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Preface
olitical crisis and the latest events in Ukraine, which shook world politics in
2014, represent a symbol of change in the international architecture of the 21st
century. According to many international researchers Russia's actions in
Ukraine categorically prove the shift from a unipolar World, dominated by the West and
the U.S. in particular, to a multipolar World, where several centers of power would outline.
The crisis in Ukraine, which broke out in November 2013 initially as an internal political
turmoil quickly grew into a conflict of international importance at the beginning of 2014. In
this geopolitical situation between Russia and the West (dominated by the U.S. and EU)
emerged. This report aims to explore the dynamics of the conflict and to determine the
effects and problems facing European institutions and countries with respect to the crisis
situation in Ukraine. In order to acieve better understanding of the problem this paper
starts with a brief introduction presenting the historical beckground of the conflict and
providing some geographical data on and information about Ukraine‘s natural resourses.
Then an analysis methodology known as PMESII has been used. The abbreviation
PMESII stands for an analisis of the Political, Military, Economic, Social, Infrastructure,
Information aspects of a problem. PMESII was developed by the US Department of
Defense and the US Army to serve as an analytical tool and, with slight modification, this
tool completely fits the purpose of this study. Finally, the paper will conclude with some
key findings and a forecast for the future of the Ukrainian conflict. Various open
information sources, listed in the bibliographic part the document, were used during the
development of this research.
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Historical background of the conflict
Тhe historical destiny of Ukraine has always been controversial and predetermined
by its geostrategic position. In the 9th century on some parts of the lands of present-day
Ukraine appears Kievan Rus, which is gradually becoming a regional power. In the
following centuries, Ukraine is divided between various powers, mostly between Poland
and Russia. October Revolution and the fall of the Russian Empire in 1917 led to the
proclamation of the Rada (the Parliament of Kiev) and the independence of the People's
Republic of Ukraine, which was recognized by Germany, AustriaHungary, and afterwards
by the Bolshevik government.
However, very soon after the independence Ukraine lost its independence again
and was fragmented. In the 1930s Stalin's collectivization process led to one of the
greatest tragedies of the 20th century - named "Holodomor " (a man-made famine), during
which several million people were killed. In 1928, Stalin introduced a program of an
agricultural collectivization that forces farmers to give up their private land, equipment
and livestock, and join state-owned, factory-like collective farms. Many Ukrainian farmers,
refused to join the collective farms. As result Stalin introduced the policy of "class warfare"
in the countryside in order to break down resistance to collectivization. Over the extended
period of collectivization, armed brigades forcibly confiscated land, livestock, and other
property, and evicted entire families. Close to half a million individuals in Ukraine were
dragged from their homes, packed into freight trains, and shipped to remote, uninhabited
areas such as Siberia where they were left behind, often without food or shelter. A great
number of people died in transit or soon thereafter.
The Nazi German invasion of Poland on September 1, 1939, marked the beginning
of World War II Western Volhynia and most of Galicia, both previously under Polish rule,
were occupied by Soviet troops in accordance with the secret protocols of the GermanSoviet Non-aggression Pact (Molotov-Ribbentrop Pact). Soon after the German invasion
of the USSR on June 22, 1941, Ukraine falls under Nazi control. In these conditions, the
situation in Ukraine could be characterized as a conflict between two major groups. On
one side were nationalist-oriented Ukrainians, who supported Nazi Germany and hoped
to establish an independent state, and on the other side were the supporters of the USSR.
After the end of World War II, an extensive economic reconstruction and
development of numerous industry sectors was undertaken immediately as the USSR
reestablished control over the recovered territories. In 1954, Nikita Khrushchev joined
Crimea to the territory of the Ukrainian S.S.R.
After the collapse of the USSR and the independence of Ukraine, Leonid Kravchuk
becomes President of the emerging Ukrainian state. However, this independence was
accompanied by many economic difficulties.
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In 2004 Ukraine held a presidential election, won by Viktor Yanukovych, who was
supported by Moscow. It appears, however, that the elections were rigged and mass
protests erupted throughout the country bringing Viktor Yushchenko to power.
In 2010, Yanukovych managed to take over as the President of Ukraine. At the
end of 2013 protests outbroke against President Yanukovych‘s refusal to sign the
Association Agreement with the EU. Among the reasons for the refusal were primarily
economic reasons, but the predominant impression was that Yanukovych had
succumbed to pressure from Moscow. No less important is the fact that Ukraine has long
wanted to get a specific date for full membership - something that the EU was not in a
position to commit to. Protests were extinguished by the use of brute force by the police,
which led to a number of casualties and to overthrow of the president.
In response, Russia occupied Crimea in March 2014 and began military
operations in the populated mostly by ethnic Russians eastern regions of the country.
The conflict seems extremely bloody, though on February 12, 2015, in Minsk a
ceasefire agreement was signed.
In conclusion after this short retrospection we can summarize that Ukraine's history
has always been marked by the conflict between East and West, which established a
territorial devide between western and eastern regions of the country. To this should be
added that Ukraine suffers from a severe deficiency of national identity and a painful
process of national self-determination. The engine of the Ukrainian (based on
Russophobia) identity is located in the western part of the country, which is the most
economically underdeveloped part while the economically developed eastern and
southern parts have a definitive Russian ethnic and civilizational characteristics.
Largely, the root of this conflict lies in the intention of the Russian President
Vladimir Putin to establish a regional integration project analogical to the EU- the Single
Economic Area or the so-called ―Eurasian Union", but ultimately, a well-intentioned rival
of the EU.
After its eastward enlargement, the European Union approached the western
borders of Eurasia. The Black Sea region is one of the most strategic regions in the World
and is crucial for the EU and its member States, in order to ensure their security and
defense. Moreover, the Black Sea is a very important external border of the EU.
That‘s why the illegal annexation of Crimea by Russia violates the military balance in the
Black Sea basin and leads to a significant change in the strategic situation. Russia now
controls hundreds of kilometers from the Crimean coast and adjacent waters, located
close to NATO and maritime borders of the EU.
Therefore, an internal conflict was used by the West to try to change the status of
the Ukrainian territory – from a buffer to directly integrated into Western sphere of
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influence territory, something that Russia clearly identifies as a direct military threat to its
national security. This is probably the main reason for the crisis situation in Ukraine.

Geographic location and natural resources
Ukraine has a strategic position in East Central Europe: lying on the northern
shores of the Black Sea and the Sea of Azov. It borders Poland, Slovakia and Hungary
in the west, Belarus in the north, Moldova and Romania in the south-west and Russia
in the east. The total geographic area of Ukraine is 603,550 square kilometers, the second
largest country in Europe, after the European part nof Russia.
Ukraine
is one of the
natural resource
leaders in
Europe and the
world in terms of
the size of the
explored
coal
resources (over 54
billion
tonnes),
Ukraine occupies
the second place
in
Europe
and seventh
in
the world. The largest amount of highenergy coal and coking coal are in Donets
Basin (Donbas), but given the deteriorating conditions of exploitation, operation is
transferred into the region of the Western Donbas (Dnipropetrovsk Oblast). Certain
quantities of lower quality carbon can also be found in the Lvov- Volyn Basin. Brown
coal deposits are found in Dnieper Basin (Zhytomyr Oblast, Cherkasy Oblast,
Kirovohrad Oblast, Dnipropetrovsk Oblast), where the opencast mining is carried out.
Ukrainian soil is unique. Almost 45% of the whole area is fertile farming land. The
area around the rivers Dnipro and Dnister is the only place in the world where the width
of the so-called ―sweet‖ black soil line reaches 500 km. This soil is exceptional in
providing very high natural quality of the harvests and belongs to the national wealth.
Ukraine's geographic position and proximity to Russia explain its importance as a
natural gas and petroleum liquids transit country.
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In terms of shale gas Ukraine is one of the few European countries that has not
banned fracking. In adition it is presumed that Ukraine has Europe‘s third-largest shale
gas reserves behind France and Norway, equaling 1.2 trillion cubic meters, while the
Ukrainian National Agency for the Efficient Use of Energy Resources estimated domestic
shale gas deposits at more than 2 trillion cubic meters.
In conclusion we can say that Ukraine‘s natural resources are strategically very
important. Why?
First of all, they are needed for economic development in fields such as mining,
the metallurgical sector, mechanical engineering, aerospace, shipbuilding as well as in
the petroleum and energy industry.
Secondly, they are a significant source of export income, even if they interrupt
economic growth as effect of the ―curse of natural resources― 1 . In both cases,
economic crisis and transformation, privatization, abused labor and dysfunctional
authorities.
Thirdly, Ukraine‘s natural sources can increase the country‘s independence of
external energy suppliers (especially considering natural gas), what is equally important
to guarantee national security.
The access to existing and potential energy sources in Ukraine is one of the main
reasons for Russia‘s policy of confrontation towards its South-Western neighbor. Not only
the increase of gas production in Ukraine, but also, and in particular, the possibility to
manage gas fields and in the future - gas hydrates in the Black Sea and Sea of Azov,
which may enable Ukraine to become a demanded gas exporter in the world, have led to
the current crisis between Russia and Ukraine.

Political System
On August 24, 1991, Ukraine proclaimed its independence and during the
referendum held on December 1 of the same year, the Ukrainian people confirmed their
choice of independent development by saying "yes" to it. Leonid Kravchuk was elected
the first president of a newly independent Ukraine.
In 1996 the new Constitution was adopted, defining the general foundations of the
political system of the country. In accordance with its organic law, Ukraine is a sovereign
and independent, democratic, social and jural state.
Democratic essence of the Ukrainian state is enshrined by the constitutional
provisions concerning its form of government - a republic, governed by sovereignty of the

1

The curse of natural resources is the observation that countries rich in natural resources tend to perform badly
has been analyzed in a number of studies. These studies, have emerged late in the 20th century, as evidence
accumulated on the poor growth experience of resource-rich countries in the post -WWII period.
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people. State power is divided into legislative, executive and judicial branches, acting
within their competence. The Constitution envisages the principle of political, economic
and ideological diversity of social life.
The social character of the Ukrainian state results in constitutional regulation of
issues related to the use of property and protection of all subjects of property right, social
orientation of the economy, equality of all subjects of property right before the law, and
the maintenance of ecologic safety and balance within Ukraine's territory and other
socially important measures.
Jural essence of the state is supported by provisions related to supremacy of law
and direct action of constitutional norms. The state is responsible to the people for its
activities. According to the Constitution, the main task of the state is to establish and
promote human rights and freedoms.
STATE POWER INSTITUTIONS IN UKRAINE The President
of Ukraine
The Constitution of Ukraine designates the President as the Head of State, acting
on its behalf. The President is the guarantor of national sovereignty and territorial integrity,
of adherence to the Constitution, and of human and civil rights and freedoms. The
President is elected by all citizens of voting age on the basis of equal and direct universal
suffrage through secret ballot. The term of the presidency is five years. Only a citizen of
Ukraine, aged 35 or more, who has resided in Ukraine for 10 years prior to the election,
has the right to vote and speaks the state language may be elected President. A given
individual may hold the post of president no longer than two consecutive terms.
The Verkhovna Rada (Parliament) of Ukraine
The only legislative body of Ukraine is the Verkhovna Rada (VR) or Supreme
Council. Voters elect national deputies to the Verkhovna Rada, a unicameral parliament,
for five-year terms. National deputies are elected on the basis of equal and direct
universal suffrage through secret ballot. The election system is mixed first-pastthe-post
(majority) and proportional with closed party lists.
Altogether 450 deputies are elected. 225 of them are elected at single-mandate
constituencies on the basis of relative majority, and another 225 are elected proportionally
at multi-mandate national constituency from the lists of candidates coming from political
parties and their election blocks.
National Deputies must voluntarily form deputy groups called factions with at least
25 members, both on a party and a non-party basis. Groups formed on party basis are
called factions of that party or bloc. Unaffiliated deputies may join a faction if they support
the particular party‘s platform. Only 25 or more deputies can form a faction and lawmakers
may belong to only one faction. Each faction or group elects a leader.
7
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The Government of Ukraine
The Cabinet of Ministers, also referred to as the Government of Ukraine, is the
highest body of executive power in Ukraine. The Cabinet is a collegial body consisting of
the Cabinet presidium composed of five individuals and a number of ministries that can
vary, represented by ministers.
The Cabinet‘s actions are based on the Constitution, the laws of Ukraine and
presidential orders. The Government is responsible to the Verkhovna Rada, to which it
also must report. In practice, this means that the Rada appoints the Prime Minister
(Premier). The candidate is proposed by the parliamentary coalition to the President and
the President then submits the official nomination back to Verkhovna Rada for formal
approval.
Once appointed, the Premier nominates other members of the Cabinet that is
ministers for approval by the Verkhovna Rada. The only exceptions are the Ministers of
the Foreign Affairs and of Defense, who are nominated exclusively by the President. The
Premier and Cabinet may now be dismissed only by the Verkhovna Rada, while
previously the President could dismiss the entire Cabinet at any time.
The Judiciary
The principles of delivering justice are laid out in the Constitution. The most
important principles are: justice is carried out solely by the courts; the functions of the
courts may not be delegated to or assumed by other state entities or state officials; court
jurisdiction extends over all legal relationships in the country; all judgments are binding
over the entire territory of Ukraine.
The current political landscape
Ukraine‘s political landscape has changed significantly over the last 3 years. The
main result of the VR elections on October 26, 2014 was a victory for Ukraine‘s
proEuropean parties. The European Ukraine Coalition took office amid mounting
economic decline and Russian military pressure on one side, and urgent calls for reforms
and house-cleaning lustration on the other.
The first VR elections since Russia‘s illegal annexation of Crimea in March 2014
established a clear pro-European majority in the Ukrainian parliament, reflecting the
increasing anti-Russian sentiments caused by Russia's ―hybrid war.‖ The pro-Western
course of the Prime Minister Arseniy Yatsenyuk's five-party ―European Ukraine
Coalition‖ faced growing Russian and pro-Russian political and military pressure in the
east. With 288 out of 450 seats in the Rada, the pro-European parties formed a coalition
government on December 2, 2014. The coalition agreement set out a range of clear
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political goals supported by all five parties, including NATO membership, EU integration,
regaining Crimea and establishing a new anti-corruption bureau.
The other side of Ukraine's political spectrum is clearly pro-Russian. With 3.88%
of the votes, the Communist Party of Ukraine fell below the 5% threshold for the first time
since it was founded in 1993 as the direct heir of the Communist Party of Ukraine, a
branch of the Communist Party of the Soviet Union. The Opposition Bloc remains the only
pro-Russian opposition party in the Rada today. Founded in September 2014, this
coalition comprises six groups with strong ties to the Yanukovych regime and Party of the
Regions.
On November 2, 2014, Russian proxies in occupied Donbas held ―elections‖ in
the self-proclaimed Donetsk and Luhansk National Republics (DNR and LNR), although
the Minsk protocol stipulated that local elections were to be held in December. In both
―republics,‖ the Russian proxies claimed victory and their local leaders were sworn in
as presidents. President Poroshenko condemned the elections as illegitimate and urged
Russia ―not to recognize the so-called elections because they are a clear violation of the
September 5 Minsk protocol.‖ EU High Representative for Foreign Relations Federica
Mogherini called the vote an ―obstacle‖ to peace and said the EU would not recognize
it.
Only Moscow backed the vote, saying it ―respects the will of the people of southeast‖
Ukraine.
On June 25, 2015, President Petro Poroshenko signed decree to establish a
constitutional reform commission to make changes to Ukraine‘s basic law. This
commission is being established in order to develop proper proposals to improve the
Constitution of Ukraine, taking into account current challenges and the needs of the
Ukrainian society. It is expected that this work will involve representatives of various
political forces, as well as civil, domestic and international experts.
The Presidential Decree also specifies the status of the constitutional commission,
its tasks, procedures and functioning. All the proposals are to be implemented upon
presidential decrees and corresponding bills are to be submitted to the Verkhovna Rada.
The government‘s package of decentralization reforms failed to gain the necessary
300 votes in parliament to become law. The main obstacle was a controversial set of
provisions for the special status of the separatist-held territories in eastern Ukraine,
required under the Minsk protocol. As a compromise, the parliament changed its
procedural rules to allow more time to debate the package in 2016. This change gave the
government more time to build support for the provisions, avoided what would have been
an embarrassing failure of the administration to live up to its commitments under the terms
of the Minsk agreement.
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The Constitutional Court of Ukraine completed its review of and approved a
package of judicial reforms, including amendments to the constitution designed to
strengthen judicial independence.
As a 2016 update we can underline that the administration of the Ukrainian
President Petro Poroshenko encounted many difficulties resulting in a new political crisiss
in Ukraine. The government failed to secure the necessary support in the parliament for
a decentralization reform. This in turn raised new doubts about the feasibility of the Minsk
process aimed at settling the conflict in eastern Ukraine.
The country was rocked by several scandals involving corruption allegations
against Poroshenko‘s team and charges that the president was turning a blind eye to
corruption. The government adopted the 2016 budget necessary for the International
Monetary Fund (IMF) to deliver the next tranche of its financial assistance, but the aid
was delayed pending resolution of the corruption scandals.
The cabinet of Prime Minister Arseniy Yatsenyuk was accused of inaction and
corruption, but survived the parliamentary vote of February 16. Two months later on April
10 he announced his decision to resign as Prime Minister of Ukraine. The
Parliamentary Speaker Volodymyr Groysman was nominated as his successor by Mr
Poroshenko's party (Petro Poroshenko Bloc "Solidarity") and almost certainly he will
become the new Prime Minister of Ukraine.
However, according to many experts, no positive changes are likely to happen
there. Yatsenyuk‘s resignation has no effect on the real balance of political forces in Kiev.
The new government will rely on the coalition of two parties: Yatsenyuk‘s party, People‘s
Front, party and the Petro Poroshenko Bloc, but this coalition will not have a constitutional
majority.
President Petro Poroshenko could now consolidate his power but in turbulent
times. The President and a new government will be under intense pressure, both from
Ukraine's European and American partners, and from the Ukrainian people, to implement
real reforms. President Poroshenko himself came under attack after leaked documents
suggested he had set up an offshore company as a tax haven using Panamanian legal
firm Mossack Fonseca.
In conclusion, we can summarize that Ukraine faced a multitude of very difficult
tasks, which had to be solved within a short period of time: a new political system had to
be built; new statehood principles based on law had to be introduced; a new system of
national security and defence had to be created.
Despite a history of strong protest movements (for example, in 2000–2002) and
two revolutions (2004–2005 and 2013–2014) during its nearly quarter of century
independence, Ukraine has yet to entirely break with its Soviet past and overcome the
oligarch-dominated political system of the present.
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Ukrainian military
During the Maidan revolution, Ukrainian civil society and government rhetoric was
pushing hard to reduce corruption in all aspects of political and economic life, but
corruption still remains a major problem, including within the Armed Forces. Due to its
relative size and substantially smaller resource base, Ukraine needs a high-technology
advantage in order to win on the battlefield—and such technology includes both physical
products and changes in mentality.
Furthermore, the lack of military reform meant that Ukrainian forces were still
based on the western side of the country, where they had beenwere positioned during
the Cold War period to defend against the NATO threat. Eastern Ukraine had almost no
military presence, as no threat was expected from that direction. There was also little to
no coordination among services and the partial transition to professional service from a
conscripted force had undermined the unified culture of the military by promoting regional
identities. Overall, now it is clear that the Ukrainian military was not prepared for a serious
conflict and did not contemplate the possibility of hostilities with Russia.
At the time of its creation, the Ukrainian military was considered the fourth most
powerful conventional military force in the world, behind only the United States, Russia,
and China. However, these forces were allowed to atrophy throughout the post-Soviet
period, with virtually no funding provided for the maintenance of equipment or troop
training. Reforms were not carried out and there were no attempts at rearmament to
replace aging Soviet equipment. As a result, by 2010 only 6,000 ground forces troops
were being maintained in a state of constant combat readiness, while all other units would
require at least a partial mobilization before being ready for battle. The air force was in a
similar state of disarray, with only 31 fighters, 10 bombers, and eight ground attack aircraft
considered operational. Even the pilots in these squadrons lacked adequate training.
Overall, only 15 percent of all aircraft and helicopters were considered combat ready, and
even these often lacked adequately trained crews. With a few exceptions, Navy ships
rarely left port. Only four were considered combat ready. Air defense systems were
unprepared, in part because of a ban on live exercises that was instituted in the aftermath
of the accidental downing of a civilian aircraft during a 2001 exercise.
Ukraine‘s current military capabilities and available firepower for 2015 detailed are
as follows2:
MANPOWER

2

www.globalfirepower.com
11

CONFLICT IN UKRAINE
Going beyond military equipment totals and perceived fighting strength is the actual
manpower that drives a given military. Wars of attrition favor those with more.
Total Population: 44,291,413
Available Manpower: 22,244,394
Fit for Service: 15,686,055
Reaching Military Age Annually: 481,313]
Active Frontline Personnel: 160,000
Active Reserve Personnel: 1,000,000
LAND SYSTEMS
Tank value includes Main Battle Tanks, light tanks and tank destroyers, either wheeled
or tracked. AFV value includes Armored Personnel Carriers (APCs) and Infantry
Fighting Vehicles (IFVs).
Tanks: 2,809
Armored Fighting Vehicles (AFVs): 8,217
Self-Propelled Guns (SPGs): 1,302
Towed-Artillery: 1,669
Multiple-Launch Rocket Systems (MLRSs): 625
AIR POWER Includes both fixed-wing and rotary-wing aircraft from all
branches of service.
Total Aircraft: 222
Fighters/Interceptors: 35
Fixed-Wing Attack Aircraft: 61
Transport Aircraft: 82
Trainer Aircraft: 41
Helicopters: 90
Attack Helicopters: 34
NAVAL POWER
Aircraft Carrier value includes dedicated "helicopter carrier" vessels. Total naval
strength includes all known auxiliaries as well.
Total Naval Strength: 25
Aircraft Carriers: 0
Frigates: 1
Destroyers: 0
Corvettes: 3
Submarines: 0
Coastal Defense Craft: 1
Mine Warfare: 1
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RESOURCES (PETROLEUM)
Despite the advances made in battlefield technology, oil remains the lifeblood of any
fighting force as well as local economy.
Oil Production: 100,000 bbl/day
Oil Consumption: 625,000 bbl/day]
Proven Oil Reserves: 395,000,000 bbl/day
LOGISTICAL
War is as much a battle of logistics - moving man and machine from points all over - as
it is direct combat. Labor Force reflects possible wartime industry strength.
Labor Force: 22,170,000
Merchant Marine Strength: 134]
Major Ports and Terminals: 6
Roadway Coverage: 169,495
Railway Coverage: 21,658 Serviceable
Airports: 187
FINANCIAL (in USD)
Regardless of military strength in numbers, war is still driven by financing as much as
any one leader or weapon.
Defense Budget: $4,880,000,000
External Debt: $138,300,000,000
Reserves of Foreign Exchange and Gold: $21,950,000,000
Purchasing Power Parity: $337,400,000,000
To sum up, now it is clear that the Ukrainian military was not prepared for a serious
conflict and did not expect the possibility of hostilities with Russia in terms of military
doctrine, organization, equipment and morale. There is no doubt that Russia knows very
well the current condition of the Ukrainian Forces and the annexation of Crimea was an
easy task to accomplish.
Now the main question is how Ukraine can rebuild its armed forces to deal with the
threat of a future full-scale Russian invasion, facing the fact that Russia continues to
strengthen its military position in Crimea?
Firstly, Ukraine has intensified efforts to replace Russian-made military gear with
weapons and equipment supplied by NATO member states. Ukraine‘s leading defense
group Ukroboronprom has signed a deal with German producer Deutz AG to acquire
engines for the armored personnel carriers (APC) used by the Ukrainian Armed Forces.
The new engines will replace Russian gear, which are to be discarded.
Secondly, Ukraine is planning a "substantial enhancement" of its military position
around the Black Sea and at the border with Crimea as part of a strategy of regaining the
territory that Russia annexed two years ago. This strategy will include building up

13

CONFLICT IN UKRAINE
Ukraine's military capacity along the Black Sea and the Kherson oblast, both bordering
Crimea.
Thirdly, the U.S. is stepping up its efforts to train and equip the Ukrainian armed
forces. According to some U.S. officials U.S. plans to give $335 million in training and
equipment to Ukraine this year, compared to $266 million in such aid over the past two
years.
Meanwhile, and given Ukraine‘s limited resources, some authors suggest that it
should prioritize combat training and repairing and upgrading existing weaponry, rather
than purchasing new hardware. It also needs to greatly reduce non-combatant positions,
reinstitute the draft, and reform the Navy to focus on a coastal defense mission. In terms
of strategy, theorists call for a defensive posture that focuses on protecting large
population centers. This would entail preparing for urban warfare, combined with creating
guerrilla formations that could attack enemy rear areas in the event of an invasion. Some
suggest, that using these tactics can increase the costs of a future Russian invasion to

Economy

unacceptable levels.
The war in eastern Ukraine has battered the country‘s economy and devastated the
eastern industrial Donbass region, including the region‘s steel factories. Industrial activity
fell by over 20 percent year-on-year in the first half of 2015. The economic decline has hit
Ukraine‘s citizens with consumption down 20 percent year-on-year in the first half of 2015
and retail down 25 percent. Retail was expected to continue falling due to a lack of
disposable income.
In order to imagine what kind of economy does Ukraine have today consider that
Ukraine's economy in 2015 is smaller than it was in 1992, shortly after the collapse of the
Soviet Union. At the time, Ukraine and Poland had similar-sized economies, but Poland's
economy is now twice as big as Ukraine's.
Ukraine has a lot of coal mining, especially around the eastern city of Donetsk, as
well as ageing heavy industry including shipbuilding, steel and arms. However, because
many industries are so energy-inefficient, they are highly dependent on imports of
Russian gas, which have been heavily subsidised. Farming is also important: Ukraine has
richer soil than any other European country and is a major producer of grain and sunflower
oil. Wheat prices have risen 20% on world markets, partly because of the fear of instability
in Ukraine.
The other major economic problem is corruption. Business and politics are deeply
intertwined: In 2015, Ukraine was ranked 130 out of 168 in Transparency International's
Corruption Perceptions Index3.
The dispute with Russia has already cost Ukraine the Crimea region but also means
higher energy prices because in return for the previous lease agreement for the
Sevastopol naval base, Russia agreed to subsidise energy exports to Ukraine. Now
Crimea is annexed by Russia and the Russian state-controlled producer Gazprom is
removing Ukraine's one-third discount. Effectively, Ukraine found itself between a rock
and a hard place due to its geopolitics and its special historical and cultural meaning for
Russia.
3

http://www.transparency.org/country/#UKR
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Ukraine, which used to be the center of Soviet manufacturing, is quickly turning into
a rural country. Depopulation is catastrophic: currently, the population of Ukraine is 42.5
million people, compared to 50 million at the time of the fall of the Soviet Union.
The country is the world leader in natural population loss, and its mortality rate is the
highest in all Europe and second in the world.It is worth pointing out that Ukraine is no
longer considered an attractive economic asset for external players. In 2014-2015, its
GDP dropped by 16 percent, and nowadays it is among the poorest European countries.
Ukraine's crumbling economy is completing the process of deindustrialization. The
automobile and chemical industries are nearly destroyed, and iron and steel and nonferrous metal industries will soon follow.
That is why the current competition to control Ukraine between Russia and the West
hardly has any specific economic motives behind it. It is driven mainly by geopolitical
interests.
But nowadays the EU is going through a difficult stage in its development that can
be described as a structural crisis. The EU budget was frozen over a decade ago, and
now its member states are competing in trying to contribute as little as possible.
At the same time Europe is overwhelmed by its migrant crisis, and for now it is
difficult to foresee all of its negative consequences. Unemployment is high and only
recently did it start showing signs of decreasing in some EU countries. In other words,
Europe now cannot afford large-scale measures that would support a country the size of
Ukraine.
The main current economic problem of Ukraine is its size. The country is too big for
any foreign state to take responsibility for providing substantial help and for assisting in
the implemention of the necessary reforms.
The blame for Ukraine‘s accelerating economic implosion, of course, lies in large
part on Moscow. The Russian government is actively and quite-openly trying to
undermine Ukraine‘s attempts to re-orient itself towards the West. It‘s clear that the
Russian government has done everything in its power to undermine Poroshenko,
Yatsenyuk post-Maidan government. Nothing that‘s happening in Ukraine is happening
in a vacuum, and Russian policy has been consciously focused on maximizing economic
pain and dislocation. As a result of this approach Russia regularly deals heavy blows to
certain Ukraininan industries and agriculture that further exacerbate the difficult economic
situation. Bilateral trade went down from $50.6 billion in 2011 to $13 billion in 2015.
Transport ties between the two countries almost fully collapsed. Air traffic is suspended,
and transit through the territory of the neighboring country is extremely complicated and
close to the point of stopping altogether. Now there is talk of blocking the transit of natural
gas.
Some political and economic assesments strongly suggest that the early sense of
optimism surrounding the economic reform has, by this point, totally evaporated. Pretty
much across the board, earlier expectations about the efficacy of liberalizing reforms are
being rapidly adjusted downwards to account for an economic collapse that continues to
gather momentum.
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Essentially, the important debate about Ukraine‘s economy is whether the impact
of an aggressive economic reform coupled with Western financial assistance would
outweigh the impact of Russian tariffs, sanctions, and destabilization in Donetsk and
Lugansk. To date, the evidence unfortunately suggests that Russia‘s effort to
economically strangle Ukraine‘s pro-Western government is having its intended impact.
The economic damage that Russia has suffered (even in the face of reasonably robust
set of Western sanctions) has been substantially outweighed by the damage it has
inflicted on Ukraine. The lesson that the Kremlin has taken away from this experience is
that if they just hold out a little while longer the antagonistic government in Kiev will simply
collapse.

Social Background
Ukraine is a multi-ethnic, multi- language and multi-culture country. According to
the latest census, it is home to almost 130 nationalities. Twenty-two percent of Ukraine‘s
population is made up of ethnic minorities. Russians are the largest among them, 17
percent of Ukraine‘s population, who historically lived in the southern and eastern part of
the country. Since the first day of its independence, the leadership of Ukraine faced a
challenging task of building a national identity that would unite various regions with
ethnically diverse populations. The Euromaidan protests and the February revolution
exacerbated deep-rooted divisions between the East and West. Then, despite Russia‘s
annexation of Crimea and its destabilization activities in the eastern part of the country,
the real causes of current Ukrainian crisis lie within Ukraine and can be solved only by
the Ukrainian people and authorities in Kiev.
Ethnic divisions in Ukraine go back several centuries and are a result of imperial
fighting between Russia, Austro-Hungary and the Polish-Lithuanian Commonwealth. The
southern and eastern parts of the country have historically been a part of the Russian
Empire and mostly populated with ethnic Russians and predominantly Russianspeaking
Ukrainians. These regions have always had a very close cultural and economic
relationship with Russia. Some western areas were part of Habsburg Austria until 1918,
others were brought into Ukraine only after the Second World War. The west has always
been the land of Ukrainian nationalism with strong pro-European feelings.
These long-standing ideological divisions and lack of effective state policy
regarding Ukraine‘s diverse regions, after it became independent, are at the core of
today‘s crisis. Ukrainian government officials failed to address these problems and even
now some of the political leaders often confuse nationalism with patriotism, consequently
further dividing the country.
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Ukraine has a history of political and cultural divide, with the West leaning more
towards Europe and the East towards Russia. Can you put this divide into a historical
context? (What if we put this divide into a historical context?)
First of all, we would not overemphasize the divide. There are differences, but any
large country with diverse regions will have differences and this is natural. Let‘s consider
three basic regions:
The center, including Kiev. This is what some people recognize historically as
Ukraine. Influences include Christianity from the Byzantine Empire and the early Slavic
alphabet, all serving as reference points for Ukrainian identity. Around the 16th and the
17th centuries, this area was most affected by the frontier military society called the
Cossacks (eastern Slavs). This area was briefly under the rule of Poland and Lithuania,
and was gradually
taken piecemeal by
Russia by the end of
the
eighteenth
century.
The west is a
much smaller region.
It
shares
many
religious
and
linguistic influences
with the center. Yet,
for a long period of
time (from the 13th to
mid-18th centuries), it
was controlled by
Poland and it was
influenced by Polish
language, culture, and Roman
Catholicism.
After
th
Poland, it was taken over by the Austrian Empire in the 19 century. This strengthened
its connection to Europe.
The southeast is the third region. Asian nomads migrated to this flat grassland,
and the Slavs expanded into this area in the 17th and 18th centuries. This region has very
little in common with the West. In the nineteenth century, industry developed widely and
urbanized the area, attracting Russians.
Considering these major regions we can determine the major ethnic groups in
Ukraine. Russian is widely spoken in parts of the east and south. In some areas, including
17
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the Crimean peninsula, it is the main language. In western regions - closer to Europe Ukrainian is the predominant language and many of the people identify with Central
Europe.
There is a whole spectrum of attitudes, identities, and relationships among
Ukrainians. Some are fervent nationalists, and some feel they are somehow under the
wrong influences and would like to be Russians themselves. And of course there is
everything in between.
Many Ukrainians have adopted this Russian mentality as their own too. They want
to be urban and sophisticated, learn Russian, and drop their Ukrainian accent.
It‘s very difficult for many Russians to disentangle their own history from Ukraine‘s
and to acknowledge the equality and legitimacy of the Ukrainian culture alongside their
own.
Crimea is particularly Russian-facing in terms of its language and ethnicity.
According to the 2001 Ukraine census, while most Ukrainians identified
themselves as Ukrainian, most
residents of Crimea identified
themselves as ethnic Russians.
The census also showed
that while most of Ukraine's
population said they regarded
Ukrainian
as
their
native
language, most of those in Crimea
said their native language was
Russian.
However, there are still large
populations of ethnic Ukrainians and Tartars.
Many
ethnic Ukrainians have natural loyalties to Kiev, while many of
Crimea's indigenous Tatar community - deported in large numbers by Soviet
leader Joseph Stalin in
1944 after some collaborated with the
Nazis boycotted
the
referendum. Some have also expressed fear at being once again under Moscow's rule.

Main groups of players in the conflict.
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The situation in Ukraine is far more complicated than it usually appears, sо let us
explore the main groups of players involved in the conflict and examine the needs and
claims of each of them.
The Oligarchs
With the breakup of the Soviet Union, a small group of people, many of them
members of the Soviet nomenclatura, managed to acquire title to most of the wealth of
Ukraine. A smaller handful of people managed to launch successful new enterprises, and
then acquire more of their country's wealth from the strength of their new-found positions
of influence. These two small groups of people together formed a new class of oligarchs,
controlling both the wealth and the politics of Ukraine. Many of the Ukrainian oligarchs
are mostly ethnically Russian, others - Ukrainian, many are mixed UkrainianRussian, and
few are Jews, Tartars, and members of other minorities.
The oligarchs are now divided between those who support the new Ukrainian
government and its efforts to join the European Union, and those who support closer ties
with Russia. Regardless, the oligarchs are not particularly eager to rid the country of
corruption. Any money that the international community allocates to helping Ukraine risk
diversion at their hands. While the nationalistic group of Ukrainian oligarchs and the
Russian-oriented group appear to be on opposite sides in this conflict, they share a
commitment to their own ever-increasing wealth and power that is in contrast to the
interests of the Ukrainian population, including the Ukrainian-Russian population.
Maidan
The Maidan protesters consisted of a temporary alliance of ordinary citizens, who
were disgruntled with corruption, intellectual‘s, eager to improve ties with Europe and help
their country achieve greater independence from Russia, and far-right ultranationalists.
All three wanted an end to corruption, independence from Russia, and to bolster their
identities as European.
Pro-Maidan Intelligentsia
Most of the protesters at Maidan were intelligentsia or ordinary citizens coming
together in hope of launching their country on a path to integrity, freedom, and economic
well-being. Russian propaganda entirely ignores the existence of this group, although it
actually comprises most of those who favor the Ukrainian side of this conflict. According
to Russian propaganda, the Maidan protesters consisted entirely of fascists and neonazis, supported by the West, especially by the US. Western propaganda, on the other
hand, ignores the existence of this right-wing group and insists that the Ukrainian side
consists entirely of ordinary citizens and intelligentsia.
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Ultra-nationalist “Banderovtsy”
The ―Banderovtsy‖ are real. Pravyj Sektor and Svoboda are extreme right-wing,
ultra-nationalist parties that are part of the new Ukrainian government. They really do
regard Stepan Bandera, the leader of Ukrainian Nazi support from 1941-1943, as a
national hero. This is part of the world where history remains alive in minds, discourse,
and politics.
The fascists are a combination of the usual skinhead hooligans and people so
weary of Russian control over Ukraine that they have embraced Nazi ideology to
celebrate those whom they perceive as taking the strongest stand against it. Naturally,
the Russian takeover of Crimea helped the Ukrainian fascists expand their influence.
According to Western propaganda, the ―banderovtsy‖ either do not exist, or are
so marginal that one can ignore them. Ukrainian propaganda also plays down the
neoNazi element among their supporters. Russian propaganda, on the contrary, is
amplifying the fascist influence on the government, but this propaganda unfortunately
does have some basis in reality. Despite the differences in propaganda, the current
Ukrainian government and the West will share Russia's sadness if neo-Nazis succeed in
taking over the government.
Russian-oriented Ukrainians
The other group of ―ordinary folk,‖ Russian-oriented Ukrainians consist largely of
working-class Russian speakers who have seen Ukraine's economy tank under oligarchy
and fear that it will disintegrate. They identify with Russia culturally to a greater degree
than they do with Ukraine, but many of them would like to remain part of Ukraine, provided
that they can do so while enjoying economic safety and cultural respect. According to
Western propaganda, they, or their needs, do not exist; according to Russian
propaganda, they comprise most of southern and eastern Ukraine. Naturally, the longer
the Ukrainian government ignores them and their needs, the more of them become
militant.
The Militant Separatists / Federalists
The militant separatists / federalists share these concerns as well, but want to pull
away from the central power of the Ukrainian government. Some of them want their
territories to separate from Ukraine and become part of Russia, others want a loose
federal structure with a weak central government, and others want independence. These
are the people who are taking over local governments in southern and eastern Ukraine.
According to Western propaganda, they consist primarily of Russian citizens; according
to Russian propaganda, this is an entirely homegrown, Ukrainian movement. In fact, it
seems to consist primarily of Russianoriented Ukrainians, supported by Russia.
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Russia
Russia is obviously a major party to this conflict. Russia clearly supports the
separatists, although Russian President say that he does not wish to annex their territory.
If this is so, the reasons are in part financial; bailing them out will not be cheap. The other
reason is fear of absorbing a sizable anti-oligarchical population with experience in
political organization and protest movements. Russia is clearly interested in seeing the
Russian language enjoy equal status with Ukrainian in those parts of Ukraine where
Russian speakers predominate, in ensuring that Russian speakers not face
discrimination, and in restoring Russian hegemony to the region. Above all, Russia wants
to ensure that Ukraine will neither join nor permit the stationing of NATO troops or
weapons on its territory. The current crisis has led to a huge and successful propaganda
drive in Russia against the West in general and the US in particular.
The West
The West supports the Maidan group, and is offering some support to the interim
government. It stands to gain a strategically located ally and a trading partner with
intellectual and natural resources open for exploitation. Russian propaganda maintains
that the United States provoked the Maidan protests from the start and has been offering
the Ukrainian fascist parties support for years in an effort to pull out Ukraine from Russia's
sphere of influence. Western multinational companies have an obvious interest in the
region, and an equally obvious influence on Western politicians. Western eagerness for
political influence and economic exploitation parallels Russia's interests in Ukraine, but
the more legitimate interests of both external sides actually are similar. Both stand to
benefit from resolving the conflict, restoring stability, and responsible government.
Common interests
The ordinary pro-Maidan and Russian-identified groups also have more interests
in common than at odds. Both want to see an end to corruption and oligarchy, both want
peace and stability, and both could reasonably agree to limited regional autonomy within
a unified, centralized Ukraine. If these two groups can collaborate, perhaps they can
succeed in restoring regional peace and giving their country a future. Similarly, Russia
and the US have many interests in common in Ukraine.
Summary of the groups involved in the conflict
The following table summarizes the discrete groups involved in the Ukrainian conflict:4

4

https://globalfactors.wordpress.com/2014/05/02/understanding-all-sides-to-the-conflict-in-ukraine-2/
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Pro-Maidan Groups
Supporting Ukrainian
Independence, Unity, And
Close Ties To Europe ProMaidan Ukrainian oligarchs

Groups Supporting Closer
Ties Between Ukraine and
Russia

Pro-Maidan Ukrainian
oligarchs

Pro-Russia Ukrainian
oligarchs

Intellectuals and
―ordinary‖ Ukrainians who
want an end to corruption,
independence from Russia,
and closer ties to Europe

Ultra-nationalist
―Banderovtsy‖: fascists,
including Pravjy Sektor and
Svoboda
The West (US and Europe)

Notes

Very similar. Some of the
pro-maidan oligarchs are
now raising private armies.
More similar than they
Mostly working-class,
realize; both seek an end
―ordinary,‖ Russianto corruption. Their other
identified Ukrainians who
want to maintain and expand goals, while differing, are
not necessarily
the social safety net and
guarantee their linguistic and contradictory.
cultural rights
Militant separatists /
Not equivalent, despite the
federalists
shared militancy.

Russia

More similar than they
realize.

Infrastructure
Ukraine‘s advantageous geographical position makes it inevitable destination for
transit of goods and passengers between Europe, Asia and Middle East. Through the
territory of Ukraine goes a number of international transport corridors reaching a total
length of over 5 thousand km.
Experts forecast that the amount of traffic and the quality of rendered services will
increase during the next three years. Large-scale infrastructure projects, such as
reconstruction of the some ports, reconstruction of a number of roads, the reconstruction
of major international airports, etc. are planned to be implemented as an effort to integrate
the transport system of Ukraine into the European infrastructure.
Unfortunatelly Ukraine's infrastructure sector is expected to record its fourth
consecutive year of decline in 2015 and the country's economy is declining rapidly and
with the potential for a re-escalation of conflict in the east of Ukraine. Investor confidence
is expected to remain weak. Most major projects have been put on hold due to a lack of
public and private investment and there is little prospect for a return to more positive
territory before 2018.
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Sector overview
Due to geographical position Ukraine has great transit potential. Ukraine has one
of the most extensive railroad networks in Europe, which handles significant part of freight
and passenger traffic.
Ukraine‘s highways network is also quite extensive, it covers all the territory of the
country; however, the quality of the road surface and automotive infrastructure is in need
of some improvement.
A number of international transport corridors pass through Ukraine.
Pan-European Transport Corridor III
Berlin – Wroclaw – Lvov – Kyev - 1640 km, from
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Lvo v –
Ljubljana - Budapest and Uzhhorod –
total length of 1595 km, 266 km of highways and 338.7 km of railways

Pan European Transport Corridor VII
The Danube inland waterway, with a total length of 1600 km and passing through Austria,
Hungary, former Yugoslavia, Bulgaria, Moldova and Ukraine

Pa
n European Transport Corridor IX
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Totall length of 3400 km and a route passing through Helsinki – St. Petersburg – Vitebsk –
Kyev – Odesa – Plovdiv – Bucharest – Alexandroupolis. In Ukraine, Pan European Transport
Corridor IX
consists of 1496
km of railways
and 996 km of
highways.

Gdansk – Odesa International Transport Corridor, with a length of 1816 km and passing
through Poland and Ukraine. In Ukraine, this international transport corridor consists 918 km
of railways and 1208 km of highways.
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Airports
At present, there are 45 operating civil airports (including heliports) in Ukraine. Out
of these, 14 receive domestic flights from the capital Kyiv on a regular basis and 19
airports have been assigned international status (Boryspil, Dnipropetrovsk, Donetsk,
Zaporizhzhia, Ivano-Frankivsk, Izmail, Kyiv, Kryvyi Rih, Lymanske, Luhansk, Lviv,
Mariupol, Mykolaiv, Odesa, Rivne, Simferopol, Uzhhorod, Kharkiv and Chernivtsi).
Map of airports in

Ukraine

Seaports
The marine
industry
of
Ukraine comprises of a network of seaports, as well as loading terminals, moorings and
complexes of various forms of ownership. In Ukraine, there are 18 operating ports, which
include 5 deep-water ports, they are: the Pivdennyi Port, the ports in Illichevsk, Odesa,
Mykolaev and Sevastopol5. About 60% of handled freight comes through the three largest
of them, i.e. Odesa, Illichivsk and Pivdennyi Ports.
Map of seaports in Ukraine

5

Sevastopol is still considered by Ukraine, the European Union, most nations and the United Nations as part of
Ukraine
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Railways
Ukraine‘s railway system plays a key role in transporting freight and passengers.
By traffic volumes, Ukraine‘s railway ranks fourth in Europe and Asia behind only China,
Russia and India. The workload of Ukrainian railways is 3-5 times bigger than that of other
European countries.
Map of Ukrainian railways

Trends and developments
A number of investment projects to reform and develop infrastructure has already
been implemented and projects are being implemented now. Among these are: Kyiv
highways reconstruction; High-voltage lines construction; Ukrainian roads quality and
safety improvement; Railway high-speed traffic deployment; Ukrainian railways
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equipment renewal; Development of infrastructure of Illichivsk seaport; Dunaj
transportation corridor; Donetsk, Lviv, Kharkiv airports reconstruction; LNG terminal
construction; Kyiv-Airport Borispol railway construction. The main directions of reforms
are put down in the specific industry through the development concepts of the Ministry of
Infrastructure of Ukraine. Among other things, the automotive industry development
program until 2015 stresses the need for improvingthe system of public administration
and the quality of passenger and freight transportation services. In addition, it is expected
that the system of price regulation and taxation of automotive carriersas well as the
system of technical regulations for admission of vehicles to operation will be improved.
The program also envisages innovative development of the automotive industry and
improvement of transport safety. In terms of Ukraine‘s seaports, a development strategy
was approved including improvement of the safety of navigation and environmental
protection, participation in port activities by business entities with all types of ownership
on the principles of fair competition, efficient use of the transit potential of the country,
acceleration the integration of Ukraine‘s transport system into the global and European
transport systems. Development of river navigation remains one of the priority areas for
the development of Ukraine‘s infrastructure. A number of investment projects both
international (intergovernmental projects) and private are planned to be implemented in
the industry. The scope of the projects covers repairs and modernization of locks for
railways, creation of a new electronic navigation system, development of a new fee policy
and fleet renovation. At present, private investors finance a project for construction of 10
port complexes, launch of more than 60 watercraft (both self-propelled and nonselfpropelled) and 14 new towboats.
Supply
Russia has used its natural gas resources as a geopolitical tool for decades. Two
major pipeline systems carry Russian natural gas through Ukraine to Europe while third
carries natural gas to the Balkans and Turkey. Disputes between Russia and Ukraine
over natural gas supplies, prices and debts have led to periodic interruptions in Russia‘s
natural gas supply to the country, in the latest being in 2009. Today Ukraine‘s total energy
consumption is nearly 70% dominated by fossil fuels, coal and natural gas, but nuclear
energy supplies nearly half of its electricity. A side effect of the reliance on nuclear energy
is the increase in domestically produced energy.
But even though energy independence has increased, Ukraine still relies on Russia
for its nuclear services. Ukrainian uranium concentrate and zirconium alloy are sent to
Russia for the production of fuel. Energoatom also has a long term contract with Russia‘s
TVEL for enrichment and disposal. In order to diversify its nuclear fuel supplies,
Energoatom implemented the Ukraine Nuclear Fuel Qualification Project (UNFQP) that
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uses US-manufactured fuel in the VVER-100 reactors. The assemblies are supplied by
Westinghouse. In addition to nuclear fuel supplies from Westinghouse, this project also
aims at transferring the technology of nuclear fuel design. In April, Ukraine renewed its
current contract with Westinghouse, amid criticism from nuclear experts in Russia.

Impact of the conflict on the security of the
Ukrainian gas transportation system
Natural Gas Transportation
Today Ukraine is the largest natural gas transit country in the world. Ukrainian
natural gas transportation system links the regions of the world‘s largest reserves of
natural gas with European countries, which have significant amounts of natural gas
consumption, and allows the
country to be one of the key
players in the natural gas
business.
Ukraine
transports
Russian natural gas to 18
European countries: Austria,
Bulgaria, Bosnia, Greece,
Italy, FYROM, Moldova,
Romania, Germany, Poland,
Serbia, Slovakia, Slovenia,
Hungary, France, Turkey,
Croatia and the Czech
Republic.
The transit of Russian natural gas through Ukraine is performed according to the
long-term contract, and addendum signed April 21, 2010, between the National
JointStock Company Naftogaz of Ukraine and OJSC Gazprom concerning the volume
and terms of transit for the period 2009 – 2019.
The reliability of natural gas transit and its supply to domestic consumers is
ensured by reserves and inter-system natural gas pipelines, as well as by a developed
system of underground storage facilities, the largest of which are located in the western
region of the country.
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The Ukrainian Gas Transportation System (GTS) is a crucial component of the
European gas infrastructure, which accounts for supplies of up to a quarter of the total
amount of natural gas consumed in Europe on an annual basis. A substantial portion of
Ukraine‘s south-eastern regions has found itself in an instability zone caused by the
conflict between Russia and Ukraine. This instability zone threatens the integrity of the
Ukrainian GTS, as some of its structural elements could be damaged as a result of military
activities, or the Ukrainian government could eventually lose control over some of its
parts.
Currently, there is no direct threat to the integrity of the Ukrainian GTS. However,
the creation of a special unit responsible for the protection of the Ukrainian gas transport
infrastructure seems more and more relevant. Such a unit could be established on the
basis of ―Scorpion‖, an operational guards unit of the Ukrainian Special Forces that is
responsible for the protection of the nuclear facilities on the territory of Ukraine.
Admittedly, the hostilities in the south-east part of Ukraine are not the only threat
to the transit of natural gas through its territory, and the energy safety of Ukraine. A
completely new challenge is the construction of the new pipeline project to transport
natural gas from Russia to Western Europe bypassing Ukraine. The map below
illustratesthe reason why this is important:

30

CONFLICT IN UKRAINE
The majority of the natural gas pipelines connecting Russia with other parts of
Europe pass through the territory of Ukraine. Over the last 10-15 years disputes between
Russia and Ukraine have several times caused the interruption of natural gas shipments
to Europe. This map illustrates several proposed pipelines that would, if built, bypass the
pipelines in Ukraine and reduce Ukraine‘s strategic position in controlling the flow of gas
to Europe.
North Stream has been built. The South Stream project has been cancelled, but
the Oil Price article points at another named ―Turkish Stream‖ that could go from Russia,
through Turkey and to Greece. But other stakeholders are interested in a different project,
the Trans-Anatolian Pipeline (TANAP) which would bring Azerbaijan‘s natural gas to the
European market.
The European Union has also brought an antitrust case against Gazprom, because
the company (widely believed to be a tool of Russia‘s foreign policy) is charging different
rates to different countries depending on their cooperation with Russia on unrelated
matters.
In conclusion the Ukrainian leaders understand clearly that in order to avoid any
future Russian efforts to use energy supplies as a political weapon, Ukraine would have
to reduce its dependence on Russian gas. This is the main reason why in 2015 Ukraine
began to import significant amounts of gas from Poland, Hungary, and Slovakia.
In the long term perspective, Ukraine should improve exploitation of its
conventional gas reserves and maybe to develop its own shale gas deposits. Other
options could be the import gas from Azerbaijan, Central Asia, and elsewhere via
pipelines through the EU‘s planned Southern Energy Corridor. Ukraine will also have to
exert greater efforts on energy dialogue.
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Nuclear Power in Ukraine
The Ukrainian nuclear industry was closely involved with Russia for many years. It
remained relatively stable during the changes that occurred when the country became
independent from the former Soviet Union. In fact, during that period, and ever since,
there were continuous improvements in the operational safety and output levels of
Ukraine's nuclear reactors.
Ukraine is heavily
dependent on nuclear energy
– it has 15 reactors
generating about half of its
electricity and receives most
of its nuclear services and
nuclear fuel from Russia.
In
2004
Ukraine
commissioned two large new
reactors. The government
plans to maintain nuclear
share in electricity production
to 2030, which will involve
substantial
new
infrastructure.
The government is looking to the West for both technology for and investment in
its nuclear plants as an attempt to reduce its dependence on Russia by buying nuclear
fuel from US Company Westinghouse.
In March 2015 an agreement was signed by Ukraine‘s Ukrenergo distribution
company and Polenergia, a Polish counterpart, to export electricity as part of the
Ukraine-EU ‗energy bridge‘, and related to the Baltic Energy Market Interconnection
Plan.

Information and Media Coverage of the Conflict
As a result of the Euromaidan movement and subsequent Ukrainian revolution, the
Russian media was accused of propagandizing, and of waging an information war via its
coverage of the events. Portrayals in the Ukrainian, western and Russian media created
narratives of the Ukrainian crisis that often appeared to be entirely different. Russian
channels were repeatedly criticized for the use of misleading images, false narratives and
misrepresentation, and fabricated news stories. For many public relations specialists
these activities could be part of a coordinated "informationalpsychological war operation".
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Media in Russia
The Russian media consistently portrayed the crisis in Ukraine as having been
instigated by the interim Ukrainian government, and represented Euromaidan as being
controlled by "ultranationalist", "fascist", "neo-Nazi", and "anti-Semitic" groups such as
Right Sector. The revolution was depicted as a "violent coup" fomented by the West in
order to overthrow an elected government. Comments by the Russia state media were
generally close to those by the Russian government; they presented western countries,
particularly the United States, as coordinating events in Ukraine in order to harm Russia.
The Ukraine-European Union Association Agreement was depicted as a weapon against
the Russia, protesters as paid comedians. The head of ―RossiyaSegodnya‖, Dmitry
Kiselyov, said, "Information war is now the main type of war, preparing the way for military
action".
Even news published in mainstream media and presented as actual events were
frequently based on rumors, anonymous blogs, selectively quoted materials, usually
skipping any opinions critical to Russia. Social media were also used in a coordinated
way in an attempt to influence public opinion in Russia and other countries.

The Western media
Many described Ukrainian society as deeply "divided". Most reported the
Euromaidan as a protest movement against corruption and for democracy, with a minority
presence of far-right groups, although some suggested that they played the decisive role
in armed confrontations. Moscow's claims of fascism and western conspiracies were
often included for balance.
The referendum on Crimean independence was considered "illegitimate",
"undemocratic", and "under the barrel of a gun". Many western sources state that the
antigovernment groups were actually Russian special forces incognito, referred to as
"little green men", and that the unrest was intentionally fomented by the Russian
government.
Media in Ukraine
Ukrainian media stated that the unrest in Ukraine was manufactured by Russia.
They have consistently accused Russia of being a provocateur, and of controlling the
anti-government groups behind the scenes. The annexation of Crimea was viewed as
illegitimate and illegal. Following the start of the War in Donbass, the Ukrainian
government and some media described the armed groups of the self-proclaimed Donetsk
People's Republic (DPR) and Luhansk People's Republic (LPR) as "terrorists" and
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"separatists" and referred to the military operation against the DPR and LPR as an "antiterrorist" operation.
Furthermore, the Ukrainian government introduced some urgent initiatives to
combat "Russian aggression‖:
In addition to banning certain Russian films for "distorting historical facts,"
the Ukrainian Ministry of Culture has also come up with a list of 500 Russian performers
and artists who will not be allowed to perform in Ukraine.
The State Television and Radio Committee asked all Ukrainians (not just
officials) not to speak to any Russian news agency. To give teeth to what have so far
been merely requests, new legislation would allow the government to close media and
block websites on national security grounds without a court order6.
Other legislation recently introduced gives state authorities the right to
confiscate the assets of any official, media entity or private enterprise that is deemed to
have expressed separatist sentiments, or that might do so in the future.
The broad strokes with which the term "Russian aggression" is being applied have
dramatically changed the Ukrainian political landscape. Less than two years ago, the
European Parliament deemed the political views of the Svoboda Party to be so
"racist, anti-Semitic and xenophobic" that it called upon all Ukrainian political forces to
avoid any coalition with it. Today, with the deputy speakership of parliament and four
ministerial portfolios, it is considered almost mainstream in Ukraine.
We can conclude that international public opinion on Ukraine is divided, depending
on the way mass media has been presenting the story. Each person interprets news
reports through the prism of their own value systems and beliefs. In a situation where
information is being used as a weapon this has worked against the goal of media
providing accurate coverage of events in their causes, and consequences.
Having said that, we can state that all sides are using propaganda: Ukraine,
Russia, the United States and other Western countries. But, for Russia, this task seems
much easier to achieve, the centralization and the mobilization of information sources in
the hands of the state, providing the Kremlin and President Vladimir Putin with the means
to galvanize public opinion domestically and in the region. President Putin has succeeded
in dominating the media landscape in his own country and parts of Ukraine. Now, the
Kremlin has set its sight on a broader international audience and is rebuilding the media
and propaganda structures that collapsed two decades ago, alongside with the Soviet
Union.

6

Reporters Without Borders, http://en.rsf.org, August 12, 2014
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Conflicts in Syria and Ukraine - the Russian
Connection
While the Syrian capital lies 3,000 km south of Kiev, for the Russian President they
are two fronts in the same war that is aimed at blocking Ukraine's European integration.
Publicly, no officials will make such a link, but privately, a number of senior officials and
diplomats have told the biggest news agencies that they believe the Russian leader's aim
is at using the military intervention in Syria thus creating conditions for a refugee crisis in
Europe. In this way, Russia expects to make a deal with the West which will lead to lifting
the sanctions imposed on Russia and Western concessions regarding Ukraine, such as
the recognition of Russian sovereignty over Crimea and the federalisation of Ukraine.
From the start of the Ukrainian crisis, Russia had three main goals. Firstly, Russia
wanted to maintain dominance in Ukraine for both security and political reasons.
Secondly, Russia needed Western economic sanctions to be lifted and thirdly, Russia
needed to maintain its regime‘s stability. Breaking the economic sanctions imposed on
Russia is its foremost priority in order to maintain the regime‘s stability.
By striving to implement its three main goals, Russia is demonstrating its military
and organisational capabilities in Ukraine and Syria. Russia has demonstrated that it does
not hesitate to use force in order to promote its interests. Moreover, Russia has
demonstrated its ability to manage a new type of hybrid warfare, a high level of
coordination and planning military operations. Additionally, Russia has used new types of
modern weaponry. Many Western analysts and officials were surprised by Russia‘s
military potential and the by the readiness of the Russian leadership‘s to use it.
So, the biggest question here is does Russia possess the necessary resources to
deal with the West, fulfill its plans in the Middle East, and justify its title as a rising
superpower?
At the present time, the Ukrainian conflict is causing Russia significant economic
and political damage. The Western sanctions imposed on Russia, in combination with the
Russian economic ineffectiveness, caused a contraction of its economy in 2015.
However, it should be mentioned that the Russian economic stagnation began in 2013
before the imposition of Western sanctions, when energy resource prices were still very
high. This fact demonstrates the Russian economy has serious structural problems.
An additional factor which weakens Russia‘s position in its confrontation with the
West is the sharp fall of oil prices. As of the summer of 2014 until the end of 2015, oil
prices have more than halved. Gas prices have also dropped. As a result, the Russian
budget, which is greatly based on revenues from their energy resources, received much
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less capital. Russia‘s technological dependence (particularly in the oil production sphere)
on the West is another factor which is weakening Russia‘s position. Thus, as with the
current situation under Western sanctions, the possibility of significantly increasing oil
production and developing new ―difficult‖ oil fields is seemingly problematic.
Moreover, Russia will have to provide economic resources for the Donets and
Luhansk regions of Ukraine, which have a population of about 3 million people and which
are currently controlled by pro-Russian militants. Additionally, Russia is providing
significant economic support for Crimea, Abkhazia, South Ossetia and Transnistria.
It should also be mentioned that Russian intervention in Syria has caused the
deterioration of Russian relations with Turkey, which is a considerable consumer of
Russian gas and a potential hub for transportation of Russian gas to Europe. In addition,
lifting sanctions against the Iranian energy sector may push down oil prices. As a result,
the Russian energy complex, which is responsible for much of the Russian government‘s
revenue, will be forced to endure additional pressure.
So the answer of the question is that Russia is not apparently a rising superpower
but rather a state which relative economic weight will continue too. Russia‘s ability to
advance its interests depends largely on Western policy towards Ukraine and Western
will to cooperate with Russia.

Our assessment and key findings
During our research the following key findings were revealed and assessed:
1.
Ukraine's history has always been marked by the conflict between East and
West. To this should be added that Ukraine suffers from a severe deficiency of national
identity and self-determination.
2.
An internal conflict was used by the West to try to change the status of the
Ukrainian territory - from buffer zone to a territory directly integrated into Western sphere
of influence, something which Russia clearly identifies as a direct military threat to its
national security. The Ukrainian crisis, to a great extent, is a direct result of Russia striving
to guarantee its influence in Ukraine and prevent Ukraine from drifting towards the West.
3.
Ukraine has a strategic position in East Central Europe and is one of the
natural resource leaders in Europe and the world in terms of the size of the explored coal
resources. Ukraine‘s natural sources can ensure the country‘s independence of external
energy suppliers (especially considering natural gas), what is equally important to
guarantee its national security. The access to the existing and potential energy sources
in Ukraine is one of the main reasons for Russia‘s policy of confrontation. The possible
scenario is Ukraine not only to increase its gas production, but in particular the possibility
to manage its gas fields and in the future gas hydrates in the Black Sea and Sea of Azov,
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may enable Ukraine to become a demanded gas exporter something that is completely
unacceptable for Russia and led to the current crisis.
4.
In terms of politics, Ukraine faced a multitude of very difficult tasks, which
had to be solved within a short period of time: a new political system had to be built; new
statehood principles had to be introduced; a new system of national security and defence
had to be created. Despite a history of strong protest movements (and two revolutions
during it‘s nearly quarter century of independence), Ukraine has yet to entirely break with
its Soviet past and overcome the oligarch-dominated political system of the present.
5.
The Ukrainian military was not prepared for a serious conflict and did not
expect the possibility of hostilities with Russia in terms of military doctrine, organization,
equipment and morale. There is no doubt that Russia is completely aware of the real
condition of the Ukrainian Armed Forces and the annexation of Crimea was an easy task
to accomplish.
6.
The current competition to control Ukraine between Russia and the West
has hardly any specific economic motives behind it. It is driven mainly by geopolitical
interests. It‘s clear that the Russian government has done everything in its power to
undermine Ukrainian government. Nothing that‘s happening in Ukraine is happening in a
vacuum, and Russian policy has been consciously focused on maximizing economic pain
and disorder. As result of this approach Russia regularly deals heavy blows to Ukraine‘s
certain industries and agriculture that further intensify the difficult economic situation. To
date, the evidence unfortunately suggests that Russia‘s effort to economically strangle
Ukraine‘s pro-Western government is achieving its intended impact. The economic
damage that Russia has suffered due to Western sanctions has been considerably
compensated by the damage it has inflicted on Ukraine. The lesson that Russia has taken
away from this experience is that if they just hold out a little while longer the aggressive
Ukrainian government will simply collapse.
7.
Ethnic divisions in Ukraine go back several centuries. The southern and
eastern parts of the country have historically been part of the Russian Empire and mostly
populated with ethnic Russians and Russian-speaking Ukrainians. These regions have
always had a very close cultural and economic relationship with Russia. Some western
areas were part of Habsburg Austria, others were brought into Ukraine only after the
Second World War. The west has always been the land of Ukrainian nationalism with
strong pro-European inclinations. The continuous, also after its independence, longstanding ideological divisions and lack of effective state policy regarding Ukraine‘s diverse
regions are at the core of the current crisis. Ukrainian government officials failed to
address these problems and still some of the political leaders often confuse nationalism
with patriotism, consequently dividing the country even further.
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8.
Ukraine‘s advantageous geographical position makes it inevitable
destination for transit of goods and passengers between Europe, Asia and Middle East.
Through the territory of Ukraine pass a number of international transport corridors and
one of the most extensive rail networks in Europe. Today Ukraine is the largest natural
gas transit country in the world. Ukrainian natural gas transportation system, which links
world regions with the largest reserves of natural gas with European countries, with a high
natural gas consumption, allows the country to be one of the key players in the natural
gas business. On the other hand, Russia has been useingits natural gas resources as a
geopolitical tool for decades. Disputes between Russia and Ukraine over natural gas
supplies, prices and debts have led to periodic interruptions in Russia‘s natural gas supply
to the country. Ukrainian leaders understand clearly that in order to avoid any future
Russian efforts to use energy supplies as a political weapon, Ukraine would have to
reduce its dependence on Russian gas.
9.
As a result of the Euromaidan movement and subsequent Ukrainian
revolution, Russian media were accused of propagandizing, and of waging an information
war via its coverage of the events. Interpretations by the Ukrainian, Western and Russian
media created narratives of the Ukrainian crisis that often appeared to be entirely
different. Based on our research we can state that all sides to the conflict are using
propaganda: Ukraine, Russia, the United States and other Western countries. But, for
Russia, this task seems much easier to achieve, the centralization and mobilization of
information resources in the hands of the state, providing the Russian President the
means to galvanize public opinion domestically and in the region. Russian administration
has succeeded in dominating the media landscape within his own country and parts of
Ukraine. Now, the Kremlin has set its sights on a broader international audience and is
rebuilding the media and propaganda structures which collapsed two decades ago, along
with the Soviet Union.
10.
We believe that the Syrian and the Ukrainian crises are two fronts in the
same war that is aimed at blocking Ukraine's European integration. Many officials believe
the Russian leader's aim is to use this military intervention in Syria to create conditions
for refugee crisis in Europe. In this way, Russia expects to strike a deal with the West
which will lead to lifting the sanctions imposed on Russia and Western concessions
regarding Ukraine, such as recognition of Russian sovereignty over Crimea and
federalising Ukraine.
11.
From the start of the Ukrainian crisis, Russia had three main goals. Firstly,
Russia looked to maintain dominance in Ukraine for both security and political reasons.
Secondly, Russia needed Western economic sanctions to be lifted and thirdly, Russia
needed to maintain the stability of its regime. Breaking the economic sanctions imposed
on Russia is its foremost priority in order to maintain the latter. By striving to implement
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its three main goals, Russia is demonstrating its military and organisational capabilities in
Ukraine and Syria. Russia has demonstrated that it does not hesitate to use force in order
to promote its interests. Moreover, Russia has demonstrated its ability to manage a new
type of hybrid warfare, a high level of coordination and planning of military operations.
Additionally, Russia has used new types of modern weapons. Many
Western analysts and officials were surprised by Russia‘s military potential and the
Russian leadership‘s determination to use it.

Our forecast
It is very hard to predict the next move of the Russian President because of the
nature of his rule. Russian decision-making is not the result of an orderly process that
involves a number of actors whose positions are well-known. Decisions such as the
annexation of Crimea or sending military troops in Syria are made by Putin himself.
Starting his career in Russian secret services he is looking for every opportunity using the
other side‘s weaknesses. Therefore, whether Putin will escalate is determined by the
resistance on the ground he meets, from Ukraine and from the EU and the United States.
His overall goals are to control the post-Soviet space, to weaken EU cohesion, and to be
treated as an equal by the United States.
The Russian leader may believe that war is undermining the Ukrainian economy
and government much faster than Western sanctions and the economic crisis are
weakening Russia‘s economy. Putin also may believe that the Ukrainian President will
eventually ask for some kind of a deal to end the conflict. Then, according to Putin‘s
calculation, he will be able to dictate the terms of such an agreement. These conditions
would include the resumption of Ukraine‘s neutral status, significant autonomy for
rebelcontrolled territories, and a veto-right for those territories on issues of national
importance such as applying for NATO membership or dealing with the EU. This
approach seems to be more plausible if our assumption for the real Russian goals are
correct.
However, Putin is paying a high price for his actions in Crimea. Destabilising
Ukraine further would make that price unaffordable. For that reason, further aggression
by Russia appears unlikely at the moment. This is, however, a rational expectation, not a
political guarantee.
Some European countries, including Germany and France, are interested in
deescalating the conflict, but the United States has maintained an aggressive attitude
toward Russia. Washington has increased financial assistance, held more frequent
military training and increased the volume of defensive weapon supplies to Ukraine. The
United States has less to lose by maintaining sanctions against Russia and has less of
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an interest in easing them than does the European Union. A grand bargain would need
to include the United States. One thing seems clear: neither Russia nor the West can
stand indifferently and look as a large state in Europe threatens to sink.
But the EU‘s credibility as a foreign policy player has been seriously dented, after
the Dutch ‗No‘ vote in a referendum on Ukraine‘s free trade and association deal on April
6 2016. This Association Agreement with the EU was at the heart of the crisis in the
country in late 2013. The Association Agreement is part of a wider network of relations
that Ukraine has with the EU. These involve a bargain: Ukraine gets greater access to
the EU and aid money in return for commitments to often difficult and unpopular policy
reforms. Ukrainians are in the process of being granted the right to travel visa-free as
tourists within the EU after a process of reform in its border control systems.
Even so, some experts believe the Dutch non-binding referendum will put
Ukraine‘s Association Agreement at risk, but the referendum result is not legally binding
on the government, and the deal has already been ratified by all EU institutions and the
all other (27) EU member states. For the moment, the EU‘s executive body, the European
Commission, is going about its business as usual. Margaritis Schinas, the
Commission‘s spokesperson, said. ―The agreement is being provisionally applied by
unanimous decision of the Council with the backing of all the 28 EU member states and
there is no impact on this. The Commission remains strongly committed to the
development of its relations with Ukraine.‖7
In this regard many have said the Dutch ‗No‘ vote is a win for Russia‘s geopolitical
game in Europe. ―The outcome of the referendum will not immediately influence the
EU‘s relationship with Russia, but Russia will use the ‗No‘ vote as part of its narrative
and say that obviously the European people agree that Ukraine is run by corrupt
criminals,‖ says Rem Korteweg, senior research fellow at the Centre for European
Reform, a think-tank in London, ―In so doing, it helps the Kremlin build support for its
position in Europe.‖
To sum up, since 2016, Ukraine‘s agreement on EU association has started to gain
speed. However, despite average Ukrainian expectations, it is unlikely to bring them some
form of improvement. Ukrainian products don‘t comply with European certification, so the
markets of Western countries are closed. After the Russian sanctions, the East direction
is lost too. The planned EU visa regime abolition will most likely not happening the course
of 2016. It will encourage civil protest to grow and probably it will create a new radical
nationalist coalition that will speak out against the current president and the government.
In addition, it will increase the separatist movements. In other Southeast regions, some
7

http://www.intellinews.com/comment-dutch-deal-blow-to-eu-s-eastern-partnership-94752/?source=armenia
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protests will occur more frequently, but a large-scale military movement is unlikely without
support from Russia or the use of Donetsk and Lugansk Republics as proxy actors.
The Russia-Ukraine relations at the political level should not expect a breakthrough
in close future. As we discovered Russia chose a strategy of Ukrainian exhaustion, the
economy of which is close to collapse. Kiev is bankrupt, dependent on Russian energy
resources and mutual sanctions regime. As for military intervention, Russia is ready to
interfere in the territories of the DPR and/or the LPR, should it be provoked by Kiev and
their NATO allies‘ actions, but we can hardly expect Russian military intervention in the
rest of Ukraine.
Freezing the situation in Ukraine by not fully implementing the 12-point Minsk
Peace Plan but simply de-escalating the conflict, serves Putin well because it allows him
to turn on and off the conflict at will. "A frozen conflict can always be unfrozen," said Jacek
Saryusk-Wolski, a Polish center-right EU lawmaker active in Western efforts to integrate
Kiev. "He wants to be able to control the conflict and block Ukraine in its European
course."8
However, the more efficient mechanism for Russia is the influence through the EU,
exploiting divisions between the member states. As the EU and Russia‘s official relations
are minimized, it will not be so easy. It is likely that Putin will use his personal friends such
as Silvio Berlusconi in Italy and Gerhard Schroeder in Germany, to influence the political
situation in Europe.
Even in the context of his own ambitions, the West must certainly be prepared for
all contingencies: if Russia were to commit acts of aggression beyond Crimea, or use
military threats to intimidate or take any other steps to destabilise the situation, then wideranging, painful sanctions imposed by the West would become inevitable. For this reason,
the West will make every effort to give Ukraine economic and political support on its
chosen path and in doing so, will be dependent on some measure of cooperation with
Russia. To that extent, the West must continue to engage with Russia. Ukraine needs to
connect to Western markets, norms and ideas just as much as it needs continued access
to Russian markets, reliable gas supplies and stable relations with its neighbour to the
east.
However this is all but easy to accomplish. Ukraine developed a unique corruption
model that affects the population. Understanding the fact that the country‘s European
integration is only a slogan, and all funds allocated for earmarked projects immediately
go into the responsible officials‘ pockets, a crisis of confidence for the EU is evident.
Therefore, new loans and economic aid packages are unlikely because Ukraine is on the

8

http://www.reuters.com/article/us-mideast-crisis-ukraine-idUSKCN0RV4RS20151001
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edge of default. The pragmatic, in terms of their own problems, Europeans would not
want to see themselves too deeply involved with Ukrainian specifics.
Most likely, the solution for the Ukrainian crisis will be found during consultations
between Washington and Moscow. Kerry arrived in Moscow 10 days after Putin
announced he was withdrawing the majority of Russia's military force in Syria.
As already mentioned, the conflicts in Ukraine and in Syria are interconnected and
this visit proves that some of Russia‘s military intervention goals in Syria are achieved.
According to many observers, U.S. Secretary of State John Kerry's visit was different from
the previous ones in its atmosphere, which was notable for the absence of the tension
that used to characterise relations between the two countries in the last two years. With
regard to Ukraine, Kerry repeated that the U.S. President Barack Obama is willing to lift
the sanctions against Russia only if the Minsk Agreements - the road map to peace in
Eastern Ukraine, were implemented. Experts underlined that Moscow and Washington
have confirmed that there is no alternative to the Minsk process. Apparently, Russia
and the United States have emerged as the two major external powers with a
decisive say in what happens next in Ukraine and Syria. The others just will follow
suit.
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