return to the empire, and rejection of Western liberalism and U.S.-led Atlanticism, Dugin, until recently, had remained on the margins of the policy and intellectual discussion in Russia. But the crisis in Ukraine and the annexation of Crimea have propelled Dugin and his associates to the leading ranks of the new, muscular brand of Russian foreign and security policy ideologues. They argue for further expansion into Ukraine.27

The Russian World idea has gained prominence in Russian discourse as an argument for the annexation of Crimea, for keeping Ukraine within Russia's orbit, and for supporting the separatist cause in Eastern Ukraine.28 Ill-defined geographically and politically, the Russian World is best described as a civilizational concept in addition to a collection of territories and countries populated by ethnic Russians or areas where Russian language and culture play a prominent role in the life of the local population.29 It is arguably a more assertive version of the long-standing theme in Russian foreign policy of protecting the rights of fellow Russians and Russian speakers abroad, especially in the territories of the former USSR. Western values and Western liberal traditions are viewed by exponents of the Russian World idea as at best false and alien to it and at worst hostile to it.30 Putin's speech announcing the annexation of Crimea effectively embraced the idea of the Russian World as one of the drivers of Russian foreign policy.31



A New Chapter of An Old Policy

In foreign policy, the Ukraine crisis reinforced the prevailing narrative in Russia that during the first decade of its post-Soviet existence the country had been too weak to stand up for its interests in the face of the West's encroachment. According to this reasoning, Russia's political and economic stabilization at the turn of the century—with the ascent of Putin to the presidency and a long period of robust economic growth—has enabled it to regain some of its military potential and a good deal of its international influence and has positioned it to push back against the West.32 It was a narrative in which the West acted as an expansionist geopolitical actor whose hegemonic ambitions could be resisted only by a firm—and, if necessary, forceful—resistance.

Putin's 2007 speech at the Munich security conference and the war with Georgia in 2008 were intended to both punish Russia's small neighbor for seeking closer ties to the West and to send a strong signal to the West. Russia, in that message, would not tolerate interference in its zone of “privileged interests,” let alone permit NATO expansion in the former Soviet states. According to this logic, the annexation of Crimea and the ongoing conflict in eastern Ukraine are both part of the same progression of Russian foreign policy following its recovery from the horrible decade of the 1990s, a policy designed and implemented to keep Ukraine out of NATO and NATO out of Ukraine.

The war with Georgia in 2008 had marked the first time in decades—since the 1979 Soviet invasion of Afghanistan—that Russia used military force against another independent, sovereign state. It shocked Europe, where the idea of partnership with Russia and non-use of force between states had taken hold after the end of the Cold War, and where both Georgia and Russia had been involved to varying degrees in a cooperative relationship with NATO. However, as an early warning of Russian intentions, the war with Georgia did not have quite the effect it was intended to have. As a first of its kind, it could be viewed as an aberration, a product of tensions between Russia and Georgia, and a result of Georgian miscalculation and provocative behavior. In the end, the war was not overlooked, but the West and Russia quickly moved past it in a new effort to patch up relations and rebuild cooperation deemed important for both sides.33

Following the war in Georgia, Russia consolidated its hold on breakaway Abkhazia and South Ossetia. Both territories took the symbolic step of declaring their independence from Georgia, thus signaling that there would be no way back, and Russia recognized them as sovereign, independent states. However, in an apparent token gesture of respect for the post–World War II international order, Russia did not annex South Ossetia and Abkhazia. An outright annexation of the two territories by Russia would have undermined their claims to the right of self-determination, as well as Russia's claim—no matter how unconvincing—that it had fought the war to protect its independence-bound clients against Georgian aggression.34

In the case of Crimea there was no attempt to maintain the pretense of the peninsula's independence. Moreover, while using the rationale of defending co-ethnics in the Russian World persecuted by a hostile regime, the Kremlin went further. It offered an additional justification for its action when it argued that it was not merely motivated by the obligation to defend compatriots, but that it was also acting to correct a historical injustice perpetrated during the tenure of Nikita Khrushchev who had given Crimea—an indisputably Russian territory—to Ukraine in 1954.

The annexation of Crimea marked the Kremlin's abandonment not only of the post–Cold War security order among the former Soviet states, whose leaders had agreed to recognize and respect their intra-USSR administrative boundaries as interstate borders, but also of the post–World War II European norms codified in the Helsinki Accords of 1975, which asserted the commitment of all European nations to recognize each other's borders and not change them by force.

For approximately two decades now, Russia's policy toward the West has been marked by internal consistency, growing increasingly confrontational as more resources have been put at its disposal. From declaratory opposition to NATO enlargement and Putin's Munich speech, to the war with Georgia and the annexation of Crimea, Russian resistance to perceived Western encroachment has progressed from words to deeds. Consistent as it is, this chain of Russian policy responses leaves open the question of whether the annexation of Crimea was the result of a deliberate strategy or a panicky response to an unexpected crisis. The response was new, unprecedented, and unpredicted, but it fell within the familiar pattern of Russian foreign policy when its leadership was challenged with new circumstances that neither they nor anyone in the West had likely foreseen.



What Will the Neighbors Say?

Besides opening a new chapter in Russia's relations with the West, the Ukraine crisis has marked a new stage in its dealings with its closest neighbors—the states of the former Soviet Union. Their relationship has been complicated since the moment of the dissolution of the Soviet Union, burdened by mutual dependencies, mistrust, competing interests, and difficult legacies.

Whereas some Soviet republics were eager to leave the USSR behind—Ukraine among them—others were ambivalent about it. For many of these republics about to become independent states, the prospect of independence was welcome on the one hand as a step toward national self-fulfillment, but troublesome on the other hand, because of their economic, political, and social ties to and dependence on Russia. This ambivalence has remained an important feature of their relations to the present day.

Although all ex-Soviet states want to be free to pursue their independent domestic and foreign policies, most, if not all, are to some degree dependent on Russia's good will. For some, such as Kazakhstan where ethnic Russians still account for a quarter of the population, maintaining good relations and economic and political ties with Russia is a matter of national survival.35 For others, such as Tajikistan—impoverished, lacking the oil and gas resources of Kazakhstan, and facing an unstable neighbor in Afghanistan—Russia is a source of as much as half of GDP, largely derived from remittances sent by laborers working in Russia. For Belarus, a beneficiary of Russian subsidies in the form of cheap gas, cheap oil, and cheap loans, the relationship with Russia is also key. For Armenia, with historical enemies Turkey and Azerbaijan on most of its borders, Russia is a source of strategic reassurance, security, and economic assistance.

Russian assertiveness appears to be a problem for many. Armenia had been negotiating its own AA and DCFTA with the EU, but under Russian pressure was forced to shift course and agree to join the CU.36 Kazakhstan has joined the CU but has bristled at its terms and the consequences of joining it.37 Kyrgyzstan has promised to join in 2015 but warned that it would not comply with its terms until 2020.38 Even Belarus, which is Russia's sole partner in the so-called union state and depends heavily on Moscow's largess for economic sustenance, has managed to resist Russian pressure. Following Ukraine's signing of the AA and DCFTA with the EU, Belarus, joined by Kazakhstan, refused Russian demands to restrict Ukrainian exports.39

Unable to deflect Russian pressure, none of the former Soviet states is likely to harbor illusions about the true motives of Moscow's integrationist drive and the consequences for them. Close economic and political ties with Russia are a necessity for many leaders of these countries, who either need cheap Russian gas sold at a special discount to customs union members, or, ostracized in the West for undemocratic practices, rely on Russia for political support, or as in the case of Armenia, see in Russia the necessary geopolitical partner in a tough neighborhood. A bad relationship with Russia is not an option for them.40 But the crisis in Ukraine, the annexation of Crimea, and the separatist conflict in eastern Ukraine will no doubt feed resentment of Russia and its policies among its vulnerable neighbors and push them to hedge against further Russian moves.41



China—Ties that Bind

“China Concentrates the Mind,” wrote Dmitri Trenin well over a decade ago.42 Russian-Chinese relations have been improving steadily for the past quarter century. In 2008, the two countries finalized their border treaty, settling their long-running territorial disputes. China has become Russia's largest trading partner; the volume of their bilateral trade is set to reach $100 billion in 2015. Putin and Xi Jinping have exchanged symbolically important first foreign visits to each other's country upon taking office. The two countries appear to coordinate closely their positions in the Security Council. And in the midst of the Ukraine crisis, amid calls for international isolation of Russia, Putin was received with open arms in Beijing and signed a long-awaited gas deal with China. On the surface, things couldn't be better between the two neighbors.

However, the rapprochement between China and Russia is only half the story. The complete story would include the fact that it took well over a decade after the relationship between the two neighbors was normalized to finalize their border agreement. It took ten years to negotiate the massive gas deal, the terms of which have not been made public.43 There were discussions among leading Russian foreign policy minds, demographers, economists, and journalists about the risk of losing Siberia and the Far East to China.44 There were also Russian concerns about growing Chinese military might and the danger of Chinese expansion.45 In short, a full account of the state and direction of Russian-Chinese relations reflects the Russian foreign policy and national security community's profound discomfort with the unequal relationship between the two giant neighbors—discomfort arising from fears about the rise of China and the challenge it poses to Russia.

The Ukraine crisis is likely to amplify that challenge. The rift between Russia and the West—already deep, highly unlikely to be healed in the foreseeable future and only promising to get even deeper—leaves Russia with few partners abroad. NATO and the EU are not seeking to expand the confrontation with Russia, but any talk about a rapprochement or partnership has been shelved. The trade and economic relationship will continue as a matter of necessity, but without any illusions that trade and economic relations can lead to closer political relations. Moreover, the crisis has highlighted as never before Europe's dependence on Russian gas and has spurred a new round of discussions in Europe and in the United States about diversifying Europe's energy supply and making it less dependent on Russia.

The rift between Russia and the West has underscored the importance for Russia of its relations with China. Western sanctions, and the threat of more to come, have highlighted for Russia its dependence on Europe and the United States for markets for its exports, as well as for key sources of capital and important technologies. For Russia, that relationship is a source not only of leverage, but also of vulnerability.

But despite the apparent economic complementarity between Russia and China—China is resource-hungry, Russia is resource-rich—Moscow views growing reliance on Beijing as fraught with new challenges. Instead of expanding the Kremlin's room for maneuvering, further reliance on China could end up shrinking it. According to Russian leaders, the gas deal signed by Russia and China during Putin's visit to Beijing in May 2014 took a decade to negotiate because of China's exceedingly difficult— and undisclosed—terms, as well as its unwillingness to yield. While the pipeline deal will finally provide an opening for Russian gas to the Asia-Pacific market, it has been widely seen as a victory for China, which took advantage of Russia's estrangement from the West and forced Putin to agree to a deal that was criticized even in Russia as unfavorable.46

Frictions over gas prices are but one example of the tension between Russia and China. The two countries’ competition in Central Asia, where China has rapidly overshadowed Russia in trade and investment, is another.47 The Ukraine crisis offered a third: rather than side with Russia in the Security Council, China abstained on the resolution condemning the annexation of Crimea, leaving Moscow to cast the sole veto. Moscow's disregard for the principle of sovereignty and territorial integrity has no doubt made it uncomfortable for Beijing, acutely sensitive to these two issues for its own reasons, to endorse the annexation of Crimea.48 This follows China's similar response to the 2008 Russian war with Georgia and the declaration of independence by Abkhazia and South Ossetia, neither of which Beijing has recognized.49

In the near term, the gas deal with China, symbolic of the improving relationship with Beijing, enables Moscow to demonstrate to the West that it has options elsewhere. However, if, as is likely to be the case, the Ukraine crisis only deepens estrangement from the West over the long term, closer Russian ties to China are likely to prove binding rather than liberating for Russia.



A Military Renaissance

One of the greatest surprises of the Ukraine crisis has been the performance of the Russian military. Since the late 1980s, and especially during the 1990s, the once formidable Russian military machine came to be seen as a pale shadow of its former self, a broken, underfinanced, undermanned organization known more for its blunders and cruel treatment of recruits than for success on the battlefield.50 Even the brief and victorious 2008 war with Georgia, much celebrated in Russia, served as a reminder of the many shortcomings of the Russian military.

The war with Georgia, while demonstrating Russian resolve to use military force in defense of its interests around its periphery, highlighted the need and set the stage for far-reaching military reform. Over the next five years, the size of the armed forces was cut from 1.2 million to 1 million. The hollow structure of skeleton divisions to be activated and manned in the event of a major war, along with many senior and general officer billets, was eliminated, with the officer corps cut by as much as 50 percent. Defense spending went up year after year. The armed forces’ pay improved; they received new equipment and more and better training. An ambitious decade-long $700 billion defense modernization program was launched.51 The Russian military was transformed, even more so in image than in substance, but the image it projected during the Ukraine crisis of a well-oiled military machine helped burnish its new credentials as a force to be reckoned with.

The new Russian military is still a far cry from the old Sovietera military institution. It is only a fraction of its former self, and even in its much reduced size it appears to be a challenge for the country to man properly: the demographic base has shrunk, and the budget is not sufficient to recruit enough professional soldiers and pay them enough to make military service attractive. Technologically, the armed forces will continue to face significant challenges as domestic weapons manufacturers have suffered from many years of underinvestment, especially during the lean 1990s. The push to import military technology and equipment under the previous Defense Minister Anatoliy Serdyukov has ground to a halt under pressure from domestic manufacturers and also as a result of Western sanctions.52

On several occasions throughout the Ukraine crisis, Russia has deployed large military formations on the border with Ukraine. The move generated considerable alarm in Ukraine and in the West and fears of a military invasion. However, the 40,000-strong military formation is unlikely to be a sufficient force for a full-scale military invasion and occupation of Ukraine. More likely, it is better suited for a limited incursion designed to reinforce the separatists in eastern Ukrainian enclaves and create a permanent frozen conflict under the guise of a peacekeeping operation. However, even such a relatively limited incursion is likely to tax the capabilities of the Russian military in the event of a protracted occupation and a related counterinsurgency campaign. (The additional forces required for this mission would have to be drawn from units dedicated to other regions and missions in the North Caucasus and Central Asia.) Neither of these would pose an immediate risk to Russian security, but a protracted operation could.53

Perhaps more important than the size and the quality of its armed forces, Russia has demonstrated not only its ability, but also its will to use force against its neighbors and against perceived Western challenges to its security interests. Having done so, it has re-established itself as the superior military force on the territory of the former Soviet Union. This victory, however, has come at a price, manifested in new estrangement from the West, an increasingly challenging relationship with China, and a hollow partnership with the immediate neighbors in the former USSR.



Russia after the Ukraine Crisis

While the Ukraine crisis has accelerated existing trends in Russian domestic development and foreign and security policy, it did not give rise to them. But it does represent a major turning point that will affect Russia both domestically and internationally. The long-standing and interrelated themes of international integration and domestic modernization have little relevance to today's Russia and are unlikely to regain relevance in the foreseeable future. The Ukraine crisis has put Russia on the path of significant international isolation with few allies and partners; those allies that Russia does have are mostly states that in one way or another are dependent on it.

Russia's willingness to use force against and annex a major territory belonging to one of its neighbors represents a major departure from the declaratory policy of the Russian Federation throughout much of the post–Cold War era. Opposition to the United States—viewed as a revisionist power violating the sovereignty of other states by interfering in their internal affairs—has been a staple of Russian foreign policy. Yet Russia has abandoned its adherence to that principle, becoming a revisionist power in its own right.

Russia is paying a heavy price for its victory in Crimea and for what gains it may have achieved by keeping Ukraine in its orbit. Indeed, those gains may very well prove illusory, while the toll on Russia—political, economic, military, and reputational—is bound to be heavy and lasting.






4
Europe and the Crisis


We turn now to Europe, taking the EU and NATO as frames of reference. The former allows for an examination of Europe's role in political and economic terms, the latter for considering the military and security aspects of European policy. Of course, the two organizations are not monoliths, and certainly were not during the Ukraine crisis. There were differences within the EU, just as there have been within NATO (both among Europeans and between them and the United States), not least because policies toward Ukraine are inseparable from Europe's and America's relationship with Russia. Hence the Ukraine crisis also offers an opportunity to assess the transatlantic relationship, and NATO's future in particular.


The EU's Allure

By the time the USSR disintegrated, Europe had been transformed, in no small measure because of the remarkable achievements of the EU. In the three centuries prior to initiation of regional integration in Europe in the 1950s, war among European states remained a constant threat, if only because it had erupted so regularly. Once the seedlings of what would become the EU were planted in the 1950s, a major war among the European states that constituted the coalition had already become all but impossible—no small feat given the wars they had fought over the past several centuries. In short, a continent of war had metamorphosed into a community of peace, and did so within a generation.1

The process that produced this outcome, which approximated the Kantian vision of a “perpetual peace,” was hard fought and risked failure because it required revolutionary decisions: the abolition of internal tariffs, the adoption of a common external tariff, the coordination of national policies on numerous issues, and the creation of European institutions with substantial supranational powers. Thanks to the attractiveness of these achievements, the six pioneers of European integration—Belgium, France, Germany, Luxembourg, Italy, and the Netherlands—had become a club of twelve by the time the Cold War ended. During the 1990s, the EU would add three more members: Austria, Finland, and Sweden. More dramatically, it established a single currency (the euro, introduced in 2002) and central bank (and thus a shared monetary policy, encompassing members of the Eurozone), reached the Schengen Agreement on passport-free travel among a subset of its members, and started work on common foreign and security policies.

A new political formation had arisen in Europe, one that banished the blight of war, secured democracy and prosperity, and forced a rethinking of received conceptions of sovereignty. Little wonder, then, that the EU was a club the former communist states of East-Central Europe and the most democratized former Soviet republics—the Baltic states—were keen to join. The EU, for its part, encouraged their quest for membership—subject to advances in building democracy, good governance, and market economies—because it seemed an effective way to help them navigate the passage from Soviet-style socialism to democratic capitalism. In 2004, in its single largest expansion to date, the EU took in eight Central European countries: the Czech Republic, Estonia, Latvia, Lithuania, Hungary, Poland, Slovakia, and Slovenia (plus Malta and Cyprus). With the admission of Romania and Bulgaria in 2007, it reached the current tally of twenty-eight. Additional candidates waited in the wings, and the door is open for former Soviet republics to increase ties with the EU on various fronts and perhaps even to gain admittance.2

The EU's eastward extension raised the question of what its policy ought to be toward former Soviet republics that were not members, and perhaps would never be, but had become the EU's next-door neighbors following the 2004 enlargement. This marked a contrast from prior years when the EU had focused largely on East-Central Europe. The consensus in Brussels became that initiatives ought to be developed for working with the EU's new eastern neighbors on a wide front: market reform, democratization, effective governance, the promotion of civil society, human rights, police and military reform, environmental protection, and energy efficiency and security. The EU countries geographically closest to the former Soviet states naturally had the biggest stake in this planned partnership. They believed that their own security, democracy, and prosperity were tied to the success of political and economic reform in the states on their eastern flank and that the hope of EU membership, and in the meantime the reality of systematic cooperation, could encourage and assist their efforts.



The EU Looks East

Two programs were central to the EU's eastern outreach. The first, the European Neighborhood Policy (ENP), was established in 2004 and encompassed sixteen Middle Eastern and post-Soviet states.3 The second, the Eastern Policy (EaP), was focused on Armenia, Belarus, Azerbaijan, Georgia, Moldova, and Ukraine.4 Ukraine was only one of the six countries covered by the EaP, but it was the priority from the outset. That status owed to Ukraine's size and the fact that it bridges the EU and Russia and abuts four EU states: Poland, Slovakia, Hungary, and Romania. Of these, Poland was particularly keen on the EaP's success. As we discussed in in the first chapter, Poles have strong historical connections, though a complicated and not always amicable history, with Ukrainians and have been at war with, or under the occupation of, Russia (in its tsarist and Soviet incarnations) several times since the seventeenth century. Unsurprisingly, Poland, together with Sweden, the EaP's intellectual progenitor, regarded Ukraine as a bulwark against Russia. And by extension, it considered Ukraine the program's keystone, the more so following the 2004–2008 “color revolutions” in Georgia, Kyrgyzstan, and Ukraine, and the 2008 Russia-Georgia war, which highlighted Russia's resurgence and its neighbors’ fragility, but also their democratic potential.5

The concept of an Association Agreement (AA) flowed from the EaP's basic aims. It was conditional on an EaP member's progress in implementing economic and political reforms related to democracy, human rights, and markets and was conceived as a bilateral accord that would be tailored to an individual state's circumstances and offer assorted opportunities for integration. While EU membership was not integral to the EaP, neither was it foreclosed. This doubtless reflected a compromise between the EU states that most favored expansion (those in East-Central Europe and the Baltics) and those that did not (much of the rest of the EU) and were also more mindful of Moscow's suspicions that the EaP, its benign mission statement notwithstanding, would inevitably erode Russia's influence in its immediate neighborhood and was in fact intended to do just that.6

The benefits that the EaP offered included easier, less expensive visas to EU countries (with the view of eventually allowing visa-free visits for ninety days), duty-free access for exports to the EU's massive market, and assistance for improving energy and transportation infrastructure and education. The negotiations for an AA with Ukraine—which included a Deep and Comprehensive Free Trade Area (DCFTA)—preceded the EaP itself and occurred between 2007 and 2011. The EU and Ukraine initialed the text in 2012, a prelude to signature, or so it was believed. While there was uncertainty, indeed skepticism, among European leaders about Yanukovych's commitment to enacting the AA-mandated reforms, as the November 2013 EaP summit in Vilnius neared, he was expected to sign it.



Europe and the Rebellion

Facing a mix of Russian pressure (barriers against Ukrainian exports and intimations of increased gas prices) and inducements (promises of a large loan and a cut in gas prices), Yanukovych iced the AA at the Vilnius conclave. When he visited Moscow the following month, Putin offered him big carrots in recompense: a $15 billon loan, in the form of bond purchases; a reduction, as a stopgap measure, of about $150 in the price that Ukraine paid per thousand cubic meters of Russian gas, a one-third reduction estimated to yield Ukraine another $3.5 billion; and the lifting of the barriers imposed on Ukrainian exports in order to pressure Kyiv prior to the Vilnius gathering.7 As mentioned in the first chapter, the reforms required by the AA would have dismantled the crooked house that Yanukovych and his predecessors, Kuchma above all, had built. That explains why Yanukovych dissembled on enacting them, dithered on signing the accord, and refused to comply with Europe's demand that Tymoshenko be freed. Putin's Russia, by contrast, was prepared to offer economic help without asking for the pesky reforms that the EU required and that threatened the foundation of the house of Yanukovych and the lifestyles of its most privileged inhabitants. This last consideration, as we also observed in the first chapter, was arguably more important than Russian pressure or blandishments because it turned on the supreme imperative of self-and system-protection.

When Yanukovych finally decided to mothball the accord, it appeared that Putin had prevailed and that Yanukovych would formally and definitively abandon the AA and instead attach Ukraine to the Russian-led Customs Union, of which Belarus and Kazakhstan were already members. But as we have noted in previous chapters, once news of his decision broke, Yanukovych was besieged by massive street protests, their epicenter in central and western Ukraine—the strongholds of support for alignment with the West and antipathy toward his government. Kyiv became the focal point of this revolt, its streets and Independence Square (Maidan) overflowing with demonstrators, evoking memories of the Orange Revolution. Yanukovych unleashed his riot police to quell the crowds, but that move led to fatalities that mounted steadily and enraged the opposition.

Amidst the melee, EU emissaries tried to nudge him toward a compromise with the opposition, while Russia urged him to stand firm. But the demonstrators were relentless and unbowed, and the death toll rose as their clashes with the riot police continued. February proved a bloody month: between the 17th and 21st alone 100 people were killed.8 Even before then, however, it was evident that Yanukovych was a leader living on borrowed time. The protests, ignited by his backsliding on the AA, had transformed from rallies powered by disgust over corruption into a campaign aimed at overthrowing the government.

Defections from his regime mounted. His oligarchical allies began to hedge their bets and focus on their long-term survival. A power-sharing accord mediated by EU leaders, signed on February 21 between Yanukovych and key opposition leaders, failed to find favor among the protestors and hardline opposition figures.9 His dwindling political capital depleted, Yanukovych fled on February 22, and the parliament voted to oust his government and to release Tymoshenko. The upshot was that what the EU lacked in strategy for countering Russian resistance to a consummation of EaP-derived agreements was provided by the Ukrainian street.



The Toothless EaP

The rebellion triggered by Yanukovych's decision on the AA— and, more broadly, by simmering discontent over the authoritarianism and corruption that marked his regime—revealed a major weakness of the EaP. Its premise, even if implicit, was that Russia would somehow accept, even if not gracefully, the integration of post-Soviet states into the EU, and indeed that it would have no choice but to come to terms with that denouement, despite finding it disagreeable. There was little basis for such a rosy assumption, however, given the importance that Russia attaches to Ukraine for historical, economic, cultural, and strategic reasons.

Besides, Putin and senior members of his government had long been leery of the EaP and had openly attacked it as a device designed to intrude into areas that adjoined Russia and were vital to its security and standing.10 The EU presented the EaP as high-minded venture aimed at promoting prosperity and stability to the benefit of all, Russia included, but that was not how it was seen in Moscow. To the Russian leadership, it was a maneuver to expand the West's sphere of influence—in other words, of a piece with the (successful) Western-backed anti-regime movements in Georgia (2003), Ukraine (2004), and Kyrgyzstan (2006). Indeed Putin characterized the EaP as a complement to NATO.11 Moscow had moved even before this to build its own Eurasian bloc to stymie what it considered Western efforts to undercut Russia in adjoining and proximate regions. The Russia-Belarus-Kazakhstan Eurasian Customs Union had been established in 2010, and the Kremlin was keen on Ukraine and other former Soviet states signing on. That organization was complemented by plans for a Eurasian Economic Union, and the trio signed the underlying treaty in May 2014.

So Russia's opposition to the EaP was not just verbal; it had taken countermeasures. As two European scholars observed about the EaP:


Moscow does not view the increasing influence of the EU in its immediate proximity as a win-win situation because it brings democracy and stability, but rather as a loss of power and influence. It is of no use to repeat continuously the empty claim that Russia benefits from this development. It is much more important to integrate Russia into concrete projects in the region.12


But of course in the minds of the EaP's most fervent promoters it was meant precisely to exclude Russia, not integrate it.

During the Russia-Georgia war of 2008, Putin had successfully tested the will of the EU and NATO. His goal was to demonstrate through Georgia's defeat that Russia would not forfeit its historic predominance in its periphery. To make the same point through economic means, in the run-up to the EaP's Vilnius summit he dogged Armenia into dropping its plan to sign an AA and to join the Customs Union instead and blocked Ukrainian goods from Russian markets, along with Moldova's wine exports. (He did not succeed fully: Moldova, along with Georgia, initialed the AA at Vilnius and, together with post-Yanukovych Ukraine, signed it on June 27, 2014.13)

In short, the EU had good reason, based on the Kremlin's words and deeds, to expect that Moscow would resist EaP initiatives that threatened to draw Ukraine away from Russia. But when the resistance became reality in 2014, Europe was largely helpless, just as it was in Georgia in 2008.



Moscow's Apprehensions

There were several reasons that Moscow was determined to counter the EU's increasing influence in the post-Soviet states generally and the EaP and the accompanying AA/DCTA in particular.14

First, the EU had become an increasingly important source of trade and investment for several countries that Russia regards as constituting its extended neighborhood. Russia remained Ukraine's largest individual trade partner in 2014—with total trade amounting to $12.6 billion, or 27 percent of Ukraine's exports and 30 percent of its imports—but by then Ukraine was conducting a slightly larger proportion of its overall trade with the EU bloc.15 In Moscow's eyes, the AA would have accelerated this trend, making Ukraine less dependent on Russia for goods, technology, and capital, and increasing the role of Europe, which simply had more to offer as a market and a source of investment and technology than the Russian economy, whose mainstay is energy. The inevitable result would have been reduced Russian influence, and not just economic, in a critical neighboring country. Putin declared in 2013 that the EU-Ukraine trade deal presented a “big threat” to Russia because EU goods would make their way into Russia's market from Ukraine given the free-trade arrangement between Moscow and Kyiv and that Russia's agriculture and its automotive industries would be “choked as a result.” 16 But ultimately his apprehensions were not limited to trade competition; they reflected Russia's concerns about a general loss of influence in its most strategically significant neighbor.

Second, though the AA does not provide Ukraine—or any other EaP participant—assurance of EU membership, Russia could not exclude the possibility that a future Ukrainian government would make enough progress in implementing the AA/DCFTA-mandated reforms to qualify as a candidate member, a position that would make full membership realistic down the road. This fear was not necessarily far-fetched; after all, there was a time when Romania's and Bulgaria's chances for joining the EU seemed slim. So it was scarcely unrealistic for Putin to assume that Ukraine could prove to be another dark horse that defied the odds.

Third, even as a non-member of the EU, Ukraine could, like Serbia, join the organization's Energy Community and then implement the accompanying regulations. Of these, the one most vexing to Moscow is the Third Energy Package (TEP), which was proposed by the EU Commission in 2007 and took effect in the fall of 2009.17 In essence, TEP's purpose is to increase competition in the EU's energy market in order to reduce Europe's exposure to political pressure from suppliers (Russia being the most important) and to obtain lower prices. To this end, the legislation bars companies (European and foreign) that extract energy used by EU consumers from also owning the distribution networks, pipelines being the most important component.

This stipulation has harmful ramifications for Russian energy companies that own energy deposits and are also in the business of extraction and distribution—Gazprom above all. For instance, TEP could block Russia's debt-for-equity proposals that have been aimed at enabling Gazprom to gain a stake in, or even full ownership of, Ukraine's pipeline and storage network. This was not a far-fetched concern. As it happened, in June 2014 the Secretariat of the EU Energy Community notified Ukraine, which by then had signed the AA, that the contract between Gazprom and Naftohaz, Ukraine's state-owned energy, contravened EU rules.18 Compliance with TEP would require Gazprom to renegotiate agreements for pipeline projects in which it holds major stakes and that are intended to diversify Russian export routes to Europe, namely Nord Stream (Russia to EU markets via the Baltic Sea) and South Stream (Russia to EU consumers through the Black Sea and the Balkans). TEP had already become a testy matter between the EU and Russia; the latter, contending that it is illegal, took its case to the WTO in 2014. As the Kremlin saw it, the TEP could turn out to be but one of the EU standards that Ukraine could implement that would hurt Russia both economically and strategically.

Relatedly, in Moscow's mind there is a link between membership in the EU and membership in NATO. The two coalitions overlap substantially in membership—twenty-two out of twenty-eight EU members are in NATO—and present themselves as organizations committed to common values and indeed to a “strategic partnership” based on the 2002 “EU-NATO Declaration on a European Security and Defense Policy.” 19 Even though membership in one does not guarantee membership in the other, Russia could not on that basis alone exclude the possibility that a Ukraine in the EU could eventually become a Ukraine in NATO. That prospect was not altogether fanciful; recall that Kuchma had declared in 2002 that Ukraine was ready to join NATO and that following the Orange Revolution the alliance's 2008 Bucharest summit declaration stated that “NATO welcomes Ukraine's and Georgia's Euro-Atlantic aspirations for membership in NATO. We agreed today that these countries will join NATO. Today we make clear that we support these countries’ application for MAP [Membership Action Plan].” 20 Why would a Ukrainian government that had integrated extensively with the EU not be in a strong position for NATO membership, and why would it not work hard to make the case that it was? From Moscow's standpoint, then, if the AA were to increase the chances, however slim they might have appeared in 2014, of Ukraine joining the EU, it could also make Ukraine's admittance into NATO more probable.

Finally, Ukraine's accession to the AA mattered to Moscow because it portended a potential parting of ways between Russia and Ukraine in a cultural-civilizational sense. It is easy to dismiss this factor given the prevailing tendency in contemporary political analyses to conceptualize wins and losses, threats and opportunities, in tangible, and preferably numerical, form. But that which cannot be touched or counted is not necessarily less important to states, and the historical survey in Chapter 1 provides ample grounds for taking account of it in understanding Russian policies toward Ukraine.

Certainly, what animates far-right Russian nationalists, such as Aleksandr Prokhanov and Aleksandr Dugin—who have demanded an aggressive defense of Russian interests in Ukraine and even criticized Putin for not providing it—is not the prospect of commercial losses to the West in Ukraine as a result of the AA. To them, the competition over Ukraine—whether in the form of the EaP, the AA/DCFTA, or NATO's Partnership for Peace, to say nothing of membership in the alliance—constitutes a particular instance of a larger campaign that the liberal Euro-Atlantic coalition has conducted since the Cold War to undo Russia's historic primacy in adjacent countries by shaping people's ways of thinking and being and reaping the strategic gains that follow from that success.21 While this ideological strain, and others inspired by Eurasianism, which presents Russia as the center of a civilization distinct from Western liberalism, does not by itself determine Russian foreign policy, neither is it devoid of influence within Russia's governing institutions, and on Putin himself.22



EU Options

The EU was not oblivious to these various concerns of Moscow's. But it was also determined that awareness of them not lead to a legitimation of what president Dmitry Medvedev referred to, following the 2008 war with Georgia, as Russia's “privileged interests” in the post-Soviet states.23 Moreover, it rejected Russia's claim that the EaP was nothing but an old-fashioned quest for a sphere of influence clad in the fashionable garb of regional economic cooperation. Yet Brussels appears to have given little thought, if any at all, to how it would deal with the eventuality of Russian resistance—a curious failure considering how unlikely it is that a great power would passively accept the attrition of its predominance in areas vital to its prestige and security and trust in the reassuring rhetoric of its rivals. There was no reason to believe, particularly after its war with Georgia, that Russia would be an exception; Putin's decision to respond to Yanukovych's ouster by annexing Crimea and backing Donbas separatists proved that it was not.

The EU could not, of course, counter Putin's moves in Ukraine militarily. For one thing, it lacks the capacity: few of its members spend substantially on their armed forces and, in any event, the EU was not under any obligation to protect EaP members given that the program makes no security commitments. Besides, not even Russia's toughest critics in the United States, let alone the White House, were calling for the use of force, which, it was clear to all, would have created a far more dangerous crisis. And military options had even less appeal among European leaders, to say nothing of the general public. The only feasible means available to the EU, therefore, was diplomatic and economic pressure. But when it came to the operational details of even these two options—what should be done, by whom, when, to what degree, and at what cost—there were no agreed-upon answers within Europe.

There were three reasons for the lack of clarity. First, the EU has long struggled to reach consensus when confronted with high-stakes controversies, internal and external, the more so as its membership has expanded. Second, the most influential EU members (Britain, France, Italy, and Germany) have substantial and lucrative economic ties with Russia—a point discussed later in this chapter—and are also less exposed to its power than are the EU's East Central European members. The latter are weaker and also feel more vulnerable on account of their location and their historical memories of Imperial Russia and the Soviet Union. Third, because Europe conducts far more trade with Russia than does the United States, its exposure to negative economic consequences was greater. The result was a division within the EU, and between key EU states and Washington, on just how much political isolation and economic pressure Putin's Russia should be subjected to and how productive placing it under such duress would be.

No amount of spin from Brussels and Washington could disguise this discord, which manifested itself even when it came to symbolic pressure. Consider one example. As the Ukrainian crisis intensified, the West searched for ways to isolate Russia politically and symbolically. After some debate it was decided in March that Europe and the United States would boycott the June G-8 summit, which Putin was scheduled to host—Russia having joined the group in 1998—and in Sochi no less and that Russia's membership in the elite group should be suspended.24 The remaining members of the club of economic powers—the original G-7—met without him, in Brussels, on June 4-5. But then came the June 6 ceremonies marking the seventieth anniversary of D-Day. The night before, French president François Hollande held two consecutive dinners, one with President Obama, the second with the Putin, with whom the American leader did not wish to dine or hold a formal meeting. British Prime Minister David Cameron arrived a day in advance of the festivities to meet Putin, and German Chancellor Angela Merkel met Putin in their aftermath.25 British and German communications mavens got busy explaining why their leaders’ meetings with Putin were actually a show of Western unity because they had pressed him to change his policies in in Ukraine. But that was not the way it was seen, in Russia or elsewhere, particularly because Canadian Prime Minister Stephen Harper and President Obama had specifically urged against meetings with Putin.26



Pressuring Putin: You First

By March, the EU had applied its initial sanctions on Russia, but the restrictions targeted individuals within Putin's circle, not key sectors of the Russian economy, and were widely seen as little more than a slap on the wrist. Only in July did the EU overcome its hesitation and divisions and tighten the screws significantly by going beyond sanctions against the Russian elite, targeting sectors of Russia's economy, and closing the gap between Europe and the United States. The stimulus for the sterner action was an unexpected and horrific event. On July 17, 298 people were killed when Malaysia Airlines Flight 17 (MH-17) was shot down in the airspace of eastern Ukraine by a surface-to-air-missile, which was almost certainly fired by anti-Kyiv rebels who, it was widely assumed, had received the weapon from Russia.

There are several reasons it took that terrible event to narrow the gap between the United States and the EU, and within Europe itself, on sanctions. There is, to begin with, the economic asymmetry between the EU and the United States on commercial transactions with Russia. The United States’ trade with Russia in 2012 amounted to a mere $40 billion.27 By contrast, EU-Russian trade for that year was $437 billion—more than ten times greater.28 Furthermore, the EU economies are far more trade-dependent than the United States. For example, between 2009 and 2013, trade accounted for 23.9 percent of American GDP; the corresponding ratios for Belgium, the Netherlands, Germany, and France were significantly larger.29

Though Russia accounts for a relatively small percentage of most EU countries’ total trade, its role is not trivial. While trade with Russia made up only 9.5 percent of total EU trade in 2013, Russia is the bloc's third most important partner. (The EU is Russia's leading trade partner, accounting for almost 50 percent of the total.)30 Likewise, though Russia is not a top-tier trade partner for most EU countries, it placed 13th for Germany in 2013, and in 2011 it was 10th for France's imports and 9th for exports, 10th for Italy's exports and imports, and among Britain's top 15 trade partners.31 And these figures obscure Russia's importance for European economies in certain individual sectors. The upshot of this asymmetry was that Europe was more vulnerable than the United States to a boomerang effect from sanctions.

European leaders were particularly sensitive to this given that their countries’ economies remained stuck in the wake of the 2008 recession: in the second quarter of 2014, economic growth in the Eurozone countries averaged 0.2 percent, and the economies of Germany, France, and Italy contracted.32 Even the German economy, which had served as a flagging Europe's locomotive, was in trouble: it contracted by 0.2 percent in the second quarter of 2014, and the growth forecast for the year was revised from 1.8 percent to 1.2 percent.33 With Europe's sluggish growth rates came high unemployment: 11.5 percent in June 2014 in the Eurozone, 10.2 in the EU as a whole. And the situation was far worse among youth: 23.1 percent in the EU, 23.8 percent in the Eurozone, and below 19 percent in only 6 countries (Estonia, Malta, Denmark, the Netherlands, Austria, and Germany).34

When it comes to Russia's importance for specific economic sectors in Europe, energy is the most important. But the dependence is not limited to imports from Russia; in addition, Europe's biggest energy companies have lucrative business deals in Russia. The French oil giant Total has a joint venture with Russia's Lukoil to extract shale gas from the vast Bazhenov deposit in Siberia. British Petroleum has a 19.75 percent stake in Rosneft, Russia's biggest oil company. The investment of Germany's E.ON conglomerate totals nearly $8 billion, mainly in electricity networks. Outside the energy sector, Russian airlines have purchased 270 aircraft from Airbus since 1994. European agricultural and food exports to Russia, while they accounted for less than 10 percent of all EU exports to the Russia market, totaled $15.8 billion in 2013 compared to $1.3 billion in U.S. sales that year, with Germany, Poland, the Netherlands, France, Italy, and Spain accounting for the largest sales.35 And this is just a sampling of Europe's business ties with Russia.

As Table 4.1 shows, not all EU countries have substantial trade ties with Russia in dollar terms, though a number do, and the value has increased since the mid-1990s. For 2012, the latest year for which complete data is available, those that conduct significant trade with Russia included Belgium, the Czech Republic, France, Germany, Hungary, Italy, Poland, Slovakia, Spain, and the UK. Though European countries’ economies are far smaller than the United States’ (U.S. GDP was 4.5 times larger than that of Germany, Europe's economic powerhouse, in 2012), the value of Germany's trade with Russia was 2.5 times greater than U.S.-Russia trade, and for the other EU states listed below it was greater on average by 62 percent in that year.





	EU Trade with Russia (Billions of U.S. Dollars)


	Country
	1996
	2000
	2004
	2008
	2012
	2013


	Austria
	1.1
	0.9
	2.3
	5.1
	5.6
	N/A


	Belgium
	2.7
	2.4
	6
	13.6
	18
	22.3


	Czech Republic
	2.7
	2.5
	3.7
	13.1
	14
	14.6


	Denmark
	1.1
	0.8
	1.8
	3.6
	2.9
	4.4


	Estonia
	1.2
	1
	1.9
	3.8
	5.6
	5.3


	Finland
	4.5
	3.2
	12
	26
	21
	21


	France
	5.9
	6
	13
	30.5
	27.1
	24.2


	Germany
	14.5
	15.8
	30
	84
	105
	88.1


	Hungary
	2.8
	3
	4.3
	14
	11.6
	12


	Italy
	N/A
	5
	14.3
	29
	36.4
	41


	Netherlands
	3.3
	3.9
	11.4
	28.7
	36.4
	N/A


	Poland
	4.2
	5.4
	9.2
	29.5
	29
	36.1


	Slovakia
	N/A
	2.2
	3.1
	10.4
	11
	11.6


	Spain
	2
	2.8
	5.7
	15.3
	14.1
	14.7


	Sweden
	1.2
	1.1
	4
	11.2
	12.2
	10.5


	United Kingdom
	3.3
	4
	9.7
	20
	24
	18.7



Table 4.1 
EU trade with Russia. Source: Organization for Economic Cooperation and Development (OECD), http://stats.oecd.org/Index.aspx?DatasetCode=HS1988#

If there is one factor that most influences Europe's position on sanctions, it is energy. As Table 4.2 shows, many European countries rely heavily on natural gas imports from Russia—about 15 percent is delivered through pipelines that traverse Ukraine— whereas the United States does not. In 2012, 93 percent of U.S. natural gas imports (2,980,214 million cubic feet) came from Canada, the rest from Mexico, and Russia was not among the suppliers of liquefied natural gas (LNG).36 Of the EU countries that most rely on Russia, six (Bulgaria, Estonia, Finland, Latvia, Lithuania, and the Czech Republic) depend on it for 80 to 100 percent of their consumption, and eight (Slovakia, Slovenia, Greece, Poland, Austria, Hungary, Belgium, and Germany) for between 40 and 63 percent.





	Gas Imports from Russia as a Percentage of Total Gas Consumption


	Country
	Percentage
	Country
	Percentage


	Armenia
	100
	Poland
	54


	Belarus
	100
	Austria
	52


	Bulgaria
	100
	Hungary
	49


	Estonia
	100
	Belgium
	43


	Finland
	100
	Germany
	40


	Lithuania
	100
	Serbia
	40


	Czech Rupublic
	80
	Macedonia
	33


	Bosnia-Herzegovina
	73
	Luxembourg
	27


	Ukraine
	72
	Romania
	24


	Slovakia
	63
	Italy
	19


	Turkey
	62
	France
	17


	Slovenia
	57
	United Kingdom
	15


	Greece
	54
	Netherlands
	6



Table 4.2 
EU gas imports from Russia. Source: Gazprom Export Figures 2013, European Commission, EU Energy in Figures Statistical Pocketbook 2013; Eurogas, Statistical Report 2013, http://www.eurogas.org/uploads/media/Eurogas_Statistical_Report_2013.pdf; Margarita M Balmaceda, The Politics of Energy Dependency; Ukraine, Belarus, and Lithuania Between Domestic Oligarchs and Russian Pressure (Toronto: University of Toronto Press, 2013).

The EU can certainly reduce its dependence on Russia by increasing energy efficiency, relying more on non-hydrocarbon fuels and on LNG imports, and banking on the shale revolution to yield alternative sources of supply. But these benefits will take time to appear and will not diminish the significance of gas imports from Russia for Europe in the near term. The shale revolution has turned the United States into the world's biggest natural gas producer— Russia is second—but the billions of dollars that companies must invest in terminals and other infrastructure and the complexities of gaining certifications from the federal government mean that exports to the EU are unlikely before 2017 or even 2018, if then. Then there are the costs of sea-borne transportation and (energyintensive) liquefaction—from natural gas to LNG and back to natural gas—which would make the price unattractive, the more so for cash-strapped Ukraine. As for non-U.S. LNG suppliers, they are attracted by the high prices paid in Asia and would have little reason to divert sales to Europe.37 Once American LNG exporters get into the game, they too will eye the Asian market. Perhaps the biggest consequence of the shale revolution and the increased use of LNG will be to reduce the price of gas. That could hurt the Russian economy: in 2013, taxes and export fees levied on energy and other extractive industries provided half of Russia's budget revenues, and natural gas exports netted $73 billion (and crude oil another $174 billion), or 15 percent of total export income.38

The upshot is that Washington's demands for toughness from the EU resembled two friends dining at an expensive restaurant, with one insisting on the sole right to choose the dishes yet refusing to pay any more than a small fraction of the bill.

The deliberations on sanctions made for discord within the EU as well. Once the United States imposed penalties on Russia, pressure began to mount on Europe to act. But European governments disagreed on which of them should do what. Each favored steps that entailed the least cost for its own economy and advocated those that transferred the cost to others. Thus France came under pressure to cut military exports to Russia, including canceling the already-signed $1.6 billion contract (which created some 1,000 jobs) for selling Mistral-class helicopter-carrying amphibious assault ships to the Russian navy. Together with the Obama administration, Britain was among the EU states calling on France to cancel the sale, and Lithuania's president even likened it to the appeasement of Nazi Germany.39 But because arms sales to Russia help support France's military industries, the French refused to block the sale of the first of the two ships under contract and were non-committal on the second. French leaders accused Britain of hypocrisy and proposed that Britain cut Russian moguls off from London's financial and housing markets, both of which attract billions of dollars in Russian money, some of it of dubious provenance. Given its substantial trade volume with Russia, Germany was wary of sanctions generally and, like other EU states that depend heavily on Russian gas, particularly those aimed at Russia's energy sector.



The Catalyst

Despite its economic dependence on Russia, the EU had no choice but to expand sanctions on Russia after MH-17 was shot down. These new sanctions went beyond asset freezes and travel bans against additional members of the Russian economic and political elite. As the United States had already done, Europe now targeted key sectors of Russia's economy, such as banking and energy, and banned new arms deals and limited technology transfers.40 (Washington then announced additional punitive measures of its own.) In September, because of continuing pressure from France's allies, but even more so because of Russia's escalation of the war in Ukraine, Hollande announced that the delivery of the Mistral ships would be suspended.41 In addition, the EU extended the sanctions on Russia to capital markets and defense and “dual use” technology.42 Moreover, the steps taken in July—asset freezes and visa bans affecting 87 individuals and entities—were expanded to additional individuals and organizations, and new agreements between the European Investment Bank and Russia and the European Bank for Reconstruction and Development were suspended.43

The divisions between Europe and the United States and within the EU may well have persisted, to Russia's advantage, had not MH-17 been shot out of the sky that month. That tragedy, and the difficulties encountered in retrieving passengers’ remains and investigating the wreckage, transformed the sanctions debate, not only because most passengers killed were nationals of the Netherlands, an EU member. It became untenable for Europe to hold back on sanctions, both because of public outrage and because there was no letup in Moscow's support for the Donbas insurgents. Ironically, what changed the EU's position was not so much American goading but an accident traceable to a Russian-made armament. That was something Vladimir Putin could not have anticipated and certainly did not desire. What he did have control over was Russia's military intervention in Ukraine, but he chose to expand it, showing that he was prepared to absorb additional Western economic penalties for the sake of strategic gains.

If the message that the United States and the EU intended to send Moscow by ratcheting up sanctions was that Russia would pay a high price for continuing to support the Donbas insurgents, it was not received. The Kremlin's initial reaction to the added sanctions was to shrug them off and to state that it would not be provoked into knee-jerk retaliation. But Putin evidently directed his economic team to explore the range of feasible responses, the concomitant costs to Russia, and the likely effect on Western economies. In the first week of August, having already blocked the sales of Polish fruits and vegetables and various Ukrainian food products, Moscow unveiled its own sanctions on the United States and the EU, banning meat, fish, produce, and dairy sales in Russia for one year by countries that had applied sanctions on it. The losses are again asymmetrical: the EU shipped $16.5 billion worth of these items in 2013, not a trivial sum, even though it accounted for less than 7 percent of all EU food exports (though a larger share of individual countries). For the United States, by contrast, food sales to Russia amounted to $1.6 billion in that same year, or less than 1 percent of its total income from such exports.44

Moscow announced that other measures were under consideration, including prohibitions on the use of Siberian airspace by Western airlines bound for Asia (a move that, if applied, was expected to affect 14 EU carriers) and on the importation of automobiles, aircraft, and warships from countries that had placed economic restrictions on Russia. In addition, Ukrainian aircraft were banned from using Russian airspace for certain destinations. That added to the pressures already placed on Kyiv by Moscow. These included demands for repayment of nearly $4 billion in arrears owed to Gazprom, cuts in Russia natural gas sales, and demands for high prices ($385 per thousand cubic feet, a 34 percent increase from the pre-crisis price), and prepayment in the future.45 Ukraine arranged to cover half of its gas needs (about 30 billion cubic meters) by “reverse flow” purchases from Poland, Hungary, and Slovakia, but that still left a substantial deficit as winter approached.46 To show that re-exporting Russian gas to Ukraine would bring pain, the Kremlin cut gas exports to Poland by about 24 percent in September and to Slovakia by 50 percent the following month. Hungary got the message and stopped reselling Russian gas to Ukraine within days of a meeting at the end of September between its prime minister, Viktor Orban, and the head of Gazprom, Alexei Miller.47

Russia's response to Western sanctions was intended to show both that it would not yield to public pressure and that two could play the sanctions game. The EU dismissed Moscow's moves as political—an adjective Russia had earlier applied to Western sanctions—and vowed not to be rattled, which was precisely Moscow's line about the West's economic pressure. Theatrics aside, the true costs—economic and political—to both sides could not be predicted with any confidence at so early a stage.

The sanctions prohibiting loans and technology sales to Russian companies will undoubtedly hurt the Russian economy. The costs to Russia are likely to include higher inflation, a further slowdown in economic growth (the growth rate for 2014 was expected to be a mere at 0.5 percent ), and higher interest rates resulting from the effort to slow the quickening pace of capital flight, which the European Central Bank estimated at $220 billion for the first half of 2014, in contrast to the Russian Central Bank's figure of $74 billion.48

On the other hand, Russia has comparatively little external debt ($716 billion as of March 2014), and this figure is also low relative to GDP: 33 percent, substantially below the figures for the United States and Europe. Likewise, Russia's public debt relative to GDP (7.9 percent) is among the lowest in the world.49 Moreover, Russia's large financial reserves ($478 billion, the world's fifth largest) will enable its central bank to lend to companies affected by Western banking restrictions and to cushion the blow. Though heavily reliant on food imports from the EU, Russia can fill some of the gap by turning to New Zealand, Brazil, China, and Turkey, among other suppliers—and has done so. There are bound to be side effects in the form of higher prices, shortages, and diminishing currency reserves, but the Russian leadership seemed to have taken account of these and concluded that they were worth the price, that it would not face revolts at home, and that it can cope by turning to alternative food suppliers in Latin America, Turkey, and China.

In short, by mid-2014, Europe and Russia had settled on an identical strategy: using economic pressure to change the other's behavior. Yet neither had any reliable way to predict how painful the punishment would prove to the other side, how much pain it is prepared to endure, and how much weight it attaches to economic gains and losses relative to pride, resolve, reputation, and other intangibles.50 Ultimately, no one could answer the central question a priori. Was Russia more vulnerable because the sanctions had hit its all-important energy sector by cutting off its big oil and gas firms from Western capital and technology and because Russians are economically less well off than Europeans? Or would Russia's authoritarian polity and Putin's persisting popularity enable Moscow to withstand the pressure longer than democratic European countries facing low growth and high unemployment?

This much was clear: sanctions were not inducing the Russian leadership to change course in Ukraine. Despite the concerns voiced by some experts in Russia about their harmful long-run effects for the economy, Putin's popularity (83 percent in July 2014 and 84 percent in August) increased after sanctions were imposed, and external economic pressure appeared to have produced a rally-around-the-flag among Russians.51 Likewise, Europe's unity held, even though two prime ministers, Robert Fico of Slovakia and Viktor Orban of Hungary, criticized the sanctions as an ill-considered move that would hurt Europe, and their Czech counterpart, Bohuslav Sobotka, opposed further ones, warning of a “drawn-out trade war.” 52 What remained unclear was how long EU unity on sanctions would endure given the deepening European economic crisis and the inherent complexities of maintaining cohesion among twenty-eight countries.



NATO: The Pre-Crisis Context

During the Cold War, composing a succinct statement on NATO's raison d’être would have been easy.53 It might have read as follows: NATO exists to deter, and if necessary defeat, a Warsaw Pact attack on Western Europe. Whether the Pact was formed to maintain Soviet control over the East European communist bloc or to conquer or “Finlandize” Western Europe was debated then, and continues to be, but this much was clear: throughout the Cold War, the quip of NATO's first Secretary-General, Lord Ismay, that the alliance was meant “to keep the Russians out, the Americans in, and the Germans down” was widely, even if implicitly, accepted by its members. And despite intermittent discord within NATO, most Europeans believed that it worked, and was important to them, in each of these three respects.

Once the Soviet Union dissolved, NATO's rationale was no longer self-evident, and Ismay-like formulations were nowhere to be found.54 The alliance was of course determined to demonstrate its continuing relevance, and one way in which it did so, starting in1996, was by expanding eastward.

But NATO's enlargement created two problems. First, it made Russia suspicious and resentful, especially once it became apparent that the project for a larger NATO did not encompass Russia, beyond the anodyne Permanent Joint Council created in 1997 and the NATO-Russia Council, its 2002 successor. The alliance's expansion incited a backlash in Russia, particularly from nationalists and communists, but not just from them. Yet there was no such resistance at the official level as soon as discussions over NATO's expansion began; Moscow's reaction in the initial years of Yeltsin's presidency was benign, especially since the discussions then included a partnership between the alliance and Russia, and even Russian membership.

But the mood in Russia was shifting by the mid-1990s, and Yeltsin's replacement of his first foreign minister, Andrei Kozyrev, with Evgenii Primakov in 1996 was a bellwether. Opinion polls and statements by influential Russians representing diverse political orientation showed deep concern that an alliance that symbolized the Cold War was advancing toward Russia's borders—and at a time when the country was experiencing an economic and military collapse and Western governments were declaring the end of the east-west ideological and military rivalry and proffering plans for partnership.55 This perplexity and resentment, which Putin would later tap and mobilize to develop his brand of red-blooded nationalism, was discounted, even dismissed, by Western proponents of expansion, who at best seemed puzzled by Russian anxieties given what they took to be the purity of NATO's motives.56 Lacking was any inclination on their part to imagine what the American reaction would have been had the Soviet Union won the Cold War, incorporated Canada and Mexico and the other Central American states into the Warsaw Pact, and declared that Washington had no cause to worry, its historic vital interest in these places notwithstanding.

It is true that NATO expansion resulted at least as much from the desire of states who were part of the USSR or the “Soviet bloc” (to use a Cold War archaism) to become members as from a campaign driven by Washington. But that distinction was lost on Russian leaders: for them what mattered was the expansion itself, which occurred amidst professions of friendship for Russia and toasts to the end of Cold War–era enmity. Moreover, the discussions about inviting Czech Republic, Hungary, and Poland to join NATO—which began in the early 1990s and led to a formal invitation in July 1997 and their official admission in March 1999—coincided roughly with NATO's military operations in the Balkans. In Moscow's eyes, the alliance's expansion and its intervention in places that had long been strategically of great importance to Russia were related.57

Likewise, contrary to an oft-repeated claim, Mikhail Gorbachev was not given a formal commitment that NATO would not expand eastward as a quid pro quo for his acceptance of a unified Germany within NATO. When the Soviet Union was unraveling, no one envisioned, let alone planned, NATO expansion as it would later occur.58 The assurance to Gorbachev in the Soviet Union's twilight years pertained to the stationing of NATO troops in the former German Democratic Republic (East Germany). But whether a promise was made about expansion is beside the point. It is hard to imagine a Russian leader who would have been phlegmatic about NATO's extension into states that once were part of the USSR or the Warsaw Pact, even if a no-expansion pledge was never given.

Second, enlargement made it harder to create consensus on the alliance's purpose, not least because it occurred so rapidly and under circumstances utterly different from the Cold War, when the Warsaw Pact's existence concentrated European minds. At its inception in 1949, NATO had 12 members. Only four additional states were admitted to its ranks during the following four decades. But between 1999 and 2009, membership nearly doubled to its current twenty-eight.59 The consequences for cohesion were evident well before then. In the lead-up to the Iraq war, New Europe (as Donald Rumsfeld famously called the inhabitants of the continent's East) backed the Bush administration; Old Europe (his label for NATO's established members in Western Europe) was divided, and some of its governments, France in particular, broke publicly with Washington. The same division was apparent on the issue of whether Russia was a foe or a potential partner; given their location and history, NATO's newest members, from East-Central Europe, were far leerier about Russia than its European old guard. To complicate matters, NATO's expansion coincided with discussions about extending its mission beyond Europe and embracing “out-of-area” operations, i.e., missions that transcended obligations under the alliance's treaty. This had always been a sensitive issue within the alliance (Europe understandably preferred a continental focus), but it became more contentious once NATO actually started intervening in extra-European conflicts on the theory that, as Senator Richard Lugar observed in 1993, the alliance had to either “go out of area or out of business.” 60

One controversy—evident during the missions in Bosnia, Kosovo, Afghanistan, Iraq, and Libya, all out-of-area in that they extended beyond NATO's borders and were not responses to an attack on a member—concerned burden sharing. Every NATO state besides the United States carried a lighter load during the Cold War thanks to Washington's security guarantee, which was enabled by America's massive economic and military superiority. There were, of course, variations within NATO on the percentage of GDP devoted to defense spending, but the European allies mostly devoted a much smaller proportion than did the United States. This imbalance didn't matter much so long as the Cold War raged, but in a post-Soviet world, Washington's tolerance waned, and Europe, which had long since become an economic competitor, was called on to spend more on defense.

The exhortations were occasioned in particular by the evident disparities in Europe's ability to project power and sustain missions far afield. Despite calls for greater fairness in contributing to the alliance, it still appeared to be largely an American operation, with able assists from a few members, principally France and the UK. The air campaign in Bosnia and Kosovo made this clear as early as the 1990s, and even the 2011 Libya operation, in which some NATO states played a prominent part, revealed most European NATO members’ inability to sustain distant missions, even against a third-rate opponent, without essential American support, including aerial refueling, cruise missiles, and electronic countermeasures.61 Burden sharing was not, however, just about budgets; it was also about fighting, and there was a contrast between America and most of its Atlantic allies when it came to willingness to wage war in non-European conflicts. This was particularly evident in the Iraq and Afghanistan wars, during which American forces and a few allies, some of whom did not belong to NATO, did the heavy lifting.62

The expansion of NATO's membership and mission did not for these reasons turn out to be quite the tonic that its advocates hoped it would be. It was against this background that NATO faced the 2014 Ukraine conflict.



NATO Relevance: No More Doubts?

The crisis was very much “in area”: several NATO countries, above all Poland and the Baltic states, were unnerved by Russia's absorption of Crimea and its support for separatists in the Donbas, which appeared to foreshadow an irredentist move there as well. It did not take long for pundits to proclaim that the confrontation over Ukraine had conclusively established that NATO remained relevant, no matter the end of the Cold War, and would emerge strengthened from the latest test. This was certainly the theme struck from the onset by the outgoing Secretary General Anders Fogh Rasmussen, in the alliance's official statements and in speeches made by the leaders of NATO states.63

Yet the belief that the Ukraine crisis will solidify NATO may rest on false hopes.

First, the problems that expansion has created for consensus among the allies will persist and even manifest themselves in Russia-related matters. Once the dust kicked up by the Ukraine crisis settles, the differences on how to deal with Russia will reemerge. The NATO states nearest to the Russia will, owing to anxieties produced by propinquity and memories of having been dominated or ruled by Imperial Russia or the Soviet Union, seek firm commitments from their other European allies, especially the most powerful ones: Britain, France, and Germany. But the latter are likely, because of their distance from Russia and their more robust military capabilities, to feel less vulnerable. Moreover, the EU's big three have substantial commercial and political ties with Russia. There will thus be an imbalance between the anxieties of NATO's eastern wing and the willingness of the alliance's European powerhouses to allay them. For the former, Russia will be a perennial problem, even a threat; for the latter it will be a potential partner with whom there are good years and bad ones but always common interests that need to be protected, with the long run in mind.

Second, rather than energizing NATO to resume its expansion, Putin's conduct in Ukraine will likely make the alliance's most powerful states—those that would assume the biggest risks in the event of a war—reluctant to extend protection to additional states on Russia's doorstep. These prospective allies are all too weak to deter Russia and have a history of conflict with it, and this increases the odds that they might one day redeem the pledge of protection provided by Article V of the April 1949 North Atlantic Treaty.64 For this reason, most members of Old NATO were relieved that Georgia was not part of the pact during its 2008 war with Russia; and an equal number were likely thankful in 2014 that Ukraine was not, for the same reason. In the United States, President Obama was not alone in consistently ruling out, from the start of the crisis, war with Russia over Ukraine.65 Influential hardline critics of Russia, such Senator John McCain, did as well.66 So did the leaders of the European states; indeed all were relieved by the American reaction, even, or perhaps particularly, those geographically closest to Russia. As for Americans generally, polls showed that they were overwhelmingly opposed to using force in defense of Ukraine and that a majority even rejected deeper involvement. Though the surveys showed that the crisis had increased Americans’ mistrust of Moscow, only a small majority opined that Russia was a serious threat.67 The results were similar even after the downing of MH-17: most Americans were against increased involvement generally, and a big majority opposed using military means, including airstrikes, or even arming Ukraine.68

Amidst doubts about its capacity to defend Poland and the Baltic states, as well as calls from leaders there for the long-term deployment of combat troops in their countries—Poland asked for 10,000—NATO sought to reassure its nervous eastern members, regardless of Russia's reaction. The alliance called on Russia to pull back the troops it had massed on Ukraine's borders, to end its aid to the Donbas separatists, and to withdraw its soldiers from Ukraine. But there was no consensus within the alliance on placing substantial numbers of troops in Poland and the Baltics. Key NATO states, such as Germany, made it clear that they were opposed to such action (even though they would support less dramatic steps, such as more frequent exercises), to the evident frustration of the Balts and the Poles.69 “There is no appetite in the West,” a Time report noted, “for military action to preserve Ukraine's sovereignty, despite a 1994 pact [i.e., the Budapest Memorandums discussed in Chapter 1] among Russia, Britain and the U.S. pledging to honor its borders.” 70 As the influential German magazine Der Spiegel observed about NATO's closed-door planning about increasing the capacity to defend its eastern allies:


[T]he German government dreads a discussion of new Western military plans. Both the chancellor and the foreign minister prefer a more cautious approach to diplomacy in the conflict with Russia. Officials in Berlin say that actions that Russia could interpret as the West flexing its muscle would lead “directly to disaster.” In addition, German public opinion is extremely opposed to upgrading NATO under the premise that the West must arm itself for a military conflict with Russia. Chancellor Angela Merkel is unwilling to consider an increase in defense spending, and she is certainly not interested in setting off an uncontrollable German debate over the notion of German soldiers potentially risking their lives for the Baltic countries.71



Still, by August evidence mounted that Russia was scaling up its arms supplies to the alliance, that an increasing number of Russians were volunteering (many of them former members of the military or active duty soldiers on leave), and that Russian military units were directly participating in the conflict. NATO faced the challenge of maintaining its unity by doing enough to reassure the Balts and Poles but without establishing a large, permanent presence in its eastern flank, a move that was unpalatable to the alliance's heavyweights (Germany, France, Italy, and Spain among them). Another contentious issue was supplying arms and training to Ukraine's army. On this too the divisions within NATO were similar, with Germany taking an early position against it on the grounds that it would aggravate the war, and the alliance's eastern members, among them Lithuania, Poland, and Romania, explicitly supporting it.72 (Latvia and Estonia, each of which has an ethnic Russian population that accounts for more than 25 percent of the total, remained circumspect on this point.)

Not surprisingly, the alliance's willingness to help Ukraine in tangible ways was limited to providing instant meals (“meals-ready-to-eat”) and “non-lethal” equipment. European leaders understood that NATO would have had to contemplate war with Russia had Ukraine been an ally and come under attack. Despite her opposition to putting troops in Poland and the Baltics, Merkel knew that the failure to defend these states in the event that they were attacked would have torn the alliance apart, and the German chancellor and her fellow European leaders doubtless realized that this would apply equally to commitments extended to Ukraine were it to join NATO. Thus the 2014 crisis will likely decrease the chances of NATO membership for Ukraine, Georgia, and Moldova. They may eventually receive Membership Action Plans, but that could prove a sop amounting to an indefinite wait in the antechamber.

Third, the fracas over Ukraine will not be the godsend that buries NATO's burden sharing dispute. The disparity between the contributions of the United States and its allies remains glaring. The U.S. defense budget will necessarily dwarf that of individual NATO countries, and even their combined expenditures: the United States is a superpower with worldwide military commitments. But the size of defense budgets is not the relevant measure. What counts, and will continue to do so, is the relative effort of NATO states and the steps they take (or fail to take) to increase the military capabilities relevant to the security of the alliance.

Nearly seven decades have passed since World War II ended and Europe lay shattered. During that time Europe recovered and once again became a center of global economic power. By 2010, the EU accounted for 26 percent of global GDP, the United States for 23 percent. As a consequence, Europe and the United States have long been fierce competitors in the global marketplace.73 Yet the disparity in burden sharing lingers. This is clear from a comparison of the relative proportions of their GDP that alliance members allocate to defense.74 The average for European NATO members in 2013 was 1.6 percent, while for the United States it was 4.3 percent. This was not a one-off discrepancy. The data on sequential four-year averages since 1990 show a nearsteady decline in contributions from European NATO members. The highpoint was 1990–94, 2.7 percent, but the average had dropped to 1.7 by 2010 and to 1.6 in 2011, where it has remained since. By contrast, the average for the United States between 2009 and 2013 was 4.9. Between 2009 and 2013, only three European NATO states (France, Greece, and the UK) devoted 2 percent or more; eight were at or above 1.5, and thirteen were below 1.3.





	NATO Defense Spending as a Percentage of GDP


	Years
	NATO Europe
	United States
	NATO Total


	1990-1994*
	2.5
	4.5
	3.4


	1995-1999*
	2.1
	3.2
	2.6


	2000-2004*
	1.9
	3.3
	2.6


	2005-2009*
	1.8
	4.4
	2.9


	2009
	1.7
	5.3
	3.3


	2010
	1.7
	5.3
	3.3


	2011
	1.6
	4.8
	3


	2012
	1.6
	4.5
	2.9


	2013
	1.6
	4.4
	2.9


	* average



Table 4.3 
NATO defense spending comes disproportionately from the United States. Years marked with an asterisk report average spending. Source: NATO, Public Diplomacy Division, “Financial and Economic Data Relating to NATO Defense,” February 24, 2014, http://www.nato.int/nato_static/assets/pdf/pdf_topics/20140224_140224-PR2014-028-Defence-exp.pdf.

GDP-defense ratio comparisons have their limits. But the picture doesn't change when it comes to operational efforts. These include coordinated, Europe-wide efforts to improve efficiency in procurement, increase “power projection” capabilities (air-and sea-lift), devise an effective division of military responsibilities that avoids duplication and cashes in on comparative advantage, improve inter-operability, and narrow the U.S.-Europe military technology gap.75 The prospects that much will happen on these fronts are slim for several reasons. Political support in Europe for boosting defense spending is weak at best generally, and the post-2008 economic crisis has made it even weaker. As the continent's population continues to age (and at a faster rate than in the United States), the claims of the elderly and infirm on the welfare state will increase, reducing further whatever enthusiasm does exist for boosting military strength. Europe is struggling to trim expenditures on public services. The tradition of extensive state-supplied social services and benefits (and public expectations related to them) and the power of unions have been, and will remain, far stronger than in the United States. The prospect that cuts in spending on social services will be used to beef up defense budgets is therefore remote, all the more so given Europe's post-2008 economic plight.

During the Cold War, the burden sharing controversy was muted. During the first two decades after World War II, Europe was recovering, the United States thriving. But in the twenty-first century, polls show that Americans are apprehensive about their job prospects, income inequality, reduced social mobility, the caliber of schools and infrastructure, and the quality of life in store for their children. While some polls show that a majority does not favor cutting defense spending, others show that it supports capping, even cutting, the resources that flow to the Pentagon.76 But Americans are likely to agree that their wealthy allies should do more to protect themselves, and that sentiment will shape attitudes in the Congress and the executive branch.77 The Ukraine crisis will therefore not diminish the burden sharing debate within the alliance and may indeed amplify it at a time when Europe's economic problems make it even more reluctant to spend more on arms. But if NATO does in fact expand further eastward, Washington will push its partners harder to spend more to meet the new obligations—and be less forgiving of their traditional reluctance to oblige.

It is thus unlikely that the Ukraine crisis will provide a fillip to NATO and an opportunity to articulate a new purpose. There is no doubt that the crisis has frayed Russia's relationship with the West badly and that repairing the damage will prove hard and protracted. But because of Russia's economic, political, and military significance, NATO's most influential European members will eventually extend the olive branch to Moscow, the European firms that trade with and invest in Russia urging them on. For its part, Russia will have many reasons, both economic and strategic, to reciprocate. It does not want to be a pariah that is deprived of the economic benefits of trade with the West and placed in diplomatic isolation. Nor does it wish to burn bridges with the West and to be left dependent on China, a rising power and country with which, the current China-Russia “strategic partnership” notwithstanding, Russia has had a troubled history and a 2,670-mile land border.

The contention that the Ukraine crisis has kindled something akin to a new Cold War and has solidified NATO is misplaced. While it was indubitably an important moment for NATO, it will not prove to be a defining one.






5
Ukraine's Prospects


The outlook for Ukraine is highly challenging even in the best-case scenario. Both its domestic circumstances and its international position have been badly damaged and will push to the limit the abilities of even the most capable and committed leadership to manage them.


Possible Scenarios

At the time of this writing, the outcome of the crisis cannot be foretold. However, we can say with certainty that the crisis will be long-term, spanning a period of months and probably years. Schematically, the future course of the crisis can be presented in terms of three possible scenarios:

A FROZEN CONFLICT. The conflict in eastern Ukraine becomes a standoff with low-grade fighting continuing indefinitely but with the September 2014 ceasefire and the accompanying agreements at least nominally observed by all sides. Russia in effect establishes a protectorate in eastern Ukraine similar to Transnistria, and the region morphs into a long-term frozen conflict with no solution in sight.

RUSSIA INVADES. The September ceasefire breaks down and the conflict in eastern Ukraine escalates again and leads to a direct Russian military intervention beyond the Donetsk and Luhansk regions; Russia mounts a full-scale military invasion of Ukraine and occupies major parts of it along the left bank of the river Dnipro, possibly including Kyiv, leaving a truncated independent Ukrainian state that includes parts of central and western regions of the country.

UKRAINE WINS. Kyiv achieves complete military victory in eastern Ukraine, and the Russian separatists are defeated.

Of the three scenarios, the first appears to be the most likely. The prospect of a direct Russian military invasion of Ukraine cannot be dismissed. However, throughout the crisis, the Kremlin has demonstrated repeatedly its reluctance to mount a full-scale invasion of Ukraine and, along with it, bear the burden of military occupation and the associated political, economic, and military fallout.

The frozen conflict scenario also appears to be the most desirable outcome for the Kremlin because it would spare it the costs and the uncertainties of a military occupation of eastern Ukraine, while presenting it with a considerable source of leverage for intervening in Ukrainian domestic affairs. Crimea, as a result of annexation by Russia, can no longer play the role of Moscow's instrument for intervening in Ukrainian domestic affairs.

The second scenario—Russia invades—appears to be less likely because of the economic and political costs it entails for Russia. Having declared his commitment to intervene on behalf of co-ethnics, Vladimir Putin did not intervene in May of 2014 after a tragic fire in Odessa took the lives of more than forty Russian sympathizers. Putin avoided the added commitment of supporting the Luhansk and Donetsk referendums that proclaimed their status as independent republics. Had he not disassociated himself from their declarations of independence, the pressure to intervene militarily would have been much greater. Even when the Ukrainian military was gaining and the separatists were in retreat, Putin resisted the calls—from eastern Ukraine, as well as from inside Russia—to intervene directly. Instead, he chose to send in Russian military personnel and equipment covertly, denying direct Russian involvement, and did not send the Russian army to occupy territories beyond those held by the separatists in the Donetsk and Luhansk regions. While the threat of a direct military intervention by Russian Armed Forces cannot be ruled out, it appears to be the Kremlin's choice of last resort.

The third scenario—Ukraine wins—appears to be highly unlikely, despite the temporary advances made by the Ukrainian forces on the battlefield during the summer campaign of 2014. Their progress was uneven, and the separatists, even when in retreat, were able to inflict significant casualties on Kyiv's units. Russian active support for the separatists when they were retreating and appeared on the verge of being defeated has demonstrated Moscow's commitment to support the separatists. The Kremlin has signaled repeatedly that while it is highly reluctant to intervene in eastern Ukraine directly, it is not prepared to allow Kyiv to achieve a total victory on the battlefield over the separatists—and thus over Russia.

No matter which of these scenarios comes to pass, Ukraine will face immense challenges. These will cover the full spectrum of domestic politics, economic development, national security, and foreign policy.



Domestic Politics

The February revolution in Kyiv was only a first step toward the development of a new political order in Ukraine. The separatist conflict that followed, which Russia has actively supported, has resulted in a significant regional split within the Ukrainian polity. The split was undoubtedly aggravated and probably instigated in large measure by Russian interference in Ukrainian domestic politics and by a massive propaganda campaign designed to discredit the new Kyiv government and stoke fears of a western-Ukrainian domination of the political order. Although in large part artificially created, the split has become a political reality, which is likely to get worse as the crisis progresses and takes an increasing human toll. It will not heal in the present circumstances of an active military conflict in eastern Ukraine and the Kyiv government's pursuit of a military victory over the separatists.

The May 2014 presidential election, while conferring legitimacy on the government in Kyiv, which until then had been only a provisional body, had its limitations. Because of the fighting in eastern Ukraine, many of the region's potential voters were unable to cast their ballots. The election was indeed national in scope, but the ongoing military conflict carries with it inherent limitations for voter participation.

The same limitations apply to the other critical legitimizing step—the October 2014 parliamentary election. The unstable situation in eastern Ukraine has been highly disruptive to everyday life in the region, to say nothing of its impact on the conduct of a fair and free election open to all potential voters.

The stress of war and the parliamentary election have revealed growing fissures in the coalition that spearheaded the revolution and propelled Petro Poroshenko to the presidency. Prime Minister Arseniy Yatsenyuk grew critical of the president for the terms of the truce with Russia and the separatists he accepted in September 2014.1 Poroshenko's key challenge in the new Rada will be to build a solid governing coalition—a task with which virtually all his predecessors had to struggle.

With presidential and parliamentary elections encumbered by these limitations, the legitimacy of the government in Kyiv is bound to remain challenged in parts of eastern Ukraine, and this will stand in the way of national reconciliation. The Kyiv government's other actions, such as the lustration law passed in October, are likely to make reconciliation more challenging.2

Beyond bridging the political divide, the Ukrainian leadership will face the additional difficulty of consolidating its power and authority, which are likely to continue to be challenged by the country's powerful class of business tycoons. The war has given rise to private armies, raised and financed by—and answerable to—the oligarchs. These armies or militias have reportedly been carrying much of the burden of fighting in the East.3 The active role of the oligarchs in the conduct of the war in the East and their sponsorship of militias are likely to make them even more powerful and the Kyiv authorities even more dependent on them than they were before the start of the conflict. It is unlikely that the militias simply will submit to Kyiv's will, especially if the government's legitimacy is compromised and its policies impinge on their business interests.

In addition to the oligarchs, the Ukrainian authorities will also have to contend with some of the most radical nationalist elements, who are likely to oppose any move by the government to seek reconciliation and compromise with the East. The departure of some of the most prominent Maidan activists from the government could pose a serious challenge to the Poroshenko administration at a time when it is still consolidating power and building a national consensus in support of its reform agenda.4 The resignation of nationalist leader Andriy Parubiy (head of the Defense and National Security Council) and prominent anti-corruption crusader Tetyana Chornovyl (head of the newly established anti-corruption agency) in frustration over the government's lack of progress on the war front or in the fight against corruption point to a potential challenge to the Poroshenko administration from its own camp.

By far the biggest challenge facing the Kyiv government is the state of the economy. The economy is estimated to contract in 2014 and 2015 by over 7 and 4 percent, respectively, according to the IMF.5 But this projection is likely not the final word, and the economy's condition could grow even worse. The initial $17 billion aid package from the IMF to Ukraine provided in April 2014 has been widely seen as insufficient.6 As early as February 2014, the government of Ukraine stated that it would need $35 billion more to meet its obligations in 2014 and 2015.7 In September 2014, the IMF effectively confirmed that estimate when it projected that Ukraine would need $19 billion more in additional financing before the end of 2015.8 Ukraine's ability to handle this debt burden is also in question and it could become an additional impediment to future growth.

IMF assistance to Ukraine is conditioned on Ukraine's ability to implement a series of far-reaching reforms, including some that are bound to be extremely unpopular and painful for the general public, such as cuts to the government's social spending programs and energy subsidies. Early reform efforts have run into opposition from the Yanukovych-era parliament, as have previous attempts to introduce reforms throughout the history of independent Ukraine. The new parliament, when faced with popular disaffection over belt-tightening, is also likely to act as a brake on the government's reform agenda.

Moreover, many of the structural reforms are bound to have a disproportionate effect in the country's eastern provinces, where most of the Soviet industrial inheritance is concentrated. While some of these enterprises have benefited from an infusion of funds by their oligarch owners, most are legacy Soviet enterprises that have survived thanks to heavy state subsidies and cheap Russian energy. Absent these, two vital sources of livelihood for eastern Ukraine will not be able to survive, adding to the social and political pressure and perception that Kyiv's painful reforms are targeted disproportionately, and punitively, at the East. These reforms are also likely to affect the interests of many Ukrainian oligarchs with empires located in eastern Ukraine, who have benefited from state support and sweetheart deals with Russia. The lack of a political reconciliation process in the East will make these inherently difficult reforms harder still.



The International Context

The domestic challenges facing Ukraine are closely tied to the no less difficult international environment it is certain to face in coming months and years. Chief among them are Ukraine's disrupted and profoundly transformed relationship with Russia, on the one hand, and its uncertain relationship with Europe and the United States, on the other.

The question of Ukraine's relationship with NATO has been one of the most neuralgic issues for Moscow and probably one of the most important drivers of Russian actions. As mentioned in Chapters 2 and 3, at its 2008 summit in Bucharest, the alliance pledged to admit Ukraine someday. Yet Ukrainian attitudes toward membership in the alliance have fluctuated over time. In 2010, 51 percent of Ukrainians had an unfavorable view of NATO and opposed membership in the alliance, while 28 percent favored joining it.9 Over a period of five years, the proportion of Ukrainians who saw NATO as a source of protection for their country changed only slightly from 15 percent in 2008 to 17 percent in 2013.10 In May 2014—well into the crisis with Russia—42 percent still opposed joining the alliance, while 36 percent favored it.11

As these numbers indicate, the crisis has pushed many Ukrainians toward a more favorable view of NATO. However, these figures suggest that even in the midst of a crisis with Russia, and with Ukrainian sovereignty and independence at stake, support for NATO membership in Ukraine is far from overwhelming, and, in the event it becomes once again an active policy choice, it will almost certainly be divisive among Ukrainians.

Furthermore, throughout the crisis NATO leaders have shown no interest in offering Ukraine membership in the alliance. While condemning Russia's annexation of Crimea and its continuing military interference in eastern Ukraine, NATO leaders have made clear that a military conflict with Russia over Ukraine is out of the question. This stance was reaffirmed during NATO's summit in Wales in September 2014. As noted earlier, in chapter 3, the crisis is likely to diminish further NATO's appetite for extending its defensive umbrella over Ukraine. This crisis has demonstrated the risk the alliance would have faced had it invited Ukraine into its ranks as a result of the pledge made at the Bucharest summit in 2008. Even Ukraine's most fervent champions within NATO are not ready to risk war with Russia in order to demonstrate their loyalty to Kyiv.

The crisis has also presented Ukraine with a host of economic problems beyond those it already faced. Prior to the conflict, Russia accounted for 25 percent, or $16 billion, of Ukraine's exports. Russia has already imposed a number of trade sanctions on Ukraine in retribution for its signing an AA and DCFTA with the EU and has threatened more sanctions in the future. Eventually, the signing of the DCFTA promises to bring about significant benefits stemming from improved access to the EU market. But many of these benefits are conditioned on Ukraine's ability to enact and implement a large number of EU trade regulations and quality standards. In the near term, however, it is not clear that gains from the DCFTA will make up for the losses incurred by Ukrainian businesses as a result of the loss of access to the Russian market. The fact that the free trade agreement will not be implemented until the end of 2015 holds out the possibility for Ukraine to retain access to the Russian market, but raises doubts about the future of Ukraine's access to European markets, undercuts its reform momentum, and continues its dependence on Russia.

Russia supplies nearly two-thirds of Ukraine's natural gas needs.12 Ukraine's debt to Russia and the price of future gas deliveries remain the most contentious issues in the energy relationship between the two countries. Disagreements between them are certain to continue with Ukraine chronically struggling to meet its repayment obligations and Russia using gas as an instrument of pressuring Ukraine. In the absence of political goodwill between the two countries, the challenge of resolving future gas disputes is certain to be greater. A Russian decision to cut gas deliveries to Ukraine, threatened on many occasions (and carried out more than once), will either leave Kyiv without its key energy source or with the option of siphoning gas from Russian deliveries downstream to Europe and thus causing a crisis there.

Although the revolution in Ukraine occurred under the banner of European integration, and the crisis in Russian-Ukrainian relations was caused by the prospect of Ukraine's signing of the AA and DCFTA with the EU, membership in the EU—the ultimate goal of European integration—remains a distant prospect for the country. While the AA and DCFTA do not preclude Ukraine's membership in the EU, they do not offer a path to joining it. At best, it is a process that could take decades, as has been the case with Turkey, which signed its own AA with the EU's predecessor, the European Economic Community, in 1963.

Thus, Ukraine's relationship with Europe, its other gravitational pole (besides Russia), is highly uncertain. While Europe has rhetorically embraced the cause of Ukraine's European integration, it has been noncommittal on EU membership for Ukraine. Although the EU has promised to provide significant assistance—totaling $15 billion dollars in grants, loans, and loan guarantees over a period of several years—it is conditioned on Ukraine's ability to implement IMF-mandated reforms.13

Despite Europe's best intentions, its ability to sustain assistance to and interest in Ukraine should not be taken for granted. Several factors—Europe's continuing economic malaise, limited resources, numerous demands from weaker EU members, and multiple geopolitical crises, especially in the Middle East—pose the risk of Ukraine being marginalized on the continent's policy agenda. Moreover, European solidarity in support of Ukraine and in the face of renewed concerns about the threat from Russia is already showing signs of fraying. Underlying this phenomenon is the fact that Russia is far more important to Europe—economically, politically, and in terms of its security—than Ukraine. Leaders of some of the newest EU members—Slovakia, the Czech Republic, and Hungary—have criticized EU sanctions on Russia, pointing to their adverse economic effects on Europeans.14 Germany, France, and the United Kingdom, each for its own set of economic interests, have been reluctant to impose more sanctions on Russia. Europe's commitment to Ukraine could collide with the realities of its transformed post–Cold War economic, political, and security ties to Russia, leaving Ukraine to tackle its challenges largely on its own.
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Conclusion


This book began with the observation that the 2014 Ukraine crisis represents the most severe disruption in East-West relations since that term fell into disuse at the end of the Cold War. For the first time since the end of Word War II, a country that had previously committed to observe the independence, sovereignty, and territorial integrity of fellow European states has annexed a portion of its neighbor's territory. Moreover, having explicitly rejected some of the fundamental principles of European security and stability it had previously accepted, Russia has embraced a foreign policy doctrine based on ideas of ethnic kinship and asserted its right to continue to violate those basic principles.

This puts at risk not only Russia's relationship with the West, but also the entire European security architecture that the United States and its allies have been pursuing since the end of the Cold War and even undermines key elements of the post– World War II political and security arrangements in Europe. The vision of Europe whole and free, at peace with itself and its neighbors, which has guided the American-European pursuit of a new security order on the continent, has met its severest, possibly fatal, test.

The crisis has also threatened to jeopardize important European and U.S. interests beyond the continent. Many elements of the transatlantic security agenda have rested on the premise of Russia's cooperation and even, in some instances, its active support, including policies on the proliferation of nuclear and other weapons of mass destruction, as well as sensitive conventional weapons and technologies, on terrorism, and on regional conflicts such as Afghanistan, North Korea, and Iran. Russian cooperation, already tenuous before the crisis on issues such as the Middle East and some aspects of Iran's nuclear program, could disappear entirely as a consequence of the deteriorating relationship between Russia and the West.

Moreover, in addition to recreating a twenty-first century version of the East-West divide, the crisis has revealed significant divisions within the Western alliance. Europe and the United States were united in their rejection and condemnation of Russian actions in Ukraine. But as the crisis wore on, it became apparent that their interests regarding Russia vary widely. During the post–Cold War period, Europe and Russia developed a far closer relationship than did the United States and Russia, one that has evolved into a mutual dependency that would take years, probably even decades, to unwind, should the Europeans decide to dismantle it. And aside from the differences between Europe and the United States, the crisis has brought to light divisions within the EU and among the European members of NATO on the particulars on responding to Russian conduct in eastern and southern Ukraine.

The crisis also highlighted the costs and challenges—unanticipated and, until recently, unimagined—of reassuring new NATO members of the alliance's commitment to their security. The alliance was expanded on the assumption that it would no longer face threats in Europe—that its main challenges would be outside of Europe, out-of-area—and that while its Article V security guarantee to new members remained in force, it would never have to be invoked.

Russian actions shattered another long-held assumption of the post–Cold War era, namely that war and the use of force had been banished if not among all states, then certainly among major European powers. The Ukraine crisis demonstrated that this comforting belief was a fallacy.

At no point during the crisis did even the greatest of pessimists warn that there was a risk of a premeditated, head-on military collision between Russia and the West. Contributing to the risk of accidental war in this crisis was the failure of the United States and Europe to anticipate Russia's moves, which at every step exceeded Western expectations of what Russia was willing to do and the risks it was prepared to take to advance its interests. As during the 2008 Russia-Georgia war, the United States and Europe did not see the crisis coming. Although the prospect of an all-out war involving Russia and the United States remains unthinkable, neither party to this conflict should ignore the danger that small incidents could inadvertently set in motion—a spiral that would in turn culminate in war that no one intended, wanted, or thought possible, as was true in Europe in August 1914.

The analogy to 1914 is appropriate. But the lessons that Europe and the United States should heed now are not limited to the pre-war period—that is, to the unpredictable and uncontrollable nature of political brinkmanship and military escalation, the danger of misreading an adversary's intentions and sending ill-conceived messages to him. The danger is also in failing to draw lessons from the post-war period. In 1918, the major powers failed in one crucial respect: they failed to devise a blueprint for Europe that would have enmeshed the vanquished nation—Germany—in a new European security network. Europe paid a horrible price for that failure in World War II but learned the lesson of the previous disaster and, after 1945, secured Germany in the web of transatlantic institutions, thus ensuring its role as the model European citizen.

However, what was done for Germany in the 1950s was not done for Russia in the 1990s after the West “won” the Cold War and the Soviet Union collapsed. Despite early misgivings about post–World War II Germany's fate in a new European security order, the part of Germany occupied by the United States, France, and Great Britain joined NATO in 1955, was fully integrated into the West, and was integral to the project of European integration. In short, its place in Europe was never in question.

That was not the case with Russia after 1991. Its place in post–Cold War Europe, whole and free, has always been tenuous. NATO membership for Russia was never seriously considered, and if it came up, it was only as a far-fetched, theoretical possibility. Devising a new security arrangement to replace both Cold War structures—the Warsaw Pact and NATO—was never considered either. There was never any question as to NATO's future after the Cold War: it would continue, period.

Moreover, NATO would expand. Though NATO's enlargement to the East was not intended to threaten the Kremlin's power, it was a hedge against a resurgence of bellicose Russia. If Russia failed at its post-Soviet transformation and reverted to its old expansionist self, NATO enlargement would guard Central Europe against Russian encroachment. In the words of some of the earliest and most active advocates of NATO enlargement, Russia was a “special case.” Its place in Europe was a matter of grave doubt.

Russia nevertheless remains a special case due to its size, geostrategic position, and long imperial tradition. Many Europeans believe that Russia is not a European country, is unlikely to become one, and should not be allowed into core European institutions. Indeed, at the moment not a single Atlantic alliance member is in favor of allowing Russia into either the EC or NATO, although most avoid saying so openly.1 The possibility of EU (or then EC) membership for Russia was not on the table either.

In other words, whereas Russia's former satellites in Central Europe and the Baltics had a clear destination at the end of their post-Communist transition and a guaranteed place in Europe's security and political structures, Russia did not. It would have to prove its European identity.

The cautious approach was understandable. Russia's size, history, political culture, and military tradition, as well as its geographic position on two continents, make integrating it a daunting task. Crucially, it sees itself as an integrator, not a state that is integrated by others. The result was the two-pronged approach Europe and the United States took to Russia. One element was to hedge against Russian resurgence as an adversary; the other was to engage Russia, and encourage its transformation in the hope that it would see the benefits of the market, democracy, and integration with the West—on the West's terms.

Those who favored hedging at the expense of engagement had a better claim on having a strategy for dealing with Russia. Now, however, they have no grounds to lament that engagement with Russia has failed, as their own advocacy of hedging undercut engagement's prospects. Those who pursued a combination of the two approaches or who simply hoped that Russia would transform itself into a market democracy and integrate with the West, had no such claim.

In the words attributed to former New York mayor Rudy Giuliani and used by many others, hope is not a strategy. The United States and Europe had a strategy for Central Europe, but they did not have a strategy for Russia. Russia remained outside key European institutions; it was not enmeshed in the transatlantic political and security network as Germany was after World War II, while Russia's economic ties to Europe and the United States have become a potential vulnerability for both sides as a result of the Ukraine crisis.

The entire post–Cold War European political and security architecture was built on the foundation of two institutions— the European Union and NATO—which did not include Russia. To advance its fundamental vision of a Europe whole, free, at peace with itself and its neighbors, Europe and the United States relied on the hope that Russia would eventually embrace them on its own accord. Alas, over two decades into the post–Cold War era, this approach turned out to have been a huge gamble. It paid off in Central Europe, but not in Russia.

The Ukraine crisis is undoubtedly a pivotal event for Europe. But Ukraine is not the cause of the crisis. It is rather a symptom of an even larger problem for Europe. Europe's problem is with Russia, and its principal political, security, and economic challenges for the coming years will be to develop a new strategy for dealing with its giant neighbor. This strategy will have to be built on a realistic understanding of Russia rather than on what the West would like it to be and hopes it will one day become. It will remain a monumental task for the transatlantic community for years to come. Unless it is tackled with the ruthless realism and serious resources it deserves, stability and security in Europe will prove elusive.
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