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Ukraine – the European Union

KEY THEME ANALYSIS: UKRAINE LOCKED IN THE HORNS OF A DILEMMA: UNAMBIGUOUS SIGNALS FROM MOSCOW AND BRUSSELS

The engine for political and economic reform in Ukraine should be further improvement in Kyiv-Brussels bilateral relations - this cooperation reflects the joint strategic goals of both members of the partnership. However, Ukraine’s possible reorientation into a Tax Union consisting of Belarus, Kazakhstan and Russia in different, promoted in Kyiv during Russian Prime Minister Vladimir Putin’s recent working visit, provoked EU officials to pay their own visit to Kyiv to clear up the question of which integration Ukraine actually wants to pursue. The result was practically simultaneous visits from European Commission President Jose Manuel Barroso and the Head of Councils of Ministers of the Republic of Poland, Donald Tusk. During a one-day working visit to Kyiv on April 13 Polish Prime Minister Tusk mentioned: “the relationship between our two countries is very good. Ukraine may bank on Poland’s support and understanding.” He also highlighted the fact that intensive bilateral cooperation is evident not only in the Euro 2012 sphere but also as a key component of Ukraine’s European strategy.  

Poland will soon hold the EU presidency – a move which presents unique opportunities for Ukraine to achieve closure in negotiation talks with Brussels on such questions as a Treaty on Association with the EU and Treaty on Free Trade. The Republic of Poland is known as “reliable  advocate of Ukraine’s interests in Europe,” it is interested in deepening cooperation between Kyiv and the Union as well as the latter’s expansion to the East and will look for a strengthening of the “Eastern Partnership” policy which was launched by Warsaw back in 2009. On the other hand, Ukraine’s visa regime woes look set to continue. Prime Minister of Poland diplomatically stated that the issue would have to be postponed due to the developments in North Africa and the growth of European concern over migration processes – which also contain a strong Eastern European dimension. Such reserved attitudes from our Polish guest could be explained as a response to recent negotiations on Ukraine’s entry into a Tax Union with Belarus, Kazakhstan and Russia during the visit of Russia’s Vladimir Putin to Kyiv.

During his meeting with Ukrainian President Viktor Yanukovych at a Kyiv Summit on Safe and Innovative Nuclear Energy Usage, European Commission President Jose Manuel Barroso ruled out the possibility of Ukrainian entry into a Tax Union and Free Trade Zone with the EU simultaneously, laying an emphasis on the impossibility of integration into two different economic entities in parallel. Furthermore, the Ukrainian President’s strong beliefs in necessity, and more importantly, in the possibility of establishing mechanisms for Ukrainian cooperation with the Tax Union should not only “not be on the way to establishing Free Trade Zone with the EU but facilitate European integration processes in Eurasian space in the future”. The President believes that Ukraine’s Interior and Foreign Policy Law supports these dimensions of Ukrainian policy. At the same time, Mr. Yanukovych also confirmed that the long-anticipated Treaty on Association with the EU may be signed in December’11 right before this year’s scheduled Ukraine-EU Summit.

Ukraine is again being challenged to make a choice between further strengthening its relations with Russia - which means joining a tax union of 4 Post-Soviet countries, or moving forwards towards the European way of democratic development and reform. The low competitiveness of Ukrainian production together with the geopolitical, economic and business proximity of the country to Russia are key factors, as is the regime’s ability to bring back the multi-polar policy successes of the Kuchma times, but it’s doubtful whether the EU or Russia will agree on such pseudo cooperation, especially on issues of economic integration. There is a high likelihood of further Kyiv balancing acts between the two regional geopolitical centers of gravity, without final confirmation of its own choice or clarification of which way country’s going. 

The figures for Ukraine-Russia trade in 2010 show a balance of $ 35,6 bln., compared to $ 31 bln. for the 27 EU countries and the US. This would seem to support the calls for a return to the well known Soviet space, but will this choice be successful, taking into account necessity of reforms and changes? By continuing to pursue a multipolar policy tendency of playing  games with both East and West, Ukraine risks being left outside of world political and economic modernization processes, without which the comprehensive changes being demanded by Ukrainians and the world community, are impossible. 

A pragmatic approach to one’s actions has not always been a prominent feature of Ukrainian politics, but the inability to take responsibility for the country’s modern direction may lead not only to Ukraine’s foreign policy weakness but as impact on the nation’s domestic hopes and political patience. Therefore, no one should be surprised that it was Protocol on Polish-Ukrainian Euro 2012 preparations rather than a joint communiqué on Kyiv’s European aspirations which came out of the recent meeting between Donald Tusk and his Ukrainian counterpart, PM Mykola Azarov along with President Yanukovych. The question of whether Ukraine’s authorities learned any lessons from this visit is still open, just as issue of Ukraine’s direction remains unresolved. It remains in doubt whether European commissioners would support Kyiv’s “two steps forward – one step back” policy, which has recently became common practice for conducting negotiation talks with both Western and Eastern partners, forgetting that desire to be simultaneously interested in two different in economic entities may undermine reliable partner vision – the country appears to be trying to bring back an old vision after long years of multi-polar and European romantic policies. 

Ukraine’s foreign policy Euro skeptics may point to current EU interior problems, economic challenges brought on by the world financial crisis, the barriers created by Ukraine’s 48 million population and migration policy changes following recent events in North Africa when EU’s Southern borders are facing the threat of uncontrolled refugee movement from Alger, Libya and Tunisia. 

Ukraine should definitely pay attention to the abovementioned issues which the EU is currently facing, but it should not forget about much bigger advantages which integration into the EU gives.  As a matter of fact, the EU takes leading positions in the world economy.  44.4% of world exports and 39.8% of goods imported plus 41.9% of service imports. This is why integration into the EU means for Ukraine the possibility to secure considerable economic achievements which will finally accommodate economic growth and act to rise of living standards. The European Union is a big market for products and a source of satisfaction for Ukraine’s needs in the most diverse consumer and investment goods context. Besides, trade with the EU is an important source of freely convertible currency and foreign investments, 70% of which is European. There is a strong hope that, faced by such challenges over choice, Ukraine will be able to decide with dignity, proving it’s a partner whose words should be trusted and actions believed. 

Ukraine – NATO

KEY THEME ANALYSIS: NATO – UKRAINE COMMISSION MEETING: MAIN CONCLUSIONS AND RESULTS
Considering the constant participation of Ukraine in peacekeeping missions under the auspices of the UN and NATO, we can put a “plus” on the account of our state which was invited to take part in the meeting of the state contributors to the peacekeeping operations of NATO in presence of the UN Secretary General Ban Ki-Moon and the High Representative for Foreign Affairs and Security Policy of the European Union Catherine Ashton as well as in a few bilateral meetings with the ministers for foreign affairs of the Alliance Member States within the framework of the North Atlantic Council. Moreover, for the first time in a long period the meeting of the NATO – Ukraine Commission took place on 15 April 2011 and concluded with a Joint Statement. We can state that the present visit of the Minister for Foreign Affairs of Ukraine Kostyantyn Gryshchenko to Germany didn’t suffer either: firstly, the representatives of the Alliance thanked Ukraine for sending to Libya a large landing craft “Kostyantyn Olshanskiy” to fulfill a humanitarian mission on the evacuation of Ukrainian citizens (85 people) and citizens of other states (more than 100 people). Such a visit was successful thanks to NATO assistance in guaranteeing security of our ship while executing the UN Security Council Resolutions № 1970 (2011) and № 1973 (2011). Secondly, Ukraine is ready to send to Libya a mobile field hospital and an An-26 after the ending of the sharp phase of conflict in the country. Certainly, these moments are positive both in recognizing Ukraine as an important contributor to international security and as a partner of the Alliance around the world. On the other hand this example confirms that “non-block” status of Ukraine plays its role only for the internal political debate inside the country. In foreign policy terms, contacts between NATO and our country have lost none of their actuality. Even the confirmation of the “open door” policy of the organization without the urgent necessity of that for the Ukrainian party can testify to the continuation of cooperation with the same priorities but in the other, “pragmatic” direction.

The maintenance of the existing cooperation format is strictly outlined in the Statement of the Parties after the NUC meetings. It was decided that the Annual National Programme (ANP) and the NUC itself retain their central role in the further cooperation of Ukraine with the Alliance on the basis of common values. NATO positively estimated the signing by the President of Ukraine Viktor Yanukovych of the ANP Ukraine – NATO Cooperation for 2011 and expressed readiness for continuation of rendering expert and recourse assistance for our country to realize large-scale reforms.

Despite the fact that the full title of the ANP was reduced to remove the phrase “on NATO accession”, the programme which was adopted by Yanukovych on 13 April this year is not very different from its previous analogues. It is even directed to “the implementation of decisions adopted during the meetings of the NUC on 4 April 2008 in Bucharest and on 3 December 2008 in Brussels”. That is why it is logical that Ukraine became the first partner which took part in the NATO Reaction Force and makes its contributions to almost all the operations and missions under the guidance of the Alliance. In this connection, the Member States called on Ukraine to review the possibilities of its joining the operation “Ocean Shield” and giving extra instructors’ assistance to Afghanistan as well as stressed the importance of further consistent and constructive efforts within the framework of negotiations as for the settlement of the Transdniestria conflict in the “5+2” format.

Other issues in focus included progress in the realization of NATO’s Partnership for Peace (PfP) Trust Funds in Ukraine including the ending of the first stage of the project as for the utilization of light weapons as well as the success in the retraining and social adaptation of servicemen transferred to the reserve; progress in realizing the project of monitoring and prognostication of floods in the basin of the Prypyat river, which flows through the Chornobyl “alienation zone”; and about the expectation for a quick finish of the estimation of hazards for the establishment of a new trust fund on the disposal of nuclear waste.

But these “bare” facts have been long known by the general public. It would be more interesting to outline strictly the essence of the negotiations of Member States with Ukraine in the context of the further realization of agreements made during the visit of the NATO Secretary General A. Fogh Rasmussen to Ukraine in February this year. Of course, the topic concerns the realization of the projects of the continental ABM system, paying particular attention also to the Ukrainian presidency in the OSCE in 2013 which is expected by the allies to broaden the contribution of Ukraine to guaranteeing regional security. In this aspect future “negotiations” with Russia may be difficult to avoid for Ukraine. In fact, the NUC meeting was focused on the statement of the proper vectors of cooperation between Ukraine and NATO. But there is a question remaining: why did we declare our “non-block” status when we are still collaborating with NATO within the previous framework? Maybe it was simply in order to avoid objections from the North?

Foreign Policy of Ukraine

KEY THEME ANALYSIS: VISIT OF PRIME MINISTER MYKOLA AZAROV TO CHINA: IN SEARCH OF CHINESE INVESTMENTS

Taking into account the ambitious nature of the government’s declared intentions to reform the Ukrainian economy, every day our state needs greater amounts of investment to finance the potential projects and maintain the inflow of existing capital to projects which are already on the stage of their realization. In this case the key strategic partners for Ukraine are not disposed to deposit the direct investments in the Ukrainian economy considering the fact that earlier they often ran up against the national “internal” rules. As a result, many major investor nations pin their hopes on the advanced economies of the developing countries. Once again we address the Eastern partners. Investment attraction was a central theme during the visit of Prime Minister of Ukraine Mykola Azarov to China on 14-18 April this year to participate in the opening of the 10th anniversary Boao Forum for Asia and to hold meetings with the PRC authorities and the representatives of the Chinese business.  

At the abovementioned Forum (where Ukraine was making its debut) the Prime Minister, not so long since the visit of President Viktor Yanukovych to the Celestial Empire, again “moved” the economic interests of Ukraine to the East: declarations on the great investment development which could be observed in Ukraine were made; on the reforms and liberal tax laws implemented in Ukraine. Beyond the grandstanding, Ukraine already has treaties on free trade areas with almost with all its neighbours, is negotiating with the EU and is on the final stage of concluding the same treaties with Canada, Israel and Singapore. The situation analysis was grounded on the fact that the Boao Forum was attended by the representatives of more than 40 states. 

But why should we repeat all these things for, if the Ukrainian President has just submitted for consideration of the Asian business circles all “Ukrainian attractiveness” during few visits to Asian and APR states? Only one conclusion inevitably comes to mind: our country hasn’t yet received the necessary results because all the changes which are taking place during the well-known reforms of the national economy concern the “internal” rules of the game and, in principle, bear very abstract relation to foreign investors. In this respect, it was decided that Ukraine and China would jointly control the usage of Chinese credits for the realization of some big infrastructure projects in Ukraine. Taking into account that the Chinese party has great experience in the sphere of combating corruption from the PRC part the execution of the agreements signed during the Prime Minister’s visit to the Celestial Empire will be controlled by the proper disciplinary Party commission in the Chinese Ministry of commerce.  

In Ukraine the realization of the Ukrainian-Chinese commercial projects should be “accompanied” with the Main Control and Revision Office of Ukraine. The fact is really conspicuous: the Chinese are striving not to let their capital get to “the pocket” of Ukrainian bureaucrats – something no longer observed in any developed democratic country. It also concerns the conclusion of the Agreement on Cooperation between the Ministry of Justice of Ukraine and the Ministry of Justice of China – it’s strange but during the visit of Viktor Yanukovych to the PRC similar agreements had been concluded. The dub must be necessary because of the unreliability and weakness of the Ukrainian partners. By the way, they were indirectly confirmed that through the statement of the Prime Minister as for the impossibility of stabile development of the Ukrainian economy in the conditions of instability of the world monetary and financial systems. 

 From the important point of borrowing from Chinese experience, we can mention the Prime Minister’s visit to the megalopolis of Shanghai which drew his attention with its programmes on resolving the urban overcrowding problem, the closed system of sewage treatment, the experience of resolving transport problems in the city, as well as with the development of the local underground. All these seem applicable to Kyiv and will solve a few current problems of the transport congestion and vital services for the population. But even if China becomes the creditor of such projects in Ukraine, we should surely establish a special control and revision organ to ensure proper realization of plans and schemes because in conditions of the “national” schemes of construction there would be so little money for all the officials and for realization of the projects.

It’s not strange that the supervisory element appears in the agreements on the construction of a high-speed railway between the airport Boryspil and Kyiv city and of the circular ring road round the capital; in technical and economic grounds of the project on construction of the gas turbine power station in Shcholkyno (the Crimea), and in the perspective projects of cooperation in the aerospace sphere, in the airplane construction and in the output of the iron ore.  

In fact, the Chinese are interested in the possibility of earning on the associated credits which the debtor is obliged to spend in buying Chinese goods and equipment. In the case of construction projects, the turnkey contract should be executed with Chinese companies. De facto, the PRC business wishes to receive results in Ukraine without losing anything because it has had proper information as for the “collaboration” of Ukraine with foreigners and as for the turnover of their capitals inside the national projects.

For China Ukraine is a real platform for moving its goods to Western Europe. But, once more, for instance, Mykola Azarov’s declarations on the fact that prices on Russian gas will be reduced to 200 USD per one thousand cubic metres for the representatives of the chemical industry of Ukraine only, give the Asian investors the idea as for the transparency and fairness of the Ukrainian economy. As a result, this enticement of foreign investors to Ukraine was not marked with great success. The Prime Minister’s visit dubbed the propositions of the President and was successful only within the provisions which are beneficial for PRC business itself. That is why talk about the creation of favourable investment climate, progress in reforming the Ukrainian economy or some lures for the foreign business is still premature.     

�





�








1

[image: image4.jpg]FOREIGN POLICY
RECEARCH INSTITUTE




