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PREFACE

The present study is intended to analyse and understand the political,
economic development in Ukraine during 1991-97. The beginning of this
period was marked by unprecedented growth in nationalist values and
culture, thus paved the way for the disintegration of the USSR. The period
also experienced the new political culture, changing priority in national
politics as well as the challenges before nation building. The dissertation
consists of five chapters.

The first chapter is the introduction, which deals with the historical
development of the nationalist movement in Ukraine and studies the various
factors which were responsible for it.

The second chapter deals with major political developments and
changes since its independence. It also tries to present a comparative study
of Kravchuk period with Kuchma's tenure and view the basic difference and
continuity in political life during the given period. The principle argument
of this chapter is that Ukraine has embarked on the path of democratisation
and the success of political democracy, to a large extent, would depend on
economic stabilization.

The third chapter deals with Ukrainian attempts to put the derailed
economy on the right track with the Westem aid and assistance. The chapter
also includes a comparative study of Ukrainian economy under the USSR

and emerging trends after independence. The principle argument of this



chapter is that Ukraine's inability to create new economic institution is the
main cause of the impoverishment of the people.

The fourth chapter tries to present the Ukrainian dilemma to pursue
a neutral policy or policy of equi-distance immediately after independence.
The main focus of the study centres on Ukraine's desire to acquire a new
identity, to be recognised as a European State and its main weakness, which
forced it to remain under Russian fold. The principle argument of this
chapter is that Ukraine has adopted a policy of neutrality and its success to a
large extent would depend on political stability and the pace of economic
growth.

The fifth chapter, which is the conclusion, is an overall assessment
of political and economic development during the period under study, i.e.
1991-97, as well as Ukraine's changing priorities in foreign relations and

major challenges before it.
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CHAPTER-I



CHAPTER-|

INTRODUCTION

The Republic of Ukraine (formerly the Ukrainian Soviet Socialist
Republic) is situated in east-central Europe. Poland, Slovakia, Hungaw,
Romania and Moldova border it to the west, Belarus to the north and the
Russian Federation to the north-east and east. The Black Sea and the Sea of
Azov lie in the south. The climate is temperate, especially in the south.
The north and north-west share many of the continental climatic features of
Poland and Belarus, but the Black Sea coast is noted for its mild winter.
The official state language is Ukrainian. Approximately 71 per cent of the
populétion is Ukrainian, 20 per cent Russian, and the rest of the population
constitute other ethnic groups. Most of the population is adherents of
Christianity, the major denominations being the Ukrainian Orthodox
Church (Moscow Patriarchy), the Ukrainian Orthodox Church (Kievan
Patriarchy) and the Roman Catholic Church (mostly Greek Catholics,
followers of the Uniate or Eastern rite). There are also a number of
Protestant churches and small communities of Jews and Muslims. The
Ukrainian Black-earth steppe is considered as one of the world’s most
fertile land and provided about one quarter of the Soviet Union’s food
supplies. The maiﬁ crops in this region are wheat, sugarcane, potatoes

along with different varieties of fruits and vegetables. It is endowed with



natural resources including iron, coal, bauxite, zinc, oil and gas, which
supported the Soviet economy to a large extent.

In the modern era, an independent Ukrainian polity has existed only
briefly in the late seventeenth century and in 1917-20, but in both the
periods it was not a secure entity, with firm control over its territory in
present day Ukraine. What is now Ukrainian territory Has been home to a
variety of both nomadic and settled people, including the Trypillians (3,500
— 2,700 B.C.), Cimmerians (1,150 — 750 B.C.), Scythians (750- 250 B.C.)
and Greeks (from the eighth century B.C.), but the origin of the modemn
Ukrainian ethnic lie in the various Slavic tribes, which migrated to the
region from the fifth century A.D. onwards, establishing political unity
under Viking (Varangian) influence in the ninth century.

The kingdom established by the local Riurikid dynasty became
known as Kievan Rus’, after Prince Oleh established his capital at Kiev,
probably in 882. Kiev was a major centre of trade, Orthodox Christianity
and old Slavic culture. Under its two greatest rulers, Volodymyr the Great
(980-1,015) and Yaroslav the Wise (1,036 — 54), Rus’ was both an integral
part of Europe and a centre of religious civilization. Yaroslav the Wise,
codified its laws, established a stable administration and thereby created the
conditions for a golden age of culture. At a time, when Moscow was an
insignificant settlement while St. Petersburg, obviously did not even exist,
Yaroslav cemented his state’s international ties by marrying his daughters

to the kings of France, Hungary and Norway. After the death of Yaroslav,



Rus’ was weakened internally by tribal conflict and complicated accession
system. After the sack of Kiev by the Mongols in 1,240, Rus’ disintegrated
into several rival princedoms.

The period after the collapse of Rus’ has been the subject of long-
running historiographical controversy between Ukrainians and Russians.
There is no doubt that Kievan Rus’ was the cradle for all the three modem
East Slavic peoples (Ukrainians, Russians and Belarussians), but there is
much dispute as to the exact lines of lineage. According to Ukrainian
historians, a separate Ukrainian ethnic has existed in stable continuity in the
lands around Kiev since before the time of the Polianians, whereas modern
day Russians are descended from more northerly tribes such as the
Slovianians and Viatichians, who played only a marginal role in the Kievan
state. Moreover, the Kingdom of Galicia-Volhynia, which survived on the
territory of what is now known as Western Ukraine until the fourteenth
century, was a more legitimate dynastic successor to Rus’, which in any
case only rose to prominence after its defeat of the Mongols in 1,380.

By the fourteenth century, the land of southern Rus’ was partitioned
into several states. The Hungarian King Stefan I occupied Transcarpathia
in the eleventh century, the Polish King Kazimierz III seized Galicia in
1,340-9 and Volhynia and Kiev fell under Lithuanian rule after 1,362.
However, the status qdo was disrupted by two events: the Union of
Lublinin 1,569 and the Union of Brest in 1,596. The former transferred

Kiev and surrounding territories to direct Polish control and the latter led to



the formation of the Uniate Church, a would be ecumenical union of the
Orthodox and Catholic churches. The Orthodox of southern Rus’ reacted to
the formation of the new church. However, the Union of Brest offered the
Uniates equal status with Catholic nobility and clergy.

The mid-seventeenth century represented post-Rus’ Ukraine’s best
chance of re-establishing an independent political existence. The Cossacks
emerged as a haven for escaping serfs, slaves and peasants beyond the
bounds of established political authority in the vast Ukrainian steppes. The
Cossacks saw themselves as the defenders of the Orthodox faith, both
against Islam in the south and Catholicism and/or Uniatism in the West. In
1,648 a full-scale uprising took place, led by a disaffected noble, Bohdan
Khmel’nyts’kyi, who succeeded in establishing an embryonic Cossack-
Orthodox polity on both the Left and Right Banks of the Dnieper, thus
restoring a form of self-government to Kiev for the first time since the
thirteenth century. However, the difficulty of fighting simultaneously on
three fronts against the Poles, Russians and Tatars led him to seek an
alliance with Moscow, formalised by the Treaty of Pereiaslav in 1,654.
Nevertheless, warfare between the Russians, Cossacks and Poles dragged
on, with the Cossacks increasingly confined to the Left Bank, until the
Treaty of Andrusovo in 1,667 once again divided southern Rus’. Kiev and
the Left Bank went to Russia and the Right Bank to Poland.

In the early nineteenth century it seemed that Old Rus’,

Cossack,Little Russian or Ruthenian identity and culture, were things of the



past. As in many other parts of Eastern Europe, the percolation of
fashionable national-populist ideas sparked a Ukrainian national revival that
gathered considerable strength from the middle of the century onward. The
movement was strongest in Galicia, where the Uniate Church underpinned a
sense of separate identity.

But the condition in the Russian Empire was less conducive. The
great wave of industrialization that began in the late nineteenth century
affected Ukraine profoundly by drawing non-Ukrainians (primarily
Russians) immigrants into the expanding cities. Thus, the rural over-
population intensified and millions were forced to emigrate eastward in the
quarter century before 1,914 creating the large Ukrainian diaspora in Siberia
and Kazakhastan.

The new territories of southern and eastern Ukraine were not fertile
ground for the national movement. The northern Black Sea littoral became
a trading hinterland for the new imperial economy, and was transformed by
the influx of a multi-ethnic settler population, including Greeks, Germans,
Serbs, Bulgarians and Gagauz alongside Ukrainians and Russians. Odesa in
particular became famous as a cosmopolitan city with a large Jewish
population. On the other hand, eastern Ukraine, especially the Donbas
region, became a leading centre for the mining and metallurgical industries,
the vast majority of whose workers were either ethnic Russians or Russian-

speaking.



In the Tsarist Empire it was the events of 1917-20 that gave real
stimulus to the Ukrainian national movement. Ukrainian nationalists
formed three short-lived governments in the period: the Ukrainian People’s
Republic (November 1917 to April 1918), the Hetmanate (April to
December 1918) and the Directorate (December 1918 to December 1919),
but Ukrainian rule was frequently interrupted by the Red Army.

The Ukrainian nationalists responded rapidly to events in St.
Petersburg, and in March 1917 established a Central Rada (Council) in Kiev
under the historian Mykhailo Hrushevs’kyi, which initially supported the
Provisional Government and confined its demands to Ukrainian autonomy
within a democratised Russia. The Bolshevik seizure of power in October
prompted the Rada to issue its Third Universal in November 1917, which
claimed supreme authority over all nine guberniias where ethnic Ukrainians
constituted a majority and transformed the Rada into the Ukrainian Peoples
Republic. Final independence came with the Fourth Universal, issued in
January 1918, which broke all ties with Bolshevik Russia and proclaimed
Ukraine as an independent state. However, in December 1922, the
Ukrainian SSR formally became part of the USSR, while Western
Ukrainian land was divided into three parts. Glacia and most of Volhynia
returned to Poland, Transcarpathia became part of the new Czechoslovak
State and Bukovyna went to Romania.

Amidst the immense human and social toll of World War II, a

second attempt was made to establish national independence. Stalin



annexed most western Ukrainian land to the Ukrainian SSR, at first
temporarily in 1939-41, and then definitively in 1945. As a result of the
Nazi-Soviet past, Galicia and Volhynia were seized in 1939, followed by
northern Bukovyna and southern Bessarabia in 1940. The Soviet-
Czechoslovak Treaty of 1945 ratified the incorporation of Transcarpathia.
The Soviet rule in the region, both in 1939-41 and in the decade after the
War, was exceptionally harsh. Hundreds of thousands of people were killed
or deported and all civic institutions were suppressed. In subsequent years
the Soviet authorities maintained a tight grip on the region, but were unable
to destroy the nationalist virus completely.

In the early 1960s, a new Ukrainian political elite comprising of
individuals with modern skills had come into being and found itself
frustrated politically and economically by a hyper-centralized system,
which refused to recognize it as a force or share power with it. The new
elite sought its own ideology to justify its claims and found sources of
legitimacy in its own unique national heritage. By the 1970s, Ukraine was
actually in the position of being able, if external conditions permitted, of
translating its symbolic sovereignty into genuine sovereignty.

The drive for independence was motivated by a number of factors,
not all of which carried the same weight in different parts of the republic.
Except in the western parts of Ukraine, the motor force for independence
was socio-economic in nature. The drive for statehood was thus largely

motivated by a profound realization of just how mismanaged and ravaged



Ukraine's economy had been at the hands of the Moscow center. The
environmental devastation (Chernobyl) of Ukraine at the hands of Moscow
was one of the most powerful reasons of independence agitation. There
was a profound realization that the USSR was disintegrating as a socio-
economic and political formation. At the same time, there was a realization
too, that Ukraine had considerable economic and social potential if only it
could get control of its resources.

Perestroika’s destruction of the Soviet system was the background on
which Ukraine’s hesitant march towards independence took place. As late
as September 1989 the republic was still ruled by an ardent Brezhnevist,
Volodymyr Shcherbytsky, the First Secretary of the Communist Party of
Ukraine (CPU). Nationalist activity was confined to the renewal of some of
the dissident organizations that had been crushed in the 1970s.
Shcherbytsky’s retirement and eventual death in early 1990, removed one
of the major obstacles to the development of a nationalist movement by
permitting the hitherto monolithic party elite to divide into pro- and anti-
Perestroika factions.

In March of 1990, elections to the republican Supreme Soviets took
place. Although the democratic opposition in Ukraine had only a month to
campaign, and was not represented in all of the electoral districts, it still
managed to win nearly a third of the new parliament’s seats. For the first
time in the Soviet Ukrainian history a vigorous opposition emerged and

made itself heard. Events in other republics also pushed Ukraine in a



nationalist direction.  Estonia, Latvia and Lithuania had declared
sovereignty, by which they meant the primacy of their laws over the Soviet
laws in 1988-1989. The student movement, which unfolded in the early
days of October 1990, carried out some of the most remarkable mass
actions Ukraine had ever seen. Unexpectedly, a large column of workers
from Kiev’s largest factory marched to parliament in support of the
students. That October Rukh held its Second Congress, which together
with the student strikes marked another turning point in the politics of
Ukrainian nationalism. No less significant, however, while the government
had remained inactive and the police were pursuing diversionary tactics
against the nationalist, Kravchuk had abandoned the sovereignty line.

In the study stress has been given on political-economic development
in Ukraine and its ordeal to deal with the chaotic economic and erosion of
political institution. These two factors have, to a large extent proved to be
very decisive in the formulation of Ukraine’s foreign policy vis-a-vis Russia
and the West.

The study is based on both primary and secondary sources, the
constitutions, government documents and speeches of political leaders form
the bulk of the primary source. However, the study is mainly based on the

secondary source comprising of books, articles, newspapers and journals.
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CHAPTER-II

POLITICAL DEVELOPMENT IN UKRAINE (1991-1997)

Brief Historical Background

Historical-political background of Ukraine makes it very clear that
from the very beginning (the period of Kyivan Rus, the original Russian
State), there has been a feeling of independent Ukrainian state in the mind
of the local/native people. First attempt to form a nation-state was just
made, following the fall of Rus’ principalities, in the 13™ and 14™ centuries.
But Ukraine had no choice, except to enter the Russian Empire in 1654, as
Poland was advancing towards Dniper River. And a dream to form a
nation-state came to end in 1667 when Ukraine was divided into two parts:
the regions east of the Dniper became part of Russia, while western Ukraine
was annexed by Poland.

It is difficult to establish that there were attempts to form a nation-
state. After the fall of Kyivan Rus, this period witnessed the growth and
development of feudal-serf relations accompanied by a feeling of class and
thus ensuring a class struggle. Even after that it can be said with some
amount of certainty that Ukrainians had a feeling of self-consciousness and
respect for their cultural value. “The Ukrainians themselves named their

land ‘Ukraina’ and the name took root in the consciousness of the people.



It was reflected in Ukrainian oral literature, above all in the dumas (epic
poems and ballots) and historical songs”.! From this point of view, this can
be said that a feeling of belongingness later helped in the growth of nation-
state formation during the 16" and 17" centuries after the decline of
serfdom in Europe and neighbouring states.

The Ukrainians had to pay a heavy price for their aspiration for a
nation-state. The Polish feudal magnates intensified their social, national
and religious oppression of the Ukrainian people. The Polish Szlachta and
the Ukrainian feudal lords increased their exploitation and outright robbery
of the peasants, oppressed the town poor and endeavoured to reduce the
rank and file of Cossacks to Serfs. The feudal oppression was finally
erupted in 1606, under the leadership of Ivan Bolotnikov, in a peasant war.

In 1654, Ukraine’s reunion with Russia was natural as well as
compulsive in nature. “It was the result of the long development of
economic, political and cultural ties, and was in accord with the basic
interests and aspirations of both peoples. The conclusion of this reunion
became a historical necessity for both nations. In 1653, the danger of
foreign enslavement once again confronted the Ukraine”.> Harking back to
Soviet fold for natural or security reason proved fatal in the long run and it
took almost more than 200 years to gain a chance in 1917. When the Tsarist

Empire collapsed, Central Rada (Council of Soviet) was set up by the

Soviet Ukraine, (Academy of Sciences of the Ukrainian SSR Kiev, 1969), p.74.
2 .
Ibid.., p.77.
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Ukrainian nationalists to demand Ukrainian autonomy from the provisional
Government in Petrograd. In October 1917, after the Bolshevik coup, the
Rada proclaimed a Ukrainian People’s Republic. Although the Russians
recognized the newly independent state yet in December 1917 a rival
Government was established in Kharkiev by the Bolsheviks. February of
1918 failed to bring a smile on Ukrainians’ faces as the Soviet forces
occupied almost the whole of Ukraine. In December 1920, a Ukrainian
Soviet Socialist Republic (SSR) was established and with the formation of
the Union of Soviet Socialist Republics (USSR) in December 1922, the
second successful attempt to establish an independent state came to an end.
A third attempt to achieve statehood came in 1941-42.

The contemporary political situation in Ukraine took root during
Gorbachev’s perestroika, introduced in 1985. The reforms that he initiated
and advocated were seldom implemented in Ukraine during Scherbitsky’s
(First Secretary of the CPU) rule. Dissidents were harassed by the police,
independent political and cultural groups were not granted legal status and
the republican media was under the strict control of the CPU. “It is no
secret — nor was it in the past — the Soviet journalism almost solely
functioned as a funnel for agitation and propaganda, rather than a means of
access to objective information.”

Gorbachev’s perestroika was the starting point which raised the

public opinion in favour of independence but a serious explosion which

3 Oksana Hasiuk, “Ukraine’s Media: A Cog in the State Wheel?”, TheUkrainian Review
(Toronto, Canada), vol. XLII, no.4, Winter 1994, pp. 23-26.
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occurred at Chernobyl nuclear power plant, in northern Ukraine, in 1986
aroused public sentiments which greatly contributed to opposition
movements in Ukraine. Old habits, however, die hard, and “instead of
issuing immediate health warnings to the population downwind, Soviet
officialdom embarked, as far as its own citizens were concerned, on a
policy of misleading silence. It was only 18 days after the accident that
Michail Gorbachev appeared on All-Union TV, admitting to the fact of the

accident.”

This nationalist movement was partially influenced by the
political events, which were taking place in the Baltic republics of Estonia,
Latvia and Lithuania.
1988-1991:Years of Transition

Ukrainians’ real struggle for independence in the true sense, started
with the formation of Rukh (Popular Movement of Ukraine) in November
1988 by a group of prominent writers and intellectuals. Rukh directed the
wind of change in the right direction and emerged as a pioneer organization
advocating for national democracy and complete independence. “Rukh was
born during the furious communist counter-attack as a democratic umbrella
organization, and later Ukraine’s first political parties emerged: the
Ukrainian Republican Party, the Ukrainian Democratic Party, the Party for

the Democratic Rebirth of Uk;aine and others, in all more than 30.”

Despite official opposition Rukh’s manifesto was published in February

¢ Vera Rich, “Chemobyl: Ten Years on”, The Ukrainian Review (Toronto, Canada), vol.
43, no. 1, Spring 1996, p.21.
5 Volodymyr, F. Pohrebennyk, “The Present Political Situation in Ukraine”, The Ukrainian

Review (Toronto, Canada), vol. XXXIX, no. 4, Winter 1991, p. 5.
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1989 and its local branches were established in width and length of the
republic.

Rukh emerged to be so powerful, that Shcherbitsky failed to curtail
its growing influence on people demanding for a national democracy and
this finally resulted in his dismissal in September 1989. Volodymyr
Ivanshko was elected as his replacement. But it was too late, in between
there were so many groups formed which demanded for democracy and the
educated mass was spreading political awareness. The tolerance of the
democratic forces towards all nationalities and cultures in Ukraine allowed
for the formation of national associations of ethnic minorities, each with its
own structure and publications. The new circumstances led to the
establishment of numerous societies and associations — culturological,
ecological and others (the ‘Lev’ Society, “Green World”, “Spadshchyna”,
etc.).

The Ukrainian political situation in 1990 presents a very complex
picture. Students, workers, peasants and supporters of national democracy
were all putting their effort from their point of view to achieve complete
goal of independence, while the second half of 1990 present a different
picture — each and every effort was directed against the movement to stop it
at any cost by the Soviet leaders; and even the help of the army was taken to
crush Ukrainian sentiments for national democracy. “The early months of
1990 prior to the 4 March elections witnessed the continuation of the

national rebirth in all spheres of public and even private life. Publicly, the
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time preceding the elections saw the creation of various political parties and
organisations, youth and student groups, cultural and religious
organisations, all of which had a strictly Ukrainian character and supported
the concept of Ukrainian independence, autonomy and freedom of choice in
all affairs.”® Local and republican elections were held on the 4™ of Mach
1990 and candidates supported by the Democratic Bloc, a coalition of Rukh
and other groups with similar motives, won 108 of the 450 seats in the
Ukrainian Supreme Soviet. Independents supported by the Bloc won about
60 seats, which increased the strength of opposition parties upto 170 in the
new Supreme Soviet. The Bloc was particularly successful in western
Ukraine and in urban areas but performed poorly in the Russian-speaking
communities of eastern Ukraine and in rural regions.

The election campaign was the clear demonstration of mass scale
movement which further revived the national sentiments. The nationalist
democratic force’s success in the election was perceived by the communist
as a threat which forced them to make a strategy to remain in power. While
the people were demonstrating popular support for the Dem Bloc
(Democratic Block), the communist authorities were busy ensuring that
power remained in their hands at least at the national level. Thus, “the

. Ukrainian Communist Party tried to capitalise on the tide of independence-

6 Eugene Kachmarsky, “1990 in Ukraine: the Empire Srikes Back”, The Ukrainian Review
(Toronto, Canada), vol. XXXIX, no.1, Spring 1991, pp 3-4.
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oriented nationalism thereby gaining votes, by proclaiming its
independence from the Moscow based party.”’

In June 1990 Volodymyr Ivashko was elected chairman of the
Supreme Soviet but the Democratic Bloc opposed his candidature by
asserting that the chairman of the Supreme Soviet should not also be the
CPU leader. Ivashko’s replacement by his former deputy Stanislav
Hurienko, was a calculated diplomatic move as he was perceived as a threat
in Moscow. In the first session of the Ukrainian SSR Supreme Soviet, in
which President Volodymyr Ivashko stated that “a conciliation between
nationalist and communist forces in Ukraine was possible”.®? Moscow
perceived this as a direct threat to Soviet rule over Ukraine. Ivashko was
recalled to Moscow and there he announced the resignation as President of
the Ukrainian SSR and Head of the CPU.

The new chairman of the Supreme Soviet was Leonid Kravchuk,
hitherto Second Secretary of the CPU, a well known hard-liner and
Sovietophile who was interpreted in Ukraine as a step backward, and thus
the democratic nationalists begun to augment their anti-Soviet campaign.
The Ukrainian SSR Supreme Soviet passed a ‘Declaration of Sovereignty’
on the 16™ of July to dispel the fears from the minds of the people and
change the direction of the nationalist movement. The Ukrainians were not
ready to compromise less than implementing Declaration of Sovereignty

and its transformation into concrete action legalized by law.

Ibid., p. 5.
s Ibid., p.7.
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All over Ukraine mass rallies were organized and strikes were
instigated demanding the realization of the Declaration promises. A
demonstration and rally took place in Kiev on 30™ September — on the
initiative of Rukh, the Ukrainian Republican Party, the Democratic Party,
the Green Party and other socio-political organisations. The rally adopted a
resolution calling for the Ukrainian’s secession from the USSR, a review of
the Ukrainian declaration of state sovereignty and the dismantling of
Lenin’s monuments in Kiev. The demonstrators also demanded the
resignation of the republic government and the abolition of the CP of
Ukraine. In October 1990 protest marches were organized by students and
their threat to hunger strike changed the political scenario, “Ukrainian
students set up a tent city in Kiev and proclaimed a hunger strike in order to
force the communist-dominated Supreme Soviet to meet their demands.
The students were soon joined by thousands of young supporters, and a
rally of over 100,000 was held in conjunction with the hunger strike.” The
students were partially appeased by Kravchuk when he announced that
Ukrainian SSR Premier Vitali Masol would be forced to resign. “Leonid
Kravchuk, Chairman of the Ukrainian' Supreme Soviet announced Vitali
Masol’s resignation. Masol’s deciston had been influenced by the difficult
situation in the republic which is exacerbated by the students hunger
strike.”'® After a week on 23™ October Premier Vitaliy Masol tendered his

resignation, which was accepted by the Ukrainian Parliament. Masol’s

s Ibid., p. 8.
10 Summary of World Broadcast, Part I, 18 October 1990.
17



forced resignation put a halt on the agitating mass, especially students. In
fact, “What went unrealized was that Masol served as a sacrificial lamb.
Kravchuk could not afford to have a hunger striker die, which would fuel
the nationalist advances, therefore to end the strike, he put Masol’s head on
the block.”'! After Vitali Masol’s resignation, Vitold Fokin was seen as a
compromise candidate who could unite the opposition and liberal
communists behind a programme of economic reforms. Thus, it is very
clear that events that took place in the summer and in the mid-autumn of
1990 were full of democratic nationalist advancements and the government
followed a policy of appeasement in order to stop the nationalists from
going too far. In other words, the government somehow managed to come
out of the real problem (i.e. demand of independence) for some time.
However, Rukh’s support for independence was ignored The
Government participated in negotiations on a new union treaty and signed
the protocol to a draft treaty in March1991. The Government also agreed to
conduct the all-Union referendum on the future of the USSR and “a deep
split developed within the CPU between those who wanted to maintain the
Soviet Union and those (most prominently, the CPU Chairman of the
Parliament Leonid Kravchuk) who wanted to hold on to power by adopting

12

the nationalist and democratic agenda of the opposition.” © Appeals were

made to preserve the USSR. The Central Committee of the Communist

" Eugene Kachmarsky, no.6, pp.8-9.
Sven Holdar, “Torn Between East and West: The Regional Factor in Ukrainian Politics™,
Post-Soviet Geography (Columbia, USA), vol. XXXV1I, no. 2, Februyary 1995, p. 112.
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Party of Ukraine appealed to all the people of the republic to support the
idea of preserving the USSR as a renewed federation of sovereign republics
at the all-Union referendum on 17" March. On the other hand, democratic-
nationalists were in favour of Commonwealth of Sovereign States. Yuri
Badzyo, Member of the Committee ‘Referendum Sovereign Ukraine’ and
Chairman of the Ukrainian Democratic Party's National Council said that
“the main slogan appealed to the citizens of Ukraine, is to say no to a
renovated federation and to say yes to a commonwealth of sovereign
states.” The most perfidious aspect of this action was that the results of the
referendum, according to the USSR Supreme Soviet’s resolution, would be
valid on the whole of the USSR’s territory, i.e., the people of one republic
will decide the future of another republic*’

Thus, in March 1991 referendum, the Ukrainian electorate responded
to two questions: (a) future of the Soviet Union, and (b) whether Ukraine
should be part of the USSR on the basis of the Declaration of State
Sovereignty from July 1990. Thus, the Ukrainian electorate responded to
the two questions. But an additional question — “Whether Ukraine should
be fully independent or not — added to the ballot in Galicia (Lviv, Ivano-
Frankivsk and Ternopil) so they had to answer three questions since the
local authorities there were dominated by Rukh and Ukrainian Republican

»l4

Party

13 Summary of World Broadcast, Part I, 2 March 1991.
" Sven Holdar, no.12, p. 118.
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Galicia, where the voters had a clear choice between full
independence or a renewed Soviet Union, people voted for the former. But
in other parts of Ukraine the voting scenario was different. However, “in
the rest of Ukraine, people generally appear to have followed the electoral
tradition from the communist past turning out in large numbers and voting
Yes.”"> Though the results were in favour of the Ukrainian people but in
the beginning voters were quite confused owing to the nature of the
question as seen in the following: “The wordings (1) the USSR, and (2) the
Ukrainian sovereignty questions were: (1) Do you think it is necessary to
preserve the USSR as a renewed federation of equal sovereign republics in
which the rights and freedoms of a person of every nationality will be fully
guaranteed? (2) Do you agree that Ukraine should be a part of the USSR on
the basis of the Declaration of Sovereignty of Ukraine?”'® Given the
wordings of the referendum questions, and in the political context of the
times, it probably was unclear to most voters whether they voted for
independence, for confederation, for a new kind of federation, or for the old
kind of Soviet federation. The data in the accompanying table (Table 1.1)
presents the results of the referendum. Of the eligible voters, 84 per cent of
the electorate participated in the referendum.

Despite the clear support for the preservation of some kind of union,
demands for full implementation of Ukraine’s declaration of sovereignty

increased day by day. Prior to independence a law was passed to strengthen

13 Ibid., pp. 118-119.
1 ibid.
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TABLE 2.1,

RESULTS OF THE REFERENDUM GN THE STATE OF THE
SOVIET UNION AND UKRAINE, MARCH 1991
(In Percentage)

Region/Oblast USSR Sovereignty | Independence
Question Question Question

Western Ukraine (Galicia)
Lviv 16.4 30.1 90.0
Ivano-Frankivsk 18.2 52.1 90.0
Ternopil 19.3 35.2 85.3
Rivne 54.3 79.6
Volhynia 53.7 78.0
Transcarpathia 60.2 69.5
Chernovitsi 60.8 83.2
Central Ukraine
Kiev (city) 44.6 78.2
Kiev (oblast) 66.9 84.6
Poltava 78.8 88.7 L
Sumy 78.8 87.1 ) —R
Chernogov 83.4 90.3 g ¢
Kirovograd 82.4 89.5 | o i
Cherkassy 773 | 888 : L
Vynnitsa 81.2 89.2 A
Zhytomyr 81.7 88.5
Khmelnytskyi 71.7 87.9
Eastern Ukraine
Donetsk 84.6 86.2
Lugansk 86.3 88.8
Kharkov 75.8 83.9
Zaporosche 79.8 86.6
Dnepropetrovsk 775 85.1
Southern Ukraine
Nikolayev 84.2 87.7
Kherson 81.0 87.4
Odessa 82.2 84.5
Crimea 87.6 84.7
Sevastopol city 83.1 84.2
Total 70.2 80.2 88.4

Source: Post-Soviet Geography (Columbia, USA), vol. XXXVI,
DISS no.2, February 1995, p.120.
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presidential system. .In July 1991, tﬁe Counéil_ enacted a form of
government based upon a strong presidential office but a study of the New
Ukrai’nian éonstitution proves that .the ‘absolute power’ of the president has
become obsolete because “since 1995 it has in fact operated as a
,‘pgrl(iamengéry-presidentiai system’. which can be defined as one where
‘both the president and the parliament have authority over the composition

*7" The president is directly elected, but so is parliament.

of cabinets.
Ukrainian presidents"havlc .always héd 'to share power with their prime
ministers and conflict between the two has been a @ofe or less permanent
feature of the political system. This shows Ukraine’s commitment for
parliamentary democracy and dem‘ocratic. rights.

| However, political activity increased following the referendum.
vSépa’ratist pﬁrties such as the Ukrainian Republican Party and the Ukrainian
Peasant Democratic Party advocated full independence and more radical
groups denied the legality~of Ukrainé’s .incorporation into the USSR and
demanded the restorafion of the Ukrainian People’s Republic of 1918-19.
Time.was ripe and the political analysts predicted the disintegration of the
USSR®On 30™ July, the Ukrainian Supreme Soviet set 1% November 1991
as the date for presidential elections in the republicd”®®  Political parties

started anné)uncing the names of their candidates. The leading body of Rukh

in Ukraine had put forward Chairman of Lvov Oblast Vyacheslav

1 Andrew Wilson, “The New Ukrainian Constitution”, The Ukrainian Review (Toronto,

Canada), vol. 43, no.2, Summer 1996, p. 49.
18 Summary of World Broadcast, Part I, 1 August 1991.
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Chornovil as Rukh’s éandidate for the post of presidént of the Ukraine. But
the mroral support and final strike came as a surprise when the US President
had a private talk with Ukrainian President Kravchuk in Kiev on 1* August
1991.. In an address to the Ukrainian Supreme Soviet Bush declared that
;‘the (USA V:VOUld support ‘the beginr;ings of ‘democratizati;)n’ in the USSR
.and each republic.”"’ |
When the State Con;mittee forfthe_ State Em_ergency (SCSE) attempt
to stage a coup d’etat in Mo.scow, on 19 August 1991, Kravchuk could see,
or felt a wind of change and changed his colour. When the coup attempt
foiled and Yeltsin emerged as the leader of Russia, Kravchuk and the more
pragmatic communists changed their cloaks from red to the Ukrainian blue
and yellow".. On August 24, Kravchuk resigned from the Communist Party
and took the initiative in Ukraine’s Declaration of Independence. Kravchuk
and the influential mgmbersf of the party of power adopted most of the Rukh
programme as their own. Kravchuk was .well awa;e of the fact that Soviet
Union’s break up was unavoidable. So, he did not leave a single chance to
capitz;lize people's sentiment in order to remain in power after presidential
referendum.
1 ‘In a:'very calculated move Kravchuk resigned from the presidential
post and commented that “today we achieved something the Ukrainian can

be proud of — Itis beyond man’s ability to list all the decisions — every

. Ibid. 2 August 1991.
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decision amounted to a great impressive and fevolutionary step.”20 During
the séssion Kravchuk announced his decision to leave the CPSU Central
Committee, the Politburo and the Ukrainian Central Committee. The final
decision on Ukrainian indépendenccf would be taken after a referendum on
'lS‘. I()ecemi)er. Despite his past record as a loyal communist official,
Kravchuk’s support for Ukrainian independence ensured his election as
President of the Republic~ on 1* December 1991. The results of the
referendum on indepéﬁdeﬁce in December 1991 indicated that most people
voted ‘Yes’. The only region where a significant minority voted ‘No’ was
Crimea. Of those eligible to vote, 84.2 per cent participated. When the
retums showed that voters had chosen independence by over 90 per cent,
ev'erﬂlone \;vas quite suf;;rised. Pilblic opinion polls c'onducted in the
fepublic did not predict such overWhelming results. Although results of the
referendum were in ,favou\-r of democrgtic-nationalist force yet Moscow
pulled out all the stops in frying to combat Ukrainian secession from the
USSR.“In the period between August 24 (Declaration of Independence) and
December 1 (The referendum of Independence), the top Soviet leadership
(both liberal and conservative) and many Russian Republican leaders
mounted a very strong campaign against Ukraine’s independence®?’

All efforts were made to stop the Ukrainian independence. The

media and the state machinery were pressed into service to spread tempered

information. The Central TV, Radio and print media launched vicious

2, Ibid., 26 August 1991,
u Peter J. Potichnyi, “The Referendum and Presidential Elections in Ukraine”, Canadian
Slavonic Papers (Canada), vol. XXXIIL,no0.2; June 1991, p. 123..
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TABLE 2.2.

RESULTS OF THE REFERENDUM ON THE DECLARATION OF
- INDEPENDENCE, DECEMBER 1991

Region/Oblast Percentage Percentage
" Voting ‘Yes’ Voting ‘No’
Western Ukraine (Galicia)
Lviv C 975 | 01.9
Ivano-Frankivsk - ' 98.7 , 00.8
Ternopil 98.4 ' 01.0
Rivne 96.8 02.6
Volhynia ' 96.3 02.3
Transcarpathia 92,6 04.5
Chernovitsi 92.8 04.1
Central Ukraine
Kiev (city) : 92.7 05.3
| Kiev (gblast) \ - 95.5 . 029
Poltava 94.9 03.7
Sumy : 92.6 04.9
Chemogov 93.7 04.1
Kirovograd . 93.9 04.4
Cherkassy , - 96.0 02.8
Vynnitsa : 954 03.0
Zhytomyr 95.1 , 03.6
Khmelnytskyi 96.3 02.6
Eastern Ukraine .
Donetsk 83.9 12.6
Lugansk 83.9 13.4
Kharkov 86.3 10.4
Zaporosche 90.7 07.3
Dnepropetrovsk ' 90 4 07.7
'| Southern Ukraine
Nikolayev : 89.5 08.2
Kherson 90.1 07.2
Odessa | 85.4 1.6
Crimea 1 542 42.2
Sevastopol city e 57.1 ' 394
Total 90.4 ‘ 07.6

Source: Post-Soviet Geography (Columbia, USA), vol. XXXVI, no.2
February 1995, p.123.
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campaign of misinformation about what Ukrainian authorities intended to
do with respect to minorities (especially Russians), which took an
immediate effect in Crimea. A strong campaign against the referendum was
organized in Krym by various Russian groups, including deputies from the
RSFSR Supreme Soviet and even some political group from Germany. On
the other hand, The Ukrainian Radio and TV began a systematic campaign
in support of independence. Ukrainian groups from the diaspora brought
with them computer technology, small printing presses, and even paper; and
began a systematic campaign — especially in eastern regions of Ukraine.
TABLE 2.3

RESULTS IN THE PRESIDENTIAL ELECTIONS

Candidate Vote for %o Vote against %

Hryniov, V.B. 1,329,758 4.17 29,791,360 93.41

Kravchuk, L.M 19,643,481 | 61.59 11,477,637 35.99

Lukianenko, L.H 1,432,556 4.49 29,688,562 | 93.09

Taburians’kyi, L. 182,713 0.57 30,938,405 97.01

Chornovil, V.M. 7,420,727 | 23.27 23,700,391 74.31

Iukhnovs’kyi, L.R. 554,719 1.74 30,566,399 95.84

Source: Canadian Slavonic Papers (University of Alberta, Canada),
vol. XXXII, no.2, June 1991, p.132.
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The results of the election clearly show that Leonid Kravchuk, with
61.59 per cent of vote, emerged as the strongest candidate. Altogether six
candidates were in the fray. Democratic opposition got splitted and the
Ukrainian Republican Party, URP forwarded its own candidate — Levko
Lukianenko. The PDRU (The Party of Democratic Revival of Ukraine)
fielded two candidates (the Russian speaking Vladimir Grinev and
Lukhnovskyi). But the main fight was in between Kravchuk and Rukh
supported Chornovil. The “split in opposition helped Kravchuk in gaining

absolute majority (61.6 per cent of the total vote).”?

Kravchuk gained
more than 50 per cent of the vote throughout Ukraine, with the exception of
Chernovisti Oblast and Galicia. In the latter region, Chornovil gained the
majority with Kravchuk receiving less than 20 per cent of the total vote.
Following his election, Kravchuk moved to strengthen his power and
measures were taken to consolidate independence including the
establishment of Ukrainian armed force in early December. “By December,
Ukraine became the first of all the' former Soviet Republics to have its own
Laws ‘On the defence of Ukraine’ and ‘On the Armed Forces of
Ukraine’.”>* By this time, Ukraine got a new identity. Yeltsin recognized
the Ukraine’s independence ‘in accordance with the democratic expression

of its people’s will’. He expressed conviction that diplomatic relations

between the Russian and Ukrainian states needed to be established. Poland,

n Sven Holdar, no.12, p. 128.
Konstantyn Morozov, ‘The Formation of the Ukrainian Army, 1991-95°, The Ukrainian
Review (Toronto, Canada), vol. 43, no. 1, Spring 1996, p. 9.
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Regions where Kravchuk and Chornovil gained the largest share of votes
in the December 1991 presidential election in Ukraine. Numbers in
Oblasts (unshaded) are percentage of total vote for Kravchuk in regions
where'Kravchuk gained the largest share of votes. Numbers in oblasts
(shaded) are percentages of total votes for Chornovil in regions where
Chornovil gained the largest share of votes. *66 is the Kiev oblast, 56 is
for Kiev city. Of those eligible to vote in the election, 84.2 per cent
actually voted. | '

Source: Post-Soviet Geography (Columbia, USA), vol. XXXVI, no. 2,

February 1995, p. 121.
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which borders the Ukraine to the West was the first nation to recognize the
independent state and said it expected good neighbourly relations.
1992: Year of Growth of Political Factionalism and Instability

Although Kravchuk tried to consolidate power but the political
situation of early 1992 can be characterized by weak and factionalism
which prevented democratic process in the parliament. Alliances that
formed between members of parliament were not strong. Party factions in
parliament were small and ill-disciplined. **The conferences of many
Ukrainian parties resulted in splits, including those of Rukh in February
1992, the URP (The Ukrainian Republican Party) in May 1992 and the
Christian Democrats in April-June 1992, testifying to the failure to create —
parties united by common commitment to a clear platform¥* Though split
took place in parties, Kravchuk was still the unanimous leader in 1992, the
opposition forces in parliament split into two blocs, both more or less
supportive of Kravchuk.

In June 1992 the Government anyhow managed to avoid defeat in a
vote of ‘no confidence’ in the Supreme Council proposed by the New
Ukraine group of deputies. A third, somewhat different bloc of
parliamentarians (New Ukraine) formed in 1992. Its base of support rested
in the Party of Democratic Revival of Ukraine its programme focussed on

building a market economy with social safety nets and on maintaining good

24

Andrew Wilson and Artur Bilous, ‘Political Parties in Ukraine’, Europe-Asia Studies
(Oxfordshire, UK), vol.45, no.4, 1993, p. 694.
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relations with CIS, differentiated this bloc from the other two blocs, whose
programmes featured a common emphasis on national statehood built upon
the creation of a strong unitary Ukrainian state and the departure of Ukraine
from the CIS. The existence of these three blocs (the Congress of National
Democratic Force, its rival led by Congress of Democratic Forces and New
Ukraine) all originated in the Democratic Bloc, weakened the power of the
democratic opposition in parliament.

Vitold Fokin and his government’s decision to free prices on
foodstuff (which had been excluded from the initial withdrawal of subsidies
in January) in early July was severely criticized. Fokin failed in bringing
economic reforms. Thus, demonstrations were held in June and July and in
consecutive months, demanding the resignation of Fokin and over 700
people from Western Ukraine, picketed the building of the Ukrainian
Supreme So;/iet in Kiev on 3™ June. The people were demanding the
resignation of Premier Fokin. The protesters in the Square near the
Supreme Soviet were addressed by people’s deputies and Rukh officials
Pavlychko and Chornovil, who called on the protesters “not to demand the
resignation of the entire council of Ministers but to press for the Premier’s
resignation.”” Pressure mounted on Fokin’s resignation issue, as different
walk of life participated in day to day demonstrations. More than a
thousand people picketed in front of the Ukrainian Parliament building in

Kiev on 15" September. The picketers included members of the

3 Summary of World Broadcast Part I, 5* June, 1992.
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Cinematography Union, Veterans’ organizations and the Kiev organizations
of the Ukrainian Republican Party who had been given official permission
to demonstrate.  Groups from Dnepropetrovsk, Kirovograd region,
Zaporozhye, Lvov and Ternopol joined them. The picketers mainly
demanded the resignation of the Vitold government, the early election of a
new parliament and measures to stop the further lowering of living
standards. The Government finally resigned in late September 1992. The
Ukrainian President told parliament on 30" September that he had agreed to
a request from Premier Vitold Fokin that he be allowed to retire. Kravchuk
said Fokin’s decision was motivated by a wish to avoid the further
exacerbation of the social and political situation in the republic. After being
heavily defeated in a second vote of ‘no confidence’ — “following the
resignation of Vitold Fokin as premier of Ukraine, the Ukrainian Supreme
Soviet has passed a vote of no confidence in the Cabinet of Ministers
entailing its resignation. The President has 10 days to nominate a new
premier and Kravchuk has appointed Valentyn Symonenkd as acting
premier”.”®

And in mid-October, Leonid Kuchma, hitherto manager of a missiles
factory was appointed the new Prime Minister. On October 13, the
Ukrainian Parliament elected Leonid Kuchma as the new Prime Minister of

Ukraine. Kuchma was elected by an overwhelming majority with 316 of

the 375 deputes present at the session casting their votes in his favour. He

% Tbid, 3" October, 1992.
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was the director of the Dnipropetrovsk-based Yuzhmash Company, one of
the largest industrial enterprises in Ukraine’s military-industrial complex.
The new Government included several members of Rukh and New
Ukraine, advocated of market-oriented economic reform. “The principal
goal of the future government, Kuchma stated, “will be the stabilization of
the economy and consecutive reforms of the post-socialist economy

towards a free market”.”’ Prime Minister Kuchma was granted special

power by the Supreme Council in November 1992 to.combat deteriorating
economic health of the country for a limited time period of six months.
Kuchma further proposed an extensive programme of economic reform
including privatization and a strict crackdown against corruption that won
widespread/massive support from most centralist and right wing political
parties. The Nova Ukrayina (New Ukraine) association is prepared to
cooperate with government of Leonoid Kuchma and to give it politiéal and
ideological support, if it’s programme contribute to market reform in the
Ukrainian state. The Socialist Party of Ukraine (SPU) which had been
formed from the elements of the CPU and other left-wing groups strongly
opposed Kuchma’s move and demanded to lift the ban on CPU imposed in
August, 1991.

It was strongly responded by the members of 30 political parties, led

by Rukh and the Congress of National Democratic Forces (CNDF) by

forming an Anti-Communist and Anti-Imperialist Front to campaign against

a The Ukrainian Review (Toronto, Canada), vol.XL, no.4, Winter 1992, p. 64.
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the restoration of legal status of the CPU. “Rukh developed a large scale
campaign of unmasking anti-humane Communist ideology and the criminal
activity of the Communist party against the Ukrainian people. The need for
carving out such a campaign is connected with attempts of certain political
force to legalize the Communist Party.””
1993: A Year of Conflict over Economic Policy

Disputes related to economic policy and the major domestic politics
in the beginning of 1993 and the following months also marked a growing
conflict between the President, the Prime Minister and the Supreme
Council. President Kravchuk’s initial support for Prime Minister Kuchma,
on the issue of economic reform, gradually weakened by March. In an
address to Ukraine’s Parliament on 18" May, Premier Kuchma appealed for
‘support and power’ and called for a ‘special regime’ for the management
of the economy to remain in force untii May 1994. In March, Thor
Yukhnovskyy, the First Deputy Prime Minister and a leading reformer
resigned. In his allegation leveled against Kravchuk, he said that Kravchuk
failed to take strong measures against corruption. “First Deputy Premier
Ihor Yukhnovskyy stated that in the situation which had arisen, he remained
a people’s deputy but renouncing his deputy premiership. The same day

Kravchuk issued a decree releasing Thor Yukhnovskyy from his post”.” In

the following months, another key reformist in the government, Viktor

= Summary of World Broadcast, Part 1, 1 January 1993.

» Ibid. 22™ March, 1993.
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Pynzenyk, was shown the door although he remained as a Deputy Prime
Minister.

In May 1993, the growing conflict between the President, the Prime
Minister and the Supreme Council touched a new low ebb when the
Supreme Council dissatisfied with the Government’s economic programme
refused to renew the special powers granted to Kuchma in November 1992.
Kuchma offered to resign and President Kravchuk’s requested for special
constitutional powers to enable him to head the Government himself when
Ukraine’s Premier Kuchma resigned from office, he commented that he
bore absolutely no grudge over the two days of discussion on special
powers for the government, although he had not heard a single kind word
about himself. He further said that it is clear that the government would not
be given emergency powers and confirmed that he had had a meeting with
President Kravchuk, at which he had asked him to accept-his resignation
and assume ‘full responsibility’. Meanwhile, President Kravchuk offered to
assume leadership of the government in an address to the Supreme Council.
The legislature rejected the President’s urge to accept Kuchma’s
resignation, fearing that presidential rule would clip the wings of the
Supreme Council. “The Supreme Council of Ukraine today refused the
President of the country Leonid Kravchuk the right to lead the government
and thus to assume all responsibility for carrying out reforms in Ukraine.
The Parliament also declined the request made by Premier Leonid Kuchma

for the Cabinet of Ministers to be granted emergency plenary powers to take
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Ukraine out of the economic crisis”.>° When more than two million

workers and factory workers, mainly in the Donbass region joined a strike
in protest at the declining standard of living and sharp price increase it
further deepened and escalated the crisis. “Two pits in Donetsk Oblast
began a strike on the night of 7"/8" June, followed by all the pits in the
Oblast. The action was said to have been sparked off by price rises on
consumer goods. A message circulated by striking miners accused
President Kravchuk, Premier Kuchma and the former premier, Fokin of
pursuing a policy against the people and demanded self-rule for Donetsk as
well as resignation of the President”.”!

In order to calm irate workers, their demand for a referendum was
accepted by the Council. The Ukrainian Supreme Council voted on 17"
June for a resolution on a referendum on confidence in the President and the
Parliament. If as a result of the referendum, no confidence was expressed,
new elections would take place on 26™ September. A total of 228 deputies
voted for the resolution with 18 against, 14 abstentions and 70 absentees
and a further concession was made to appease them. “By decree, Leonid
Kravchuk, President of Ukraine, has appointed Yuhym Zvyahilskyy first
deputy premier of Ukraine thereby filling the vacancy which has been open

for nearly three months after Thor Yukhnovskyy’s resignations”.3 2

30 Ibid. 14® June,1993.
3t Ibid. 18% June 1993.
3 Ibid.
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In August 1993, Viktor Pynzenyk resigned as Deputy Prime Minister
and this marked the departure from the Government of the last true
advocate of Kuchma’s economic reform. In the fdllowing month, Kuchma
again tendered his resignation. His resignation was this time accepted by
the legislature. “Having no legal or effective possibility of putting a stop to
negative phenomena within the economy and in the tense atmosphere of
artificial accusations against the government. I consider it impossible for
me to continue to carry out the duties of premier of Ukraine. It is my belief
that Ukraine badly needs the substantial political reforms without which

economic reforms are impossible”

is the statement of resignation by
Leonid Kuchma to Ukrainian President Leonid Kravchuk Yukhym
Zvyahilskyy was appointed as Prime Minister by a decree given by the
Ukrainian President on the 22™ of September 1993. After several days
Kravchuk assumed direct control vof the Govémment in accordance with a
decree issued by himself as the President whereby he announced the direct
leadership of the Cabinet of Ministers. This step was taken in connection
with the Ukrainian Supreme Council’s resolutions on the Ukrainian
government and on an instruction to the Ukrainian government and also
with a view to strengthen the leadership of all structures of state executive
power in the centre and in the provinces, and attai.ning stability in all

spheres of public life. The referendum scheduled for 26 September was

cancelled and it was announced that early elections to a new Supreme

B Ibid. 11® September, 1993.
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Council would be held in March 1994. “The draft parliamentary resolutions
on referendum and election drawn up by the Supreme Council and
Ukrainian President Leonid Kravchuk on 22 September, 1993 makes the
following provisions:
(a) the Supreme Council resolution of 17™ June on holding an all-
Ukrainian referendum on confidence (no-confidence) in the
Ukrainian President and Parliament (on 26™ September) is to be ;
(b) the date for the elections of Ukrainian People’s deputies is to be
set for 27" March 1994;
(c) the date for the presidential elections is to be set for 26™ June
1994, which is three months after the elections of Ukrainian
people’s deputies and
(d) the date for the elections to the bodies of local self-government is
to be set for 30™ January, 1994 |
1994: A Year of Changing Public Opinion
The elections to the new Supreme Council were held on 27" March,
1994. Where political development in Ukraine in 1993 was dominated with
economic issues and President’s efforts to consolidate power, it was also a
year of political foresightedness for Kuchma when he tried to tender his
resignation again and again with the changing political environment of the
country. Whereas 1994 witnessed a massive change when Communist

force emerged from phoenix as nationalist ideas were sidelined by the

M Ibid. 25" September, 1993
_ 37



suffering majority from the economic hardship. In the parliamentary
elections which were held on 27™ March 1994, only 49 of total 450 single-
member constituencies were able to secure more than 50 per cent votes
necessary for elections. Thus a second round of voting was necessary to fill
the vacant seats, which held on 2-3 April and 9-10 April. The outcome of
results confirmed a number of patterns and clearly marked a wind of change
in the domestic politics — “First, the nationalist parties failed to extend their
support beyond the original centres of Ukrainian opposition to the
Communist regime (Galicia, Western Ukraine and Kiev). Second, this
nationalist and national democratic opposition failed to achieve unity. The
largest party, Rukh, received about 20 seats in the new parliament. Third,
the more centrist parties with their base of support in Eastern and Central
Ukraine failed to gain many seats. These parties, including the Social
Democratic Party of Ukraine, the PDRU, and Kuchma’s new Inter-regional
Reform Block (MBU), only gained around 10 seats in the new
parliament.”*> The wind of change was evident from the massive victory of
Communist and left-wing parties together with independent candidates.
The renewed CPU became the largest political party in the new Parliament
(with about 90 seats) together with the SPU and the Peasants’ Party, the
CPU claimed more than one quarter of the seats. But the public support for
the independent candidates, disillusioned with populist issues, caused a

setback to parliamentary democracy as it enhanced factionalism in domestic

3 Sven Holder, no.12, p. 130.
38



politics.  “While factions and groups stood as organizing bodies in
Parliament with the exception of the Communist factions, consistent
discipline within factions was weak. Many deputies voted as independent
on issues without yielding to pressure from their faction leaders to vote as a
bloc. While the left had begun to splinter since the 1994 elections, it had
remained the dominant bloc, voting together more consistently than any
other coalition of factions.”*® The result of the election again confirmed the
existence of political division between eastern and western Ukraine.
“Western Ukraine is the hotbed of Ukrainian nationalism and has been
since the end of World War II. Firmly incorporated into the Soviet Union
only after Second World War, it is the least Russified and maintains less
attachment to Moscow by reason of religion, ethnicity or language than any
other region of Ukraine.””’ But in industrial eastern Ukraine, and to some
extent in southern Ukraine, the opposite pattern emerged. Here voters
turnout in lower numbers than in Galicia and in numbers below the national
average to elect Communist and Socialist Party members to parliament.
(Out of 115 candidates elected from the CPU, SPU and the Peasants’ Party,
68 came from eastern Ukraine and 19 from southern Ukraine). In May, the
leader of the CPU, Oleksandr Moroz, was elected chairman of the Supreme

Council. Further rounds of voting were held in July, August and November

3 Charles R. Wise and Trevor L. Brown, “The Internal Development of the Ukrainian
Parliament”, Public Administration and Development (New Jersey, USA), vol. 16, 1996,
p.276.

3 Eugene B. Rumer, “Eurasia Letter: Will Ukraine Return to Russia?”, Foreign Policy

(Washington, D.C.), no. 96, Fall 1994, p. 130.
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1994 and in December 1995, again in April 1996 to fulfil the remaining 112
seats but 24 seats in the Council remained unfilled. In June 1994, Vitaliy
Masol (the premier between 1987 and 1990) was elected as the new Prime
Minister. He received 199 votes in the Parliament 10 days before the
presidential poll and only 24 voted against him.

A direct presidential election was held on 26™ June 1994 but none of
the seven candidates secured the minimum 50 per cent of the votes
necessary for election. Thus a second round of voting was held on 10" July
between two most successful candidates in the first ballot and Kuchma was
elected President. Although Kravchuk won the first round with 37.7 per
cent of votes (Kuchma received 31.3 per cent), he lost in the second round,
gammering 45.1 per cent to Kuchma’s 52.2 per cent. The election was
decided in the second round by the additional support Kuchma received
from voters in eastern Ukraine and the eastern parts of Central Ukraine
(e.g., Kharkov , Cherkassy, Poltava, Sumy and Kirovograd): The election
result demonstrated the same voting patterns that had been identifiable in
the parliamentary elections of March. The July presidential election
confirmed the pattern: The East voted for industrial baron and “Russian
firster” Leonid Kuchma; the West went with reformed Communist-cum-

Ukrainian nationalist Leonid Kravchuk”®

38 Eugene B. Rumer, no. 37, p.133.
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Regions where Kravchuk and Kuchma gained the largest share of votes
in the second round of the 1994 presidential election in Ukraine.
Numbers in unshaded oblasts are percentages of total vote for Kravchuk
in regions where Kravchuk gained the largest share of votes. Numbers in
shaded oblasts are percentages of total vote for Kuchma in regions where
Kuchma gained the largest share of vote. *58 is for Kiev Oblast, 60 is
for Kiev City. Of those eligible to vote, 83.3 per cent voted in the first
round and 71.6 per cent voted in the second round.

Source: Post-Soviet Geography (Columbia, USA), vol. XXXVI, no. 2,
February 1995, p. 129



1995-97:Kuchma’s Changing Priorities

In March 1995, Masol resigned as Prime Minister with the
difference of opinion over economic policy with President Kuchma as the
main cause behind resignation. The Ukrainian Prime Minister Vitaliy
Masol had handed a letter of resignation, President Kuchma informed the
Cabinet on Wednesday (Ist March) and that the First Vice Premier
Yevgeniy Marchuk would act as the new Prime Minister. Under the
Ukrainian constitution, a Prime Minister’s letter of resignation must be
handed to the President after which the resignation is endorsed by the
Parliament. It was not the first time a Prime Minister resigned from his post
over the question of economic reforms. In 1993 the then Prime Minister
Leonid Kuchma resigned from his post as a result of differences of opinion
with President Kravchuk over economic issues. The question of economic
reforms became an important issue in the hands of porliticians to grab power
as well as to consolidate their political position.

It was Kuchma who took initiative in the field of economic reforms.
After becoming the President, he took a fresh start and tried to continue the
policy. But Kuchma failed to persuade the Supreme Council to grant him
broader executive powers. Disappointed with the legislature he ordered a
referendum of confidence in the President and the legislature to be held.
President Kuchma appealed to the citizens to support the proposed
referendum. A considerable part of the Parliament has once more showed

its unwillingness and inability to work creatively and has provoked
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confrontation both inside the Supreme Council and with the President. The
further co-existence of the President and the Supreme Council with its
current legal status is impossible. “The President as the guarantor of the
rights and freedom of citizens and state sovereignty has taken the decision
to hold an all-Ukrainian poll among the population on confidence in the
President and the Supreme Council. I am calling on you, citizens of
Ukraine, to support this decision”. >

Things appeared to change dramatically. The Constitutional
Agreement signed between the President and the Supreme Council and
passed by Parliament had enforced the law and power which gave President
Kuchma greater powers to carry out reforms and it cancelled the
referendum Kuchma had earlier called for 28" June in an attempt to
establish public confidence in Parligment and President. Although the
President was granted new powers yet the Constitutional Agreement of June
1995 failed to stop the conflict between the legislature and the President in
the field of economic reform. Kuchma criticized the government by saying
that: “I am not entirely satisfied with the government’s activity and
condemned the government for not pursuing its main policy of economic
reform. Unless this problem is resolved, Ukraine will lose most of its

international credits and no strategic investor would ever come to

Ukraine”.*°
3 Summarz of World Broadcast, Part I, 2™ June, 1995.
“ Ibid. 28" November, 1995.

43



Kuchma’s words can simply be understood in the context that he was
not satisfied with the pace of economic reforms though in his New Year
greetings he hoped for a better future for all. Kuchma said “I am utterly
convinced that if we stick to the chosen course and strengthen the positive
tendencies, then in 1996 most of you — will notice that things are changing
for the better. Although it would be ‘irresponsible, immoral and very
dangerous’ to imply that the acute social problems will be resolved
immediately”.! However, President Kuchma’s assurance for a better life
and living standard failed to satisfy agitating miners who went on strike to
protest at several months’ non-payment of salaries — “more than 2000 coal
miners — 39 miners from Dymytrov mine, 430 miners of the Bohachivska
and Kozatska mines, 719 miners of the Mashchenska and Luhanska mines
and 909 miners of the Shakhtarska-Hlyboka mine of the
Antratsytenchoinvest state company in Dénetsk regioﬁ were continuing
their strikes”.*?

Though 1996 started with the coal miners’ strike but the main events
included the adoption of a new constitution, President Kuchma’s attempt to
consolidate power, etc. but “the on-going crisis in the economy resulted
into Marchuk’s dismissal. Ukrainian President Leonid Kuchma announced

the dismissal of Yevgeny Marchuk, the country’s Prime Minister. Relations

between the Ukrainian President and the head of the government had

4 Tbid. 3" January, 1996.
4 Ibid. 15" January, 1996.



become visibly strained in the past few months”.*> Marchuk’s dismissal in
political circle was understood as Kuchma’s step to safeguard himself from
Marchuk, who was his potential rival in the coming presidential election.
President Kuchma assured that Marchuk’s dismissal will not change the
course of reforms but would lead to change in tactics. Marchuk failed to
promote his own political career was thus replaced by Pavlo Lazarenko. He
had been putting his efforts on developing his own political image rather
than on the daily nuts and bolts work of organizing the government’s
activity. Marchuk was a real threat to Kuchma in terms of image he had
virtually overshadowed President Kuchma. Marchuk commands good
respect in political and business circle as well as outside the country.
During an official visit to Great Britain, officials in the Foreign Office
commented that England had never before been visited by such a high
ranking CIS — country government official with such good command of
English.

Under the terms of the Constitutional Agreement, a new constitution
was to be adopted by June 1996. In March the first draft of the Constitution
prepared by a Constitutional Commission was rejected by the Supreme
Council that it gave too much power to the President. In the second reading
of the draft in June, it was again opposed by a majority of members of the
legislature. Kuchma threatened to call a referendum which was severely

criticized even by the Reform group and branded Kuchma’s step a betrayal

s The Current Digest of Post Soviet Press, vol. XLVIII, no.21, 1996, p.23.
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of agreements. Parliamentary speaker Aleksandar Moroz called the
referendum decree a unilateral violation of the existing constitutional
agreement. “A referendum will not head off a crisis, but rather deepen it
and make it permanent”.“ But Kuchma put forth so many strong reasons
for holding a nation-wide referendum on 25™ September, 1996 to approve
the new constitution — “any further procrastination over the adoption of a
new Ukrainian constitution creates a real threat to internal stability in the
State and to the implementation of democratic transformations in society
and can lead to the deepening of the economic crisis and a significant
worsening of people’s living standards”.* However, the ﬁghting over
adoption of the new constitution came to an end dramatically. Kuchma’s
calling of a national referendum on adopting a Constitution prompted
Deputies to take some truly unprecedented action. The action resulted in a
brilliant victory on fhe presideﬁtial side and the prevention of a general
political crisis, the Deputies gave the final approval to a new Ukrainian
Constitution by a constitutional majority (315 votes) within about 24 hours.
President Kuchma thanked all deputies for their huge effort on the
constitutional process and all of the Ukrainian people over the fact that
Ukraine has become a state.

Following the adoption of the new constitution, the Cabinet of

Ministers tendered its resignation, Ministers were instructed to continue in

their positions until a new Cabinet was formed. Kuchma nominated

“ Ibid. no.26, 1996, p.24.
4 Summary of World Broadcast, Part 1, 28 June, 1996.
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Lazarenko as Prime Minister. Meanwhile, miners in the Donbass region
undertook strike action in protest at the non-payment of wage arrears.
“Several mines in Ukraine’s Donbass region went on strike to support the
demand of the Independent Miners’ Trade Union for the immediate
payment of overdue wages. The Chairman of the Independent Miners’
Trade Union Mikhail Volynets said that the government had not properly
negotiated with the union over the wage arrears.”*® However, an agreement
to end the strike was reached with the trade unions in mid-July for that
Lazarenko had to pay a price. A powerful explosion went off on the
highway that Pavel Lazarenko, head of the Ukrainian government was
taking to Borispol Airport. It was only by luck that a tragedy was averted.
After a brief medical examination, Lazarenko decided not to postpone his
visit to Donetsk, which he had undertaken in order to settle the conflict with
the striking miners. The failed assassination attempt on Lazarenko was
linked by some observers to his role in resolving the dispute. However,
Kiev again experienced a wave of demonstrations and rallies in October
1996 organized by teachers for their grievances. It was followed by mass
rallies at which protestors appealed to the Government to take measures to
stop sky-rocketing price. At the close of 1996, President Kuchma
expressed “I cannot be satisfied with the actions of the organs of power nor
with the situation in Ukraine. For I know perhaps better than anyone else

the depth of the problems and how difficult the life of our people is

“ Ibid., 5 July 1998.
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today”.*’” At the same time, he also talked about the positive achievements

and his commitment for building a sovereign and independent, democratic,
social and law-governed state in which individuals, their life and health,
honour and dignity, inviolability and security are recognized as the highest
values in society, truly, seriously and forever which may bring a new
change in all directions and sphere of life.

In his new year 1997 address to the nation, President Leonid
Kuchma stated that despite all the difficulties of the previous years,
Ukraine’s social and economic position had become sounder and concrete
policies would be formulated to concentrate on all out development of
Ukraine. He also mentioned that adoption of the Constitution was the
landmark event of 1996. A constitutional court was inaugurated in early
January. “The Chairman of the Constitutional Court, Ivan Tymchenko
stressed that the Court’s decisions are binding and those who ignore them
will be held responsible.”® Yet Kuchma’s assurances for better life failed
to satisfy coal miners who refused to start work in protest at overdue wages
like previous years. Coal miners’ strike since independence has become a
regular phenomenon of the Ukrainian social and political life as their
demand is genuine.

President Kuchma did not allow mass media to cover Parliament’s

work on the basis of high cost of live telecast on TV and radio coverage of

47

Leonid Kuchma, “5® anniversary of the Independence of Ukraine. Ukraine palace of
culture, 23 August, 1996, The Ukrainian Review (Toronto, Canada), vol.43, no.3,
Autumn 1996, p.11. .
Summary of World Broadcast, Part 1, 6" January, 1997.
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parliamentary work. His attempt to restrict the freedom of press and media
was severely criticized as it was a jolt in the way of Government's
commitment for more democratization. It was followed by the appointment
of Roman Bezsmertnyy, the President’s permanent representative in the
Supreme Council to regulate and keep eyes on the parliamentary activities.
Political environment of Ukraine once again became tense when “the
Chairman of the Ukrainian Parliament Aleksandar Moroz called for the
development of democracy in the country towards a parliamentary republic,
in which the President would be elected by the Supreme Council
(Parliament). This will not reduce the President’s influence but will make
consistency in the law-making process possible”.** This remark was made
by Moroz in reaction to the President Kuchma’s statement in which he
criticized the government for pursuing a policy which was not in tune with
the new situation (conditions of financial stabilization and lower inflation).
In the mid-February, President Kuchma dismissed Anatoliy
Khorishko from the post of Minister of Agriculture and Food and Leonid
Zheleznyak from the post of first Deputy Minister of Transport of Ukraine
on the ground that they have lost their feelings of responsibility. Kuchma
tried to consolidate his position over administration through a decree
approving a resolution on the Ukrainian President’s administration. The
head of the President’s administration, Yevhen Kushnaryov, told that “the

head of President’s administration who is appointed and dismissed by the

@ Ibid. 31 January, 1997. ,
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President is in the charge of the general management of the

5% Ppresident Kuchma dismissed the Finance Minister

administration”.
Valentyn Koronerskyy for serious shortcomings in his work and the
Statistics Minister Oleksander Osaulenko because of unsatisfactory
fulfillment of the tasks entrusted to the ministry. Barely two weeks bofore
he had sacked two ministers from their posts.

In the following months, Kuchma again blamed the government and
the Parliament for all the troubles in the country and criticized them. Lack
of coordination and confrontation again became an issue. President
Kuchma said, “the President is being criticized for the “anti-people, anti-
state’ policy, but the problem is not the policy approved by the Parliament.
By the way, the problem is the poor organization of work and the balancing
between the past and the future, which puts in danger the independence of
the country.™' This controversy resulted into the resignation of Ukrainian
Deputy Prime Minister Viktor Pynzenyk, in-charge of economic reforms.
Serhiy Tihipko was then appointed as deputy Prime Minister in-charge of
economic reforms. Valeriy Pustovoytenko, who was the head of Kuchma’s
election campaign during the 1994 presidential elections and regarded as
one of the politicians closest to the President was nominated as new Prime
Minister of Ukraine.

Leaving this political game, the scene on May Day was quite

different and opposite as the people on the one hand carried placards and

50 Ibid. 21* February, 1997.
st Ibid. 22™ March, 1997.
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shouted slogans such as ‘Criminals out of office!’, ‘Jobs, wages and social
justice!’, ‘Criminal bourgeoisie out!’, ‘Dismiss the President for not
meeting workers’ demand’ and ‘Power to the workers’. On the other hand,
in Lvov, 1000 policemen were needed to make it possible for 400
supporters of Marxist Leninist ideology to hold a May Day demonstration,
first time in five years, were insulted by their opponents.

The period from middle of 1997 to the end of 1997 was full of
political events. Beginning of this episode started with Kuchma’s
announcement before a TV talk show ‘Carte Blanche’ that he would not run
for a second term if significant changes were not made in the country’s
economy, though Kuchma later on made it clear that he is willing to contest
for a second term in December last. However, the opposition got a chance
and demanded that the process of dismissal of Kuchma should be initiated.
So far their demand for Kuchma’s impeachment and reasons given behind
this seemed sounder Oleksandar Yakovenko, a member of the Communist
faction emphasized that the third change of government in three years
shows that the policy pursued by the President had not found and would not
find anyone to implement it. Oleksandar Moroz, the Chairman of the
Ukrainian Supreme Council fuelled the fire by saying that from the legal
point of view, there were all grounds for initiating impeachment
proceedings against the Ukrainian President. Steps were taken by the
Ukrainian Parliament’s Committee for Legal Policy and Court and Legal

Reforms which were passed on to the Supreme Council for its decision to

51



begin impeachment proceedings to remove Kuchma, for abuse of power.
More or less the same view was expressed by Yosyp Vinskyy, a coordinator
of the socialist and peasant parties parliamentary faction. Socialists were
prepared to cooperate with all political forces to call for Kuchma’s removal
from power. In the faction’s view, it was quite obvious that the President
was taking steps aimed at ‘consolidating his authoritarian position’ and was
imposing his line on Parliament in order to secure unilateral advantages of
the elections.

In between, Anatoliy Holubehenko was appointed first deputy Prime
Minister by President Kuchma who also criticized the Parliament which
took the work of constitutional amendment as it was designed to stage a
constitutional coup d’etat. Victor Musiyaka, a deputy Parliament Speaker,
told the mass media that the statement by the President concerning a coup
d’etat made .no sense as it was an exaggeration and hyperbole that could not
signify any serious intentions.

However, at the close of 1997 the social-political environment was
getting hotter as the Central Electoral Commission of Ukraine approved a
resolution announcing the start of the election campaign in Ukraine in the
run up to the Parliamentary elections of 29™ March 1998. Meanwhile,
signing the new law on elections, Kuchma warned of the dangers of
populism and stressed the need to elect people who are competent and

possessed integrity and moral purity. He commented that “if Communists
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are elected to Parliament in March, 1998, Ukraine will find itself isolated in
the world” >

The study of the period (1991-97) shows a remarkable change and
continuity in Ukrainian political and social life. Ukrainé, since
independence, has experienced growth of political institutions, political
parties and ups and downs in political values. Any attempt to conclude this
chapter on the basis of historical-political development will be insufficient.
Without focussing much light on Ukraine’s overall development in
economic sphere and in international arena to understand the process of
continuity and change would be a half-hearted effort. How far has political
development of Ukraine led to the economic progress as well as helped it in
forming and shaping a new identity as a sovereign independent state in
international field would be subjected to discussion in the conclusive part of

this work.

2 Ibid., 17® November, 1997.
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CHAPTER 111

ECONOMIC DEVELOPMENT IN UKRAINE (1991-1997)

Since Ukraine declared its independence on 24 August, 1991 which
was officially ratified by the 1 December 1991 Referendum on
Independence, the main task for Ukraine was to transform its economy to a
more Western-type market-oriented system. Since then much has been said
and done about upland economic system which has required and will
continue to demand a comprehensive package of systematic economic
reforms. “The present state of Ukrainian economy can be termed as
transition economy, a common feature of East European countries which
are striving to move towards an ultimately free market system. More than
six years into independence, the Ukrainian goal to achieve free market
system is far from reality. The reason is not so simple but can be attributed
to the appearance that in the case of Ukraine there is no consistent
constituency or willingness to implement reforms. Every time Ukraine
embarks on reforms, certain forces (namely Parliament and interest groups)
appear to obstruct its path.”l

However, it is true that parliamentary process delayed and obstructed

in the way of economic reforms. But other reasons cannot be simply'

Mohammad Ishaq, “The Ukrainian Economy and the Process of Reforms”, Communist
Economies and Economic Transformation (Calfrex, Oxfordshire, U.K), vol.9, no4, 1997,
p.501.



ignored ‘in the period immediately after independence, implementation of
the economic reforms that would be required to transform the centrally
planned economy to one based on market principles was extremely slow,
and at times non-existent. There was a delay in laying out a comprehensive
strategy for economic reform.”

Economic Reforms: Formative Phase

The first Ukrainian President, Leonid Kravchuk, understood the need
for economic changes and supported a gradual reform of the economy
although a first programme of economic reform did not appear before April
1992. As a result of this, there was widespread criticism of the government
of Prime Minister Fokin for its failure to implement quick and effective
measures under the programme. Fokin’s government resigned after protest
against falling living standard, in October 1992. But the citizens of Ukraine
who supported Ukrainian independence in the referendum of December
1991, who wanted to live in a rich, developed state immediately forgot that
the current economic crisis of Ukraine is closely connected with the
heritage of the former centrally planned economic system. Many of those
constructive elements which will in the future play a crucial role in the
market economy were totally absent like commodity markets, capital
markets, and the money and credit markets, including the absence of

transitional institutional structure of the market economy.

2 Ibid, p.509.
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In centrally planned closed economies, commodity markets have
been treated mostly as internally oriented with weak external links outside
the borders of the national economy. Capital markets officially did not
exist since there were no different owners of capital factors and it was the
state which played the role of the sole distributor of the means of
production. There is also lack of experienced skilled professionals prepared
to take risks in an uncertain market environment. ‘“Unfortunately for
Ukraine, the designing and application of macro-economic policy was from
the very beginning of the economic reform inadequate for the economic
situation, there existed a quite primitive, old fashioned, classic approach to
monetary regulation”.> This transitional economic instability did not allow
many people psychologically to shift from a guaranteed state salary to a
risky business of their own. The study of major products of Ukraine and
their share iﬁ overall Sbviet production in 1990, shows that it was one of
the less developed republics in terms of production except in three branches
— agriculture and food, metallurgy and machinery. The products of these
three branches played a strategic role in the Soviet economy which helped
Ukraine in overshadowing its relative backwardness in the other area of

productions namely, textile, chemicals, paper and pulp industries and its

lack of timber.

Valentyn Yegorov, “Ukraine: Formation of a Micro-Economic Policy in a Hyperinflationary
Environment”, The Ukrainian Review (Toronto, Canada), vol. XLII, no.1, Spring 1994, p.23.
56



Economic Conditions: Prior to Independence

Before the demise of Soviet Union, the economies of the republics
were managed overwhelmingly by Union organizationé, half of the industry
was under direct Union control and two-fifths were under dual (Union and
republic) management. They left only 7-8 per cent under the direct control
of the republics. This system was gradually eased and “by1987 the share of
Ukrainian industry under Union and dual control was down to 55.1 per cent,
with the rest controlled directly from Kiev. But it should be noted that the
55.1 per cent included the defense industry and a major part of the
engineering, iron-ore production, metallurgy, coal mining, electricity
generation, and chemical industries — i.e. they remained under Union or
dual control”.*  This system (subordination) produced a system of
centralization and redistribution of resources (as the central Union
organizations disposed of the output of thesé industn'es» and were
responsible for their material and technical supplies) with Ukraine casting
permanently in the role of a donor.

In this background, the idea of economic independence was
supported not only by the opposition but also by the ruling Communist
Party. Ukraine only began to protect its national market in 1991 by

introducing coupons for most state-supplied products with the exception of

some basic foodstuffs. The Verkhovna Rada (Parliament of Ukraine)

Karoly Kiss and Volodimir, R. Sidenko, “Ukraine on the Way Toward Economic Stabilization
and Independence”, Eastern European Economics (Armonk, New York), Winter 1992-93,
p.72. '
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TABLE-3.1

MAJOR PRODUCTS OF UKRAINE AND THEIR SHARE IN OVERALL
SOVIET PRODUCTION IN 1990

Ukrainian
share in the
Ukrainian Union’s
Product production | production

(%)
Electric power (billion kWt/h) 298.4 17.3
Oil, including gas condensate (million tons) 005.3 00.9
Natural gas (billion m°) 030.8* 03.9°
Coal mining (million tons) 164.8 234
Cast iron (million tons) 044.9 40.8"
Steel (million tons) 052.6 342
Iron ore (marketable, million tons) 105.0 44.5
Mineral fertilizers (100% nutrient content, million tons) 004.8 15.1
Sulfuric acid (as a monohydrate, million tons) 004.2 15.4
Chemical fibres and yarns (thousand tons) 179.2 12.1
Synthetic resins and plastics (thousand tons) 839.6° 14.6°
Metal cutting machine tools (thousands) 037.0 22.6°
Tractors (excluding small horticultural power tractors, 106.2 21.5
thousands)
Raw timber (million compact m’ 010.6° 02.9°
— including timber for processing) 009.1° 03.1°
Sawn timber (million m°) 008.1 08.2°
Paper (thousand tons) 369.2 06.0
Cement (million tons) 022.7 16.6
Cotton fabric (billion m®) 000.6 07.7
Wool fabric (million m*) 072.0 10.2
Silk fabric (million m?) 283.0 13.7
Footwear (million pairs) 196.4 24.0
Grain (weight after processing, million tons) 051.0 234
Sugar beets (factory, million tons) 044.3 54.6
Potatoes (million tons) 016.7 26.2
Meat (million tons, 004.3 21.6
— including industrial produced meat) 002.7 21.1
Milk (million tons) 024.5 225
Granulated sugar (million tons) 005.4 64.3
Butter (thousand tons 447.5 24.6°
— including industrially produced butter) 443.8 25.5
Fish catches and other marine products (million tons) 001.1 10.1°

Source: Eastern European Economies (Armonk, New York), Winter 1992-93,

p.71.
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extended its legal control over all firms and economic organizations in the
territory of the republic on 6 June 1991. This resolution extending
Ukrainian control over economic organizations was the first concrete step in
realizing the Law on Economic Independence of 3 August 1990. Ukraine’s
declaration of independence on 24 August 1991 was followed by the Law
of 10 September 1991 proclaiming the full nationalization of Union
property on the territory of Ukraine by 1 December 1991”.° Steps towards
economic independence were also motivated by the fact that Ukrainian
leadership found the economic policy and measures of the federal
government more and more threatening. The state of the federal budget
became worse and there was no real hope of stabilizing it. On 3 July 1991,
the Verkhovna Rada adopted the Programme of Emergency Measures to
Stabilize the Ukrainian Economy and Resolve the Crisis. At the end of
October 1991, a new reform programme entitled ‘Tfle Principleé of the
Economic Policy of Ukraine under the Conditions of Independence’ was
endorsed by the Verkhovna Rada in order to reconstruct the economy.
However, adoption of these programmes did not produce positive results.
Ukraine has huge potentialities for economic development. These
include the fertile black-earth zones, its production potentiality in different
fields, commercially important inexhaustible coal mines, an extraordinary.
geographical location, its access to the sea and the promising scientist and

intellectuals working hard to take the country out from the economic

5 Ibid, p.80.
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instability. It is very important to understand that why then the people of
Ukraine have such a low standard of living. No doubt, political instability
and unwillingness of political leaders have worsened the living standard of
the common Ukrainian but the main reason is economic. “The existing
production capability of Ukraine was formed, exploited and developed not
on its own resource - natural, geo-economic and human bases, but as a part
of the potential of the huge territory of the former Soviet Union".® The
price liberalization introduced at the beginning of 1992 led to further
distortions of the economy in comparison with 1990. Internal economic
policies which were adopted under pressure from miners, transport workers
and other pressure groups have ended in hyper inflation and the whole
burden of these effects has fallen on the shoulders of the consumers. It has
caused a further intensiﬁcation of financial problems in other sectors and
continues to distort the economic structure.
Heavy Industries: Prospects and Revitalisation

The heavy industry plants which hold the dominant position in the
industrial output were built decades ago and use old equipment which
consumes much more energy than its requirement. Since Ukraine is not
self-sufficient in energy, it is extremely dependent on Russian supply of
energy. Prior to disintegration, Ukraine was the largest receiver of Russian

oil and gas products. “More than 50 per cent of the Russian net transfers or

6

Halyna Pukhtayevych, “The Current State of the Ukrainian Economy: Strategy and
Reform” , The Ukrainian Review (Toronto, Canada), vol. XLILno. 2, Summer 1994, p. 5.
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subsidies arising from trade in oil and gas was received by Ukraine,
accounting for approximately $ 3.5 billion or 3.6 per cent of Ukrainian GDP
in 1990”. In the early 1990s, both before and after the collapse of the
Soviet Union, the situation deteriorated significantly.  “This was
particularly evident in the case of Ukraine, which, immediately after
declaring independence in 1991, found itself at Moscow’s mercy for 88 per
cent of its oil and close to 100 per cent of its natural gas needs”.® The
energy crisis of Ukraine was greatly aggravated by the two main factors —
(a) reduced oil production in the Ukrainian oil field and

(b) chronic shortfalls of oil and finished petroleum products from the

traditional suppliers in Russia and Belarus.

In 1991, Ukraine’s own oil production declined by 5 million tons.
However, Russian oil and gas production too, had decreased sharply since
the late 1980s, which affecfed Moscov.v’s ability to supply fuel to Ukraine.
In looking for a solution to the energy problem in early 1992, opinion in
Kiev appears to have been divided. “Some were convinced that Ukraine
had no choice but to negotiate and cooperate with Russia and the other
members of the Commonwealth of Independent States (CIS). Others, in
contrast, believed that Ukraine had to diversify its sources of fuel by

locating suppliers outside the former USSR”.” In this connection, Kuwait

Gregory V. Krasnov & Josff C. Brada, “Implicit Subsidies in Russian-Ukrainian Energy
Trade”, Europe-Asia Studies (Oxfordshire, U.K.), vol.49, no.5, 1997, p.825.
8 Ibid, p.826.
Oles M. Smolansky, “Ukraine’s Quest for Independence: The Fuel Factor”, Europe-Asia
Studies (Oxfordshire, UK), vol.47, no.1. 1995, p.68.
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and particularly Iran were mentioned as the most logical partners with
whom Kiev should establish close economic ties.
Energy Crunch: Dependency on Russia

As Ukraine began to face its energy problems, it became obvious
that relations with Turkmenistan — second largest supplier of natural gas to
Ukraine — were also bound to be affected. “Turkmenistan signed
agreements with several former Soviet republics providing for gas
deliveries during the first quarter of 1992 at the price of 870 rubles
(approximately $8.00) per 1000 cubic meters. At the same time, Ashgabat
puts its customers on notice that during the second quarter, the price would
go up to 8000 rubles (approximately $ 73.00)”."° The difficulties which
Ukraine had encountered in relations with Russia and Turkmenistan, its
main fuel suppliers, prompted it to look for alternative sources of supply.
Iran séon emerged as Ukraine’s preferred trading partner. “On 29 January
1992, Kiev and Tehran concluded an agreement that provided - for the
delivery of Ukraine of 4 million tons of petroleum and 3 billion cubic
meters of gas a year. In return, Ukraine undertook to supply Iran with
petroleum products, chemicals, building materials, machinery and machine

tools”.!!

0 Ibid, p.69.
" Ibid, p.71.
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Economic Situation in 1992-1993

In the middle of 1992 a new complication arose when President
Yelstin made an announcement that the former Soviet republics which had
withdrawn from the ‘ruble zone’ — Ukraine being one of them — should pay
hard currency for the petroleum and natural gas they purchased from
Russia. In the meantime, Iran reiterated its willingness to sell oil to Ukraine
but made it conditional by demanding transfer of military related
technology as Ukraine had no hard currency. This development forced
Ukraine to shift its attention once again back to Russia and Turkmenistan.
In the following months, President Kravchuk publicly expressed his
administration’s desire to establish close economic cooperation with Russia.
But Ukrainian hope did not last long as Russia cut the amount of oil supply
guaranteed for 1992, from 15 million tons to 7.5 million tons. In a hopeful
development, a new agreement was signed on Russian gas and oil deliveries
to Ukraine, in early February 1993. It provided for the export of 603 billion
cubic meters of natural gas and some 20 million tons of petroleum in 1993.
But only a few days after the signing of the agreements, Prime Minister
Kuchma complained that “in breach of a commitment made by the Russian
government, no petrol had been delivered to Ukraine. Nor had any progress
been made on the price of petroleum. These considerations led Kuchma to

describe Russian-Ukrainian relations as his government’s ‘biggest
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headache’ and to conclude that ‘numerous Russian leaders’ were using the
‘oil whip’ on Kiev”."2

In March 1993, the Prime Ministers of 12 former republics (Latvia,
Estogia and Turkmenistan were absent) met in Surgut and set up an ‘Inter-
governmental Oil and Gas Council’ to come to grips with fuel crisis.
Throughout the year 1993, Ukraine continued to experiénce serious
difficulties in relations with its major supplier, Russia. Despite the recent
attempts by both governments to bring both the natural gas and the transit
prices closer to world market prices and to ensure Ukrainian payment for oil
and gas deliveries, the Ukrainian debt for past deliveries remains a
considerable force inﬂuehcing the relation between the two states. Russia
has financed a large part of Ukraine’s purchase of oil and gas despite its
own shortage of funds. The total amount of Ukrainian indebtedness to
Russia for energy deliveries was close to 95 billion in 1995.

The study of Ukrainian economy, 1992-93, shows a remarkably
different trend. “The monetary system collapsed, the balance of payments
deficit and the state budget deficit became deeper, and the situation in the
investment sphere became more acute, the standard of living of the people

continued to decline, and the stratification of the population by income level

and its polarization intensified. Thus anti-inflation policy led to the decline

12 Gregory V. Krasnov and Josff C. Brada, no. 7, p. 827.
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TABLE-3.2

ESTIMATED RANGE OF THE PRICE COMPONENT OF IMPLICT
RUSSIAN SUBSIDIES TO UKRAINE, 1992-1995

Total World Average Max.
Volume of | Market Price of Russian
Year Item Imports Price Imports Subsidy
(1) 2 3 (Million $)
4

1992 | Oil (m.tons) 34.1 $119.40 $42.20 2,632.52
Gas (bn.m’) 89.6 $075.10 $09.30 5,895.68

1993 | Oil (m.tons) 19.6 $105.70 $£80.00 503.72
Gas (bn.m’) 79.8 $083.50 | $49.80 | 2689.26

1994 | Gas (bn.m’) 69.1 $080.52 $55.30 1,742.70
1995 | Gas (bn.m’) 69.3 $080.52 $55.57 1,654.19
Total Russian subsidy to Ukraine 1992-1995 15,118.07

Source: Europe-Asia Studies (Oxfordshire, U.K.),vol. 49, no.5,
1997, p.830.

of the country’s economy”_.13 During this period, the gross national product
and national income fell by one third and the structural crisis increased.
From this point of view, it can be said that structural reorganization in
Ukraine has so far been in the opposite direction and has by no means
strengthened the social orientation of the economy.

For Ukraine, 1993 was a year of major socio-economic
disappointment.  Official statistics recorded a 14 per cent decline in
Ukraine’s gross internal product and a 15 per cent decline in national

income compared with 1992. Industrial product declined by 7.4 per cent.

12 Halyna Pukhtayevych, no. 6, p.5.
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State capital investment declined by 22 per cent, inflation rose on average
as high as 70 per cent a month, production fell by 31 per cent in light
industry, freight traffic dropped by 29 per cent, the only positive sign
noticed from agricultural sector where output increased by 7.3 per cent as a
result of high crop yields and powerful credit support for agriculture by the
state. However, by May 1993, “political problems cast a shadow over
Ukraine’s economic reforms. Parliament rejected Kuchma’s request for an
extension of extraordinary powers. The economic reform process came to a
virtual standstill and previous decrees were cancelled and the imposition of
administrative controls over nearly all prices provided a powerful impetus
to corruption and growth of the unofficial economy”.'*

So in the first two years after independence no restructuring progress
was made and the economy collapsed. Inflation touched a new low and
little or no progress had been made on privatisation “in order to counteract
the already developing rapid transition to a market economy the Verkhovna
Rada dominated by former forces stopped privatisation with 180 to 62
votes. All selling of state property was to be discontinued by 12 August
1994. The government was urged to revise the list of the 29,000 firms
singled out for privatization and to present a list of transport, energy and

communication firms which should not be privatized”."> The election of

Leonid Kuchma as President in July 1994 saw the beginning of a new

14

Mohammad, Ishaq, no.1, p.509.
Gert Weisskirchen, “The Ukraine at Crossroads”, Aussenpolitik (Interpress), voi\.45, no.4.
1994, p.326.
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phase. Some far-reaching reform programmes were introduced and
Kuchma moved to restore the privatization process which had been halted
by parliament a few months earlier “Within the framework of property
relations reform policy, the Ukrainian parliament had already passed
fundamental laws on privatization by the spring of 1992”.'° It created a
good legal basis for reform. But process of privatization in Ukraine had
been slow; this was partly due to delays in establishing a proper legal
framework and bureaucratic obstacles and partly to a lack of enthusiasm by
certain officials.
Privatization: First Priority

In the year prior to privatization, Ukrainian firms on an average
experienced a major reduction in employment and sales volume, reflecting
the economic difficulties faced by the country. There are indications that
the pre-privatization pattern has changed‘ after the transfer of ownership.
“There were stronger signs that a majority of enterprises were achieving
sales volume growth and increasing their product range. Over three-fifth
(61%) reported increases in sales volume and almost two-fifths (39%)
increases in their product range. Growth in the number of employees was
less strong, with only 17% recording an increase whilst 31% reduced

employment levels.”"”

A. Sekarev, “Ukraine: Crisis on the Basis of Vague Economic Policy”, Problems of Economic
Transition (Armonk, New York), vol.37, no. 9, January 1995, p.47.
Igor Filatotchev, Yves G. Van Frausum, Mike Wright and Trevor Buck, “Privatisation
and Industrial Restructuring in Ukraine”, Communist Economic Transformation (Carfex,
Oxfordshire, U.K.), vol. 8, no.2, 1996, p. 191.
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Positive trends are also noticed in the field of marketing and

financial skills. “Over two-fifths of enterprise managers claimed that since

privatization, the quality of their workforce had improved and in only 6% of

cases had it worsened. The biggest increase experienced post-privatization

TABLE-3.3
EMPLOYEES, SALES VOLUME AND PRODUCT RANGE SINCE
PRIVATISATION
Increased | Increased No Decreased | Decreased
more | Upto 10% | Chang Upto More than
than 10% e 10% 10%
No. of 07.0 10.0 52.0 19.0 12.0
Employees
Sales volume 16.0 45.0 16.0 08.0 15.0
(not value)
Product range 04.0 35.0 53.0 05.0 03.0

Note: Sample Size — 100

Source: Communist Economies and Economic Transformation (Carfex, Oxfordshire,
U.K)), vol. 8, no.2, 1996, p. 192.

has been in respect of both the training and recruitment of managers with

marketing skills. There has been a fall since privatization in the proportion

of firms training and recruiting managers in finance but an increase has

been noticed in recruitment of managers with technical skills”'®. Revenue

from new products, from letting of land and buildings and from sales of

* Ibid, pp.192-93.
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TABLE 3.4

TRAINING AND RECRUITMENT
(in percentage)

In Year Between
Before Privatisation
Privatisation | And Survey
Recruitment of managers with marketing skills 16.0 26.0
Recruitment of managers with finance skills 21.0 20.0
Recruitment of managers with technical skills 15.0 20.4
Training of existing managers in marketing skills 36.0 40.0
Training of existing managers in finance skills 45.0 42.0
Training of existing managers in technical skills 35.0 35.0

Note: Sample Size = 100

Source: Communist Economies and Economic Transformation (Carfex,
Oxfordshire, U.K.), vol. §, no.2, 1996, p. 193.

surplus equipment have been the main sources of raising funds since
privatization. New bank loans have been more in evidence than issuing
further shares to existing shareholders as a source of finance.

With the appointment of Yuri Yekhanurov as chairman of the State
Property Fund (SPF) who described himself as the ‘Terminator’ of the old
system of state ownership, marked a new drive in the privatization
campaign. “While the actual supervision of the privatization process was
the responsibility of two Ministries: The Ministry of the Economy and the
Ministry of Demonopolisation and Destatisation. President Kuchma,
however, transferred this supervisory role to the SPF so that Yekhanurov

became in effect, the privatization supremo”.'” During the latter part of

19

The Ukrainian Review (Toronto, Canada), vol. 42, no. 1, Spring 1995, p.73.
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SOURCES OF FINANCE SINCE PRIVATISATION

TABLE 3.5

No Upto 10% | 10-25% 25-50% More than
Action Of Sales of Sales of Sales 50% of
Taken Volume Volume Volume sales
volume

Sale of land and 094.0 005.0 00.0 00.0 00.0
Buildings
Letting of land,
Equipment and 060.0 035.0 03.0 01.0 00.0
Buildings
Sale of surplus 066.0 027.0 06.0 00.0 00.0
Equipment
New bank loans 066.0 028.0 02.0 02.0 00.0
New share issues
To existing share 073.0 022.0 03.0 01.0 00.0
Holders
New share issues
To new share 091.0 009.0 00.0 00.0 00.0
Holders
Increased
revenue from 061.0 022.0 13.0 04.0 00.0
New products
Introduced

Note: Sample Size = 100

Source: Communist Economies and Economic Transformation (Carfex,
Oxfordshire, U.K.), vol. 8, no.2, 1996, p. 196.

November 1994, there had been a deadlock between the Parliament and the
President over the question of economic reform through decrees. However,
in January 1995, “the Cabinet gave its ‘outline approval’ to the privatization
of 22,700 ‘entities’ including 13,500 small and 8,400 medium and large
businesses and 1,200 unfinished construction projects”.20 But the left-

wingers in Parliament opposed privatization in principle on the ground that

» Ibid., p.74
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strategic enterprises of the defence should be excluded from this process.
“The CPU is one of the most conservative successor parties in the whole of
the former Soviet bloc. it stood for the rebirth on a new and exclusively
voluntary basis of a union of the fraternal peoples of the independent states
formed on the territory of the USSR. Moreover, in domestic politics, it
showed little evidence of ‘social democratization’ resolutely opposing all
aspects of privatization and market reform”.2' The privatization process
which announced by Yekhnurov in late 1994 included:
a) small privatization schedule to be completed by the end of 1995;
b) enterprise directors and pensioners will have priority of access to the
shares of the enterprise where they work or worked;
c) all citizens will receive a privatization voucher to be used in purchasing
shares;
d) the state property fund will be in charge of preparations for privatization
and auctions of large corporatised enterprises.
1994: Economic Condition and Problem of Unemployment
Official economic statistics provided a deeply troubling portrait of
the social and economic situation of Ukraine in 1994. “The country’s gross
domestic product (GDP) had declined by 26 per cent in comparison with the

first six months of 1993, and national income produced had fallen by 28 per

cent. The sectors of industry that have suffered the most dramatic declines

? Andrew Wilson, “The Ukrainian Left: Still a Barrier to Reform?”, The Ukrainian Review
(Toronto, Canada), vol. 44, no. 1, Spring 1997, p.32.
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include oil refining, chemicals, the fuel-energy complex, machine building
and metal working and building materials”**> Recently there appeared to
have been some improvement with the decline of GDP having slowed to 10
per cent in 1996. Industrial production had also fallen consistently since
1991. There was a huge fall of 30% in 1994 but in 1995, the fall was much
less dramatic — 13.5%. The figure of 1996 was even more promising

showing a fall of only 5.1%.

TABLE 3.6

GDP AND INDUSTRIAL PRODUCTION, 1991-1996

(Percentage change since preceding year, at constant prices)

Real GDP Industrial Production
1991 -12 -05.0
1992 -17 -06.4
1993 -17 -08.3
1994 -23 -30.0
1995 -12 - =135
1996 -10 -05.1

Source: Communist Economies and Economic Transformation (Carfex,
Oxfordshire, U.K), vol. 9, no.4, 1997, p. 502

The situation regarding unemployment since the end of 1991 had
been rather confusing. “The Communist governments operated a full
employment policy under which it was practically illegal to be unemployed.
One side effect of this, was that many enterprises were seriously
overmanned”.”> The biggest problem in trying to determine the extent of

unemployment in Ukraine is the existence of hidden unemployment, which

2 David R. Marples, “The Ukrainian Economy in the Autumn of 1994: Status Report?”, Post-

Soviet Geography{Columbia, USA), vol. XXXV, no. 8, October 1994, p.485.
Mohammad Ishaq, no.1,p.502.
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is not recorded, in official statistics. Official figures understate the actual
level of unemployment because in reality there has been a sharp fall in
employment. For a country like Ukraine which has never in its recent
history experienced significant unemployment, such a situation would bring
many negative implications.

TABLE 3.7

UNEMPLOYMENT AND LABOUR FORCE IN UKRAINE, 1991-1996

Number Labour Unemployment
Year Unemployed Force As % of
(thousands) (millions) Labour force
1991 007.0 25.0 00.0
1992 070.5 245 00.3
1993 083.9 234 00.4
1994 082.2 222 00.4
1995 126.9 220 00.5
1996 351.1 - 01.6

Source: Communist Economies and Economic Transformation (Carfex,
Oxfordshire, U.K.), vol. 9, no.4, 1997, p. 503.

New Priorities in Agriculture

Since the break-up of the USSR, Ukraine’s performance in the
agricultural sector has been negative. The area of agricultural lands in the
country has declined significantly. “The total area devoted to ‘foodgrains’
has declined significantly since the 1980s and food crops have been
replaced with ‘forage crops’. Due to extreme heat and dry conditions in the

summer of 1994, some 3 million hectares of crops were destroyed, six times
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more than in 1993”.** In 1995, agricultural GDP decline was recorded by

90 %. This situation is complicated by the negative trend — the outflow of
population from the villages to the towns. The process of privatization has
~ offered a job opportunity to the young people. Evacuating the villages by
the young lot has put extra pressure on elderly class, who is physically unfit

to work in agricultural farms.

TABLE 3.8
GRAIN HARVEST OF UKRAINE, 1990-1994
(Million tons)

Year _ Harvest
1990 34.90
1991 38.67
1992 38.50
1993 44.50
1994 36.00

Source: Post-Soviet Geography (Columbia, USA), vol. XXXV, no. 8, October 1994,
p. 486.

Inflation: Counter Measures

Inflation has been one of the most acute problems, which Ukraine
has experienced since independence. The annual figures highlight the
volatile nature of Ukraine’s inflation rate. In 1991, the rate was 194.4% and
it reached 86% in 1993, since then it has come down to the lowest level of
70% in 1997. “Before 1994, Ukraine had one of the highest consolidated

public deficits as a percentage of GDP in the CIS and had experienced the

u David R. Marples, no.22, p.486.
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first and most dramatic episode of hyper inflation in the region. When the
Central Bank put a halt on credit expansion in the last days of 1993,
inflation dropped almost immediately”.”® Price liberalization was the
initial starting point driving the rise in inflation. It was initiated in
order to stimulate a rapid rise in domestic production in response to higher

market prices to bridge the gap between aggregate demand and aggregate

supply on the domestic commodity market. “But the total misbalance of the

TABLE 3.9

ANNUAL INFLATION RATE

(measured as consumer prices, annual average)

Year Inflation Rate (%)
1991 0194.4
1992 2600.0
1993 8600.0
1994 0891.0
1995 0380.0
1996 0080.0
1997 0070.0

Source: Communist Economies and Economic Transformation (Carfex,
Oxfordshire, U.K.), vol. 9, no.4, 1997, p. 504.

material structure, which proved to be beyond administrative control,
resulted in aggregate demand for money, led to a general crisis of payments
and demands”.?® The rise in prices was the main cause of, a drop in the

level of production. The highest rate of price increase was observed in fuel

George de Menil, “The Volatile Relationship between Deficits and Inflation in Ukraine, 1992-
96", Economics of Transition (Oxford University Press), vol.5, no.2, 1997, p.485.
Valentyn Yegorov, no. 3, p..24
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and energy production as well as in other industries dealing with raw
materials. However, the average prices for raw materials grew faster than

that of other products. “As a result of uneven price increaée, the wholesale
prices of industrial products in Ukraine rose in 1991 by a factor of 2.6 in
1992 by a factor of 111, and in the first 8 months of 1993 by a factor of

2,235.°%

MONTHLY GROWTH IN WHOLESALE PRICES

times ,
T 2500

2000

1500

500

Source :- The Ukranian Review (Toronto, Canada), vol. XLII, no.1, Spring 1994,
P.25

The central government budget- is one of the most important
indicators of stabilization in the process of transition economy. Since

independerice, the government budget has been in constant deficit. “In

7 Ibid., pp. 24-25
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1991 the deficit was 14.1% of GDP. The budget deficit in 1995 represented
7.9% of total GDP, failing to meet the 7.3% target set by the IMF. In 1996,
it had come down to 5.6% of GDP but still failed to meet the IMF target”.?®
In Ukraine, the financial institutions, inherited from central planning were
inadequate for performing the basic roles required in the transition to a
market economy. The Ukrainian National Bank was officially established
in June 1990 but there was no independent monetary, credit or fiscal policy
in Ukraine before 1992. At present there is a number of obstacles to an
effective monetary policy.
Balance of Trade: Search for New Trade Partners

Since 1992 Ukraine has largely had a deficit on its balance of trade.
Trade with the FSU (former Soviet Union) remains important. Though the
country’s balance of payment, intra-CIS relations included, showed a deficit
of $3 billion in between December 1993 and 1994, within this trade outside
the CIS showed a slight surplus. Ukraine’s trade with the former Soviet
Union has been in deficit ever since 1992. Ukraine has largely had a deficit
on its balance of trade, which stood at —3598 million US dollars at the end
of 1996. Export reached their highest level in 1996, but imports also

continued to increase and rose by 18% in 1996.

# Mohammad Ishagq, no. 1, p.505.
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TABLE 3.10
UKRAINIAN FOREIGN TRADE (INCLUDING FSU) 1991-1996
(in millions of US Dollars)

Total Total Overall

Exports Imports Balance
1992 11308 11930 -0621
1993 12796 15315 -2519
1994 13894 16469 -2575
1995 14244 16946 -2702
1996 16398 19996 -3598

Source: Communist Economies and Economic T ransformation (Carfex,
Oxfordshire, U.K.), vol. 9, no.4, 1997, p. 507.

Foreign debt has been increasing since 1992. Most of the debt is the result
of money owed to Ukraine for imports of oil and gas. Much needs to be
done particularly in the area of economic reform in order to improve the
prospects of the Ukrainian economy. Budgetary and monetary discipline,
not yet established are going to be a crucial element for stabilization. The
Ukrainian economy is doing worse than other transition economies of
Eastern Europe. GDP, the general Indicator of economic activity has
continued to fall and in comparison to other nations it has fallen by a large
amount. Although the table shows that the unemployment rate is low
compared with the other nations, but this does not reflect the true picture as

official estimates are grossly unreliable.
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TABLE 3.11
UKRAINIAN ECONOMY: SOME COMPARATIVE INDICATORS,

1996
Unemployment | CPI° (annual | GDP? (at constant | Trade balance®
rate? Average %) | prices, % change) ($billion)
Bulgaria 10.4 74.1 -2.6 0.2
Estonia 4.1 264 3.0 -0.8
Latvia 7.1 16.2 1.5 -0.4
Russia 9.2 317 66 127
Slovakia 12.3 52 7.1 1.2
Ukraine 1.0 80 -10 -0.6

Source: Communist Economies and Economic Transformation (Carfex,
Oxfordshire, U.K.), vol. 9, no.4, 1997, p. 508.

Economic Reforms: Under Kuchma

Since Kuchma became President his commitment to economic
reform has been in little doubt especially if compared with the period under
Kravchuk’s presidency. The problem which remains is that despite the
passing of various laws and adoption of reform programme, progress on
economic reform is still very slow relative to other transition economies.
Although Ukraine is today one of the most politically stable countries on
the territory of the former USSR but in the absence of a clear legislation the
investment climate has been badly affected in Ukraine. The flow of foreign
direct investment remains relatively low in comparison with other
transition economies. “The slow rate of economic reform has also been

overshadowed to an extent by the proliferation of crime, particularly
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economic crime.  Specific types of economic crime have included
exploiting opportunities to collect illegal rents, and to convert public
property into private profit”.”’ The scale of foreign investment in Ukraine
is presently 3-7 times lower than in other east European countries. Both the
state and individual enterprises and organizations are currently actively
engaged in attracting foreign investment into the Ukrainian economy. “The
first significant event which allowed Ukraine to present itself as a potential
object of investment was the international conference ‘Investment in
Ukraine’ hosted by the Adam Smith Institute (London) in May, 1995. The
second ‘Investment in Ukraine’ Conference was organized by the British
Company Euroforum in Keiv on 12-13 March, 1996”°°  Recent
developments fostering foreign investment in Ukraine include the

establishment of the Consultative Council on Foreign Investment in
Ukraine éhaired by the Prime Minister and the State Investment Company
and also the Fund for the support of pre-export guarantees projected by the

World Bank. Thus, Ukraine which has a significant investment potential is

gradually making itself known as a promising country for investment.

29 .
Ibid., p.513..
30 Olena Kozak, “Foreign Investment Market in Ukraine”, The Ukrainian Review (Toronto,
Canada),vol. 43, no.2,Summer 1996, p.11.
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TABLE 3.12
FOREIGN INVESTMENT IN SELECTED TRANSITION ECONOMIES BY
THE END OF 1994 AND 1995

(in US dollars, cumulative totals)

Country 1994 1995
Ukraine 569.0 million 750.0 million
Poland 004.3 billion 006.0 billion
Czech Republic 003.1 billion 004.0 billion
Hungary 007.0 billion 010.0 billion
Slovakia 552.0 million 732.9 million

Source: Communist Economies and Economic Transformation (Carfex,
Oxfordshire, U.K.), vol. 9, no.4, 1997, p. 513.

The overall economic situation in a number of central and eastern
European countries appears a bit stronger in the second half of 1997 than in
1996. Ukraine has made additional progress in stabilization although
output continued to decline. “Ukraine has made further progress on the
stabilization front with consumer price inflation falling to 10.6 per cent on a
yearly basis in September 1997. Output continues to decline with very
preliminary official statistics showing GDP down by 5 per cent in the first
nine months of 1997 relative to same period in 1996”.%' However, as the
Ukrainian Prime Minister Pavlo Lazarenko had predicted in the beginning
of 1997 that there would be a drop in Ukrainian economy became true.
“Ukraine’s GDP in the first 11 months of 1997 shrank by 4 per cent.

Industrial output in the first 11 months totalled 67 billion bryvnyas, a fall of

3 OECD, Economic Outlook (Andre-Pascal, Paris), December 1997, p.140.
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1.8 per cent on the same period of 1996. The fuel, iron and steel and
nonferrous metal industries showed grdwth rates of 4.3 per cent, 9.1 per
cent and 3.0 per cent respectively”.’? Overall the economic performance of
Ukraine in 1997 can be said to be a mixed performance because in some
sectors it showed a positive growth while other sectors registered negative
trends. “The food sector was hard hit in terms of falling output, declining
by 14.8 per cent in first 11 months. Agricultural output fell by 6.5 per cent
and output fell by 5.7 per cent in the timber, pulp and paper industries.
Consumer inflation between January and November was 8.6 per cent,
» 33

compared with 3.5 per cent in the same period of the previous year”.

TABLE 3.13
UKRAINE KEY ECONOMIC INDICATORS

Ukraine 1994 1995 1996 Estimates
1997
Output -19.0 -12.0 -10.0 -04.0
Inflation 101.0 181.0 040.0 012.0
Unemployment 000.0 001.0 002.0 002.0
Fiscal balance -08.2 -05.0 -04.0 -05.0
Current account -01.4 -01.3 -01.0 -01.8

Source: OECD Economic Outlook (Andre-Pascal, Paris), December 1997, p.140.

In the field of trade, Russia remains the major partner of Ukraine. In
the year 1997, Ukraine traded with 186 countries. “Exports were mainly to
Russia (26.4 per cent), China (8.3 per cent), Belarus (5.9 per cent), Turkey

(4.5 per cent), Germany (3.8 per cent), Poland (2.7 per cent) and Italy (2.6

2 Summary of World Broadcast, 2™ January 1998.

» Ibid., 9" January 1998.
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“

per cent). Most imported goods came from Russia (46.5 per cent of the
total), Germany (7.4 per cent), Turkmenistan (5.4 per cent), the USA (4.2
per cent), Poland (3.3 per cent), Kazakhstan (2.5 per cent), Belarus (2.4 per
cent) and Italy (2.3 per cent)”.34 To sum up, Ukraine’s performance in 1997
economically has made it possible for the government to consolidate the
stabilization process in 1988 and create the conditions for economic growth
of Ukraine.

But why is it that after seven years of independence the progress on
economic reform in Ukraine has not been satisfactory? How far has
economic stabilization contributed to the growth of economy and economic
institutions? Many questions are left unanswered. [ will try to relate the
problems of economic growth with political instability in Ukraine in the

conclusion of this work as well as try to satisfy all unanswered questions.

M

Ibid, 9™ January 1998.
83



CHAPTER - IV



CHAPTER IV

UKRAINE’S RELATION WITH RUSSIA AND THE WEST

December 1, 1991 is memorable not only because on that day
Ukraine declared itself independent after more than three centuries of
Russian domination, but also because the election of Kravchuk marked the
beginning of a new pattern in the country’s political life. “From the very
first day of his tenure, the government of Kravchuk pursued highly visible
pro-Western/Central and East European countries (CEEC) and anti-
CIS/Russia political and secuﬁty policies”.! Ukraine’s emergence as an
independent state has produced a curious result. It has highlighted
previously submerged differences among Ukraine’s many distinct regions
and ethnic groups. “Crimea’s complex history and politics make it the
region most likely to secede from Ukraine. Populated largely by ethnic
Russians and Russian speakers, it was part of the Russian State since its

2
conquest”.

Although, 54 per cent of Crimean residents voted for Ukraine’s
independence from Russia in December 1991, the Crimean election has
demonstrated that the earlier political consensus has fallen apart.

The very principles of democracy and self-determination that led

Ukraine to independence today threaten its territorial integrity. The form of

Roman Wolczuk, “Ukraine and Europe: Relations Since Independence”, The Ukrainian
Review (Toronto, Canada), vol. 44, no.1, Spring 1997, p.40.

2 Eugene B. Rumer, “Furasia Letter: Will Ukraine Return to Russia?” Foreign Policy
(Washington, D.C.), no.96, Fall 1994, p.134.



nationalist ideology adopted by the Ukrainian leadership in 1991 is
now creating problems for Ukraine. Hence, “Ukraine’s independence from
Russia and Ukraine’s relationship with it have become the crucial elements
of Kiev’s domestic policy and politics. Ukraine’s independence was
achieved from Russia. Presumably, it also had to be maintained against
Russia”.> However, to increase tensions with Russia would clearly not be
in Ukraine’s advantage. But diversification of the conflict, which Ukraine
did after independence, may help it in escalating conflict, without allowing

the tension to subside.

Ukraine is home to a number of compactly settled minority
populations. “The Russians predominantly residing in the republic’s
eastern and southern oblasts, including Crimea. On the Western frontier in
Transcarpathia, there are also several signiﬁcant settlefnents of ethnic
minorities, the most important are the Ruthenians, Hungarians and
Romanians. Ukraine has a small Jewish population, the majority of which
reside in the capital, Kiev”.* Before independence, the Communist Party of
Ukraine (CPU) sought to raise fears in the ethnic minority that do not
support Rukh (the People’s Movement of Ukraine) because Rukh is the
reactionary bearer of ethnic nationalism and would support poligies that

sponsored the forced Ukrainianization of national minorities. Rukh denied

Ibid., p.135.
Charles, F. Furtado, Jr., “Nationalism and Foreign Policy in Ukraine”, Political Science
Quarterly (New York), vol.109, no.1, 1994, p.92.
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such an aim and made it clear that it categorically rejects any state
sponsored discrimination on the basis of ethnicity ‘“against ignoring the
national interests of Russians or representatives of other nationalities, which
...live on the republic’s territory. They must have the genuine right to open
schools or classes, with instruction in their own languages; to create
societies of compatriots; to form associations; to have their theatres and
press; and to propagate the values of their peoples™.”

In this context, what is important to 1-1nderstand is that prior to
independence and after it, a faction of Ukrainian party leadership led by
Leonid Kravchuk seized the politically potent bandwagon of Ukrainian
nationalism in a bid to salvage their political careers. To the contrary,
“Ukrainian elites, both in government and opposition, have adopted an
approach of social nationalism that has sfudiously sought to avoid exclusive
ethnic criteria as a condition of citizenship or of economic and social
advancement”.® However, Crimea remains the bone of contention between
Russia and Ukraine.

Crimea: A Decisive Factor in Ukrainian-Russian Relations

The impact of Soviet nationalist policy and Russiaﬁ historiography
have influenced to a great degree contemporary Ukrainian-Russian
relations. Before the August 1991 coup d’etat Ukraine and Russian
Federation were united in their opposition to the Sov.iet Centre and Mikhail

Gorbachev. After the collapse of the USSR, President Boris Yeltsin’s

5 Ibid, p.93.
¢ Ibid, p.92.
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supremacy over Gorbachev and Ukraine’s declaration of independence, the
former Soviet Centre was transferred to the Russian Federation and the axis
of confrontation then shifted from Gorbachev-Yeltsin to Yeltsin-Kravchuk.
The priority changed for Yeltsin and Gorbachev from a Soviet/Russian
power struggle to one of maintaining a confederal Soviet Union and
preventing at all cosfs, Ukrainian secession.

However, Russia failed to do so. After independence, Ukraine
refused to discuss the status of the Crimea with Russia, believing it purely
an internal matter of the country. But the Russian thinking is opposite to
the Ukrainian belief. The former Vice-President of Russia Alexander
Rutskoi said, “Crimea must never be allowed to be Ukrainian because from
time immemorial, it has been Russian land and it is soaked with the blood
of our ancestors”.” Many Russian nationalist groups have developed close
working relations with extremist groups in Crimea and have established
regional branches of the National Salvation Front (NSF).

Ukrainian-Russian relations continued to worsen over Crimea.
Throughout 1992-93, the Russian Parliament escalated its demands towards
the Crimea and Sevastopol. The Russian Parliament passed a resolution in
May 1992 declaring the 1954 transfer of Crimea illegal. In the following
months, the Russian Parliamentary factions made it clear that Sevastopol

has a special status and it should not be under Ukrainian sovereignty.

? Taras Kuzio, “Russia-Crimea-Ukraine: Triangle of Conflict”, Conflict Studies (London),
267, January 1994, p.14.
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Situation changed by the time and in July 1996, “the Ukrainian government
had issued an order to open a border-crossing checkpoint at the Sevastopol
Commercial Seaport for purposes of internatioﬁal traffic, giving foreign
non-military vessels the right to enter the port. Previously the Sevastopol
port, the base of the Black Sea Fleet, was closed to foreign ship”.®
It would be a grave mistake to describe the Crimea as a Russian,
united, homogeneous unit. “In the Crimea the potential for a crisis exists
because of the presence of two factors — Tatars who are now subjugated
under new rulers after the collapse of the USSR and a large Russian
minority that came to Crimea only after the Second World War now finds
itself abroad. The forced deportation of the Tatars in 1944 fundamentally
changed the ethnic balance of the Crimea. Ethnic Russians were brought in
to fill their place. Tatars only began to return to Crimea in the Gorbachev
period”.’ In the December 1991 Ukrainian independence referendum, the
Crimea gave the lowest vote — 54 per cent in a low turnout (65 per cent).
This was higher than the predicted 45 per cent for the Crimea. Until
January 1991, it was an oblast like any other in Ukraine. “The growing
Ukrainian nationalist movement during 1989-90, led to a drive for
separatism in the Crimea, headed by Nikolai Bagrov (then chairman of the
Crimean oblast council and first secretary of the Crimean Communist

Party)”.' A month after the Ukrainian declaration of independence the

The Current Digest of Post-Soviet Press, vol. XL VIII; no.30 (1996).
Taras Kuzio, no.7, p.19.

10 Ibid, p.20.
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Crimean Parliament adopted its own declaration of sovereignty. And in the
beginning of 1992, there began a campaign to collect signatures to hold a
referendum on the Peninsula’s fate, which soured relations with Ukraine.
Nationalist groups in Ukraine demanded tough action against Republican
Movement of the Crimea (RDK).

Relations between the Crimea and Kiev further deteriorated on the
issue of deleting the words “within the confines of Ukraine” from the
opening line “The Crimean republic is a democratic state...”.!" However,
the Ukrainian Supreme Soviet adopted the Law on the Constitution of the
Autonomous Republic of Crimea in March 1996 which reads “The Crimean
Constitution is declared to be an integral part of Ukrainian law that éannot
be changed unilaterally. In the text of the Crimean Constitution, the law
changes the words ‘citizens of the Republic of Crimea’ to ‘citizens of
Ukraine living in Crimea’, ‘the people of Crimea’ to ‘the population of
Crimea’ and the name ‘Republic of Crimea’ to ‘Autonomous Republic of
Crimea’."? President Kravchuk sent a strongly worded open letter in April
1991 to the Crimean population condemning the referendum campaign and
warning that Kiev would not tolerate any border changes.

The Crimea is a far more complex problem than most Western
accounts acknowledge. The northern part of the Crimea is.predominantly
Ukrainian and it is least influenced by the decision of Simteropol or

Sevstopol. “The Ukrainian minority in the Crimea, nearly a third of the

n Ibid, p.21.
12 The Current Digest of Post-Soviet Press, vol. XLVIII, no.12 (1996).
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population, was subjected to an overwhelming policy of rustication during
the Soviet era. During 1990 and 1991, particularly, physical violence
occasionally occurred against them, or meetings were banned and premises
refused”.” It was only during the second half of 1992 that Kiev began to
take note of the conditions of its co-nationals in the Crimea. The Tatars
who have returned to Crimea from their enforced exile on the whole, are
solidly pro-Ukrainian. In the on-going territorial dispute between Moscow
and Kiev over the Crimea, the Tatars have always backed the latter. With
the formation of the Crimean Tatar National Movement (OKNR) the
question of Crimea has become more complex.

In March 1996, Ukrainian Supreme Council approved the Crimean
constitutidn but refused to recognize some articles which make Crimea a
subject of international law. Between April 1996 to Janugry 1997, several
efforts were made to intemationalize the Crimean issue. According to the
Moscow Mayor, Yury Luzkhov, “The Russian side is prepared to seek a
peaceful solution to the problem of Sevastopol, but the trouble is that the
Ukrainian side is unwilling to discuss it with Russia. If this attitude
persists, this matter will be taken to the World Court”.'* Russian claim over
Crimea, mainly its southern part seems a security and strategic compulsion.
In the words of Moscow Mayor, Yury Luzhkov, “Russia’s rights to the city
of Sevastopol are confirmed by documents. There were never any

documents transferring Sevastopol to Ukraine. It was a separate

Taras Kuzio, no.7, p.25.
¥ ° The Current Digest of Post-Soviet Press, vol XLIX, no.3 (1997).
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administrative unit. Sevastopol was and always will be a city of Russian

Federation, ‘a city of naval glory’ without which Russia’s southern borders

will not be able to withstand various geo-political shifts. The city’s status
9 |5

has a direct bearing on Russian security”.

The Black Sea Fleet Agreement: Beginning of a New Phase

From the security point of view, “the signing of three inter-
governmental agreements on the Black Sea Fleet (BSF) on 28 May 1997 by
Russian Prime Minister Viktor Chernomydin and then Ukrainian Prime
Minister Pavlo Lazarenko came as a surprise”'® because attempts to divide
the Black Sea Fleet during 1992-93 had failed. The Russian side had less
inclination to divide the Fleet, arguing that it could not physically be
undertaken. “In June 1992 a summit was held between President Kravchuk
and Yeltsin at Dagomys. The 18-point agreement resolved to divide the
Fleet in equal proportion by 1995, but agreement collapsed and both
Presidents had to hurry to Yalta to sign a second agreement two months
later. The Yalta agreement more clearly spelled out how the Fleet would be
staffed and supplied”.'” But the situation deteriorated by April-May 1993
and over 80 per cent of the ships raised the Trasirt St. Andrew flag showing
their allegiance to Russia. The Ukrainian Defence Ministry démanded that
those ships which had raised the Russian flag, should be withdrawn from

Ukrainian territory.

5 Ibid., vol.XLVIII, no.49 (1996).

James Sherr , “Russia-Ukraine Rapproachment? The Black Sea Fleet Accords”, Survival
(IISS, London), vol. 39, no. 3, Autumn 1997, p.33.

1 Taras Kuzio, no.7, p.16.
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To settle the lingering dispute, President Kravchuk then proposed
further talks with Russia. “On 3" September, 1993, both Presidents met
again at Massandra to resolve the Black Sea Fleet and other outstanding
questions, although in a more heated atmosphere. The Russian side refused
to discuss the proposal put forward by the Ukrainian members on the
division of Fleet, instead of using Ukraine’s economic crisis and the threat
of halting energy supplies to try and force it to agree to the proposals put
forward by Moscow™.!® The Defence Minister Morozov resigned, partly in
response to his opposition to the accords. The Massandra accords were
condemned by nearly all Ukrainian political parties who formed a congress
in ‘total opposition’ to President Kravchuk, whom they demanded to be
impeached for national reason.

As a party .to the Tripgrtite Accords of 14 January 1994 and the
Budapest Declaration of December 5, 1994, Russia had officially
guaranteed Ukraine’s borders as well as its sovereignty. But the question
was always how Ukraine could exercise this sovereignty given the BSF’s
extensive presence, and the Fleet’s control of more than 1,000 Crimean
installations throughout the Sevastopol region. From the time Ukraine
regained its independence in 1991, plans for state visit by Yeltsin to Kiev
and the signing of an inter-state treaty was cancelled by the Russian
Federations authorities seven times. “President Yeltsin was supposed to

have paid off an official visit to Kiev in January 1995, at the end of March

18 Ibid, p.17.
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1995, at the end of April 1995, on June 8, 1995, in the sécond half of March
1996; on April 4, 1996 and finally bctober 1996, but he never did. This was
doubtless unprecedented in world diplomacy”."” The Kremlin was prepared
to.sign the Bussian-Ukraiﬁim documents only as a package, but the lack of
a settlement to the problem of the Fleet was preventing this.

However, the principle of a 50:50 division to take effect from
December 1995, was 'ac::e:pt,ed at the fﬁné 1992 Dagoniys and August 1992
Yalta summits. Several summits later, the Sochi a;cbrd of 9 June 1995
outlined the principles that woulci govern the division of the Fleet. “A
separate document ‘Sochi Protocol’ clea?ly stipulated- that Crimea formed
part of ka‘aine. A second Sochi agreement signed in November 1995,
map;;ed out an inventory and a s_chedule for division”.® After the first
stage of division led to recriminations, however, the second stage and the
hand over of 52 warships ;o Ukraine failed to take pléce as scheduled in
February 1996. This was formally cancelled by Russia’s then Minister of
Defence, Pavel Grachev in April .‘1 996. However, “The Sochi agreement
between Presidents Boris Yeltsin and Leonid Kuchma (1995), which
establlshed that 81.7% of the ShlpS would go to Russia, while Ukraine
would get 18 3%, was of great 1mportance in determmmg the criteria for
épproachmg a final resolution of the question”.*

In summer 1996, pfogress resumed. In August, the joint Russian-

Ukrainian Commission co-chaired by Chernomyrdin and Lazarenko, agreed

' " The Current Digest of Post-Soviet Press, vol. XLVIII, no.13 (1996).

James Sherr, no.16, p.36.

# - The Current Digest of Post-Soviet Press, vol. XLIX n0.20 (1997).
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to establish a sub-Cemmission on stateborders. | On the same date, the
delegations negotiating the second and more prominent issue on the
divisien ana basing of the BSF, reéorted to Kuchma that they were close to
finalizing agreements on the ‘status and conditions’ for vdeploying the BSF
on Ukrainié’n territory. However, the situation changed dramatically “On
23 October, the Russian State Duma passed a resolution ‘on discontinuing
the division of the BSF’. Not only did this resolution suspend the Fleet’s
division pending infemetional treatfes "regulating the ‘whole range of
relations between the Russian Federation and Ukraine, it also demanded
measures to maintain the Fleet's combat readiness’ as well as ‘the Hero

22 The resolution came as a shock. What aroused

City of Sevastopol™.
alarm in Ki‘ev was that it ‘had passed ‘virtually unam’mously’, in Kuchma’s
werds. Ie a real sense “November 1996 marked the lowest point in
Russian-Ukrainian relation; in virtually all areas of state life in the entire
period since the two large_st Slavic ‘states acquired independence. The
problem of the Fleet had moved into the forefront and had simply squelched
the possibilities of developing other spheres of relations between two
» 23

countries”.

The negotiating precess had been intensive since late 1996. “The

|

t

Russian position was based on a package approach - in order to improve
relations with Kiev, a new Treaty of Friendship, Cooperation and

Partnership should be. signed, but this could be done only if the question of

James Sherr, no.16, p.37.. :
B + The Current Digest of Post-Soviet Press, vol. XLVIII, no.46 (1996).
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BSF and a number of other problems, primarily economic ones, were

. 24
resolved at the same time”.

This approach uitimately proved correct
because it was in the interest of both sides. A total of 14 inter-
govellnmen‘tal documents (signed i)y Cherhomyrdin and Lazarenko on 28
May) and inter-state documents (signed by Yeltsin and Kuchma on 31
M.ay)'were:‘concluded during the two visits. “The three agreements signed
in Kiev stipulate that the Russian Black Sea Fleet will use for its purposes
Sevastopol’s main bays (Yuzhnaya, Sevastopolskaya and Karantinnaya)
with all the necesséry' i:nfrastructuré.' : BSF will also use facilities at
Feodosia, two airfields and test ranges. The Ukraini;m.Navy will be based
together with BSF in Sevastopol’s Streletskaya Bay, as well as at other
Ukrainian ports”.”> The term of the lease on the Fleet’s main base will bé
20 yeérs, with the possibillities of an Mautomatic five-year exFension if neither
‘si('ie ‘objects.,. The principal concession to Ukraine is the implementation of
joint basing “both sides can derive comfort from the provision allowing
‘certain BSF ships in" bays ‘where Ukrainian Navy Ships are stationed and,
accordingly, the depldyment of Ukrainian ships in bays where the BSF is
stationed”.”®

The economic aspects of the accords are not as favourable to Ukraine

as they first appear. “Russia pledged to make a one-time infrastructure

lease payménts of $526 million to Ukraine. The annual lease payment will

# Ibid., vol.XLIX, no.22 (1997).
» Ibid, p.2. S
James Sherr, no.16, p.42.
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be $98 million for BSF facilities. As a result, Moscow will pay Kiev a total
(adding all future payments together) of about $2.5 billion over the lease’s
20-year term. However, Ukraine’s state debt to Russia is now $3 billion”.%’
This figure, only slightly higher than Russia’s initial offer of $72 million
and considerably lower than $423 million per annum that Ukraine first
demanded, represents a Russian victory. Ukraine's agreement upto a 20-25
year Russian naval, military and intelligence presence on its territory,
abandoning the ‘special partnership’ with NATO, would make Ukraine

dependent on Russian economy.

NATO’s Expansion: Changing Security Environment

NATO’s relationship with Ukraine began soon after the country
achieved independence in 1991. Ukraine joined the North Atlantic
Cooperation Council (NACC) thus demonstrating its commitment to a
cooperative approach to its security. Ukraine also sigﬁed up to the
partnership for peace programme in February 1994 and was determined to
play an active role in it. Ukraine has participated in several exercises in the
Partnership for Peace (PFP) framework and hosted a number of PFP
exercises on its own territory. However, “in the days immediately
following independence in 1991, Ukraine’s foreign and security policy was

characterized by three key features: a commitment to neutrality, non-bloc

» 28

status and a preparedness to rid itself of nuclear weapons”.” President
2 The Current Digest of Post-Soviet Press, vol. XLIX, n0.22, (1997), p.3.
2 Roman Wolczuk, “Ukraine in the Context of NATO Enlargement”, The Ukrainian

Review (Toronto, Canada), vol. 44, no.3, Autumn 1997, p.3.
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Kuchma’s visit to NATO in June 1995 strengthened and helped to raise
NATO-Ukraine relations to a qualitatively new level.

The cordial relationship between NATO and Ukraine was underlined
by Secretary General Solana’s visit to Ukraine in April 1996. On his
second visit in May 1997 he inaugurated the NATO Information and
Documentation Centre in Kiev, the first of its kind in any partner country.
“On 7 May, NATO Secretary General Javier Solana and Ukrainian Foreign
Minister Gennady Udovenk cut a blue ribbon and officially inaugurated the
NATO Information and Documentation Centre in Kiev. The Centre aims to
provide accurate information on NATO policies and structures as well as
highlighting the ways in which Alliance and Ukraine can work together”.?
Ukraine became the first Commonwealth of Independent States (CIS)
country to join the partnership for peace programme in 1994 and in 1995
Ukrai.ne and NAi‘O decided to upgrade the political level of their relations
beyond the NACC/PFP framework by establishing an enhanced
relationship. Thus, it was quite natural that the two sides agreed to develop
a new and distinctive partnership by the time of the Madrid Summit.

High level meetings had continued throughout 1996 and the
beginning of 1997. After several months of detailed discussion and
exchange between senior NATO and Ukrainian officials, agreement was

reached on a ‘Charter on a Distinctive Partnership between NATO and

Ukraine’. “On July 1997, NATO Heads of State and Government and

» Donald McConnell, “Charter with NATO Will Help Ukraine Regain its Rightful Place in
Europe”, NATO Review (Belgium), July-August 1997, p.25.
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Ukrainian President Kuchma signed the ‘Charter on a Distinctive
Partnership between NATO and Ukraine’. This document is a testimony to
the Alliance’s recognition of the potential of Ukraine to play a strong role in
European security and to develop a real, substantive cooperative
relationship with NATO"® In the Charter, NATO allies reaffirm their
support for Ukrainian sovereignty and independence, its territorial integrity
and democratic development. Cooperation will also include defence
planning, budgeting, policy, strategy and national security concepts, and
defence conversion. “The signing of the Charter thus not only meets
Ukraine's concern but also represents a strong Western political
commitment to support Ukraine’s ‘sovereignty and independence, territorial
integrity, democratic development and economic prosperity’, as stated in
article 14 of the Charter, as well as the first formal recognition of Ukraine
as an inseparable part of the Central and Eastern European region, are of
tremendous importance to Ukraine”.*' To ensure the dynamic character of
the new partnership, Ukraine and NATO will establish a Ukraine-NATO
Commission to meet at least twice a year at the level of the North Atlaptic
Council.

NATO's enlargement throws up more questions than it answers in
terms of its implications for Ukraine’s relations with both the West and the

East. During his dialogue with Bill Clinton in Helsinki on 21 March 1/9/9’7,/

30 -
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Boris Yeltsin declared that Russia did not recognize NATO’s enlargement
and was not going to sign any agreements with the Alliance until its
demands had been fully satisfied. “These demands included: the Baltic
states and Ukraine should not be admitted to NATO; that no nuclear and
additional conventional arms should be deployed on the territory of the new
members; and that NATO should not use the former Warsaw Pact’s military
infrastructure”.’> The Kremlin spokesman, Sergei Yestrzhembsky, on the
eve of a US-Russian Summit meeting in Helsinki, said that “President
Yeltsin and the Russian leadership are convinced that NATQO’s plan to
expand to the East, if realised, could be the West’s biggest strategic mistake
since the end of the cold war”.”> However, it is important to note that
“Russia took a fairly relaxed view of NATO’s Partnership for Peace
Programme when the idea was first suggested in late 1993. It was not until
the PFP Framewbrk Documents was published and Partnership for Peace
actually launched in January that the Russian press mounted a massive anti-
NATO campaign.”**

In reality, Moscow’s motives in opposing NATO enlargement are
based on its gevopolitical interest rather than on any perception of a growing

military threat. Therefore, Russia’s most important demand of NATO is

that Ukraine and the Baltic States should be recognized as a zone of

32 Serhiy Tolstov, “Ukrainian Foreign Policy Formation in the context of NATO

Enlargement”, The Ukrainian Review (Toronto, Canada), vol. 44, no.2, Summer 1997,
p-12.
International Herald Tribune (Paris), 20 March 1997.
Tatiana Parkhalina, “Of Myths and Illusions: Russian Perception of NATO Enlargement”,
NATO Review (Belgium), May-June 1997, p. 11.
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Russia’s vital interest. Such recognition would, in fact, mean a division
into spheres of influence in Europe. However, in Helsinki, Bill Clinton did
not agree with Yeltsin’s view that the former Warsaw Pact countries must
remain within Russia’s sphere of influence. “Realising from the Helsinki
meetings that the West was unwilling to make concessions, Russia began to
search for ways of implementing an anti-NATO policy — to unite around
itself Asian countries such as China, India and Iran on a common anti-
American platform.”35 It is clear that Russia has little chance of China or
India to an open anti-American policy. Thus, Russia’s main anti-NATO
efforts will be concentrated on an attempt to change the balance of forces in
Central and East Europe.

Russia demands that NATO should not deploy its forces on the
territory of the new members but at the same time has its own military units
stationed in couﬁtries whichAare not formally its military allies. “After the
collapse of the USSR, Russia inherited 50 per cent of its airfield network.
Today the Russian Air Force possesses about 100 airfields with concrete
runways. Sixty-five per cent of them are situated in the European part of
Russia. Therefore, the signing of a treaty with Belarus on the common use
of the airfield network will, according to General Petr Deynekin, the
Commander-in-Chief of the Russian Air Force, provide wide opportunities
for maneuver during the implementation of the tasks of their air force in the

security of Russia’s western borders, and is an adequate response to

3 Serhiy Tolstov, no.32, pp. 12-13.
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NATO’s eastward enlargement.™®  The desire to avoid renewed
confrontation between NATO and Russia, and to achieve stability and
security in Europe implies a need to change the starting point of the
dialogue between NATO and Russia. “...for many Russians, especially
those of the older generation, the problem of interaction with the West is
above all psychological. It is heavily influenced by the Russian cultural
tradition. Russia has always feared the negative influence of Western
values on society and culture, which limited the scope for cooperation.”’

However, all the major Russian political parties and blocs opposed
NATO enlargement on the grounds that the majority of Russian citizens are
presumed to be suspicious of NATQ’s plans. In December 1996, the
Russian Public Opinion Foundation conducted a nationwide poll in 56
communities in 29 regions, territories and republics covering all economic
and geographic zones of Russia. The respondents were askéd the quesfion,
“What policy should Russia pursue with regard to NATO?” The answers
were as follows:

1. Russia should obstruct NATO enlargement: 31 per cent

2. Russia should itself become a member of NATO: 22 per cent

3. Russia should agree to NATO enlargement in exchange for a

good treaty on cooperation with the NATO countries: 10 per

cent

4. Russia should not obstruct NATO enlargement: 2 per cent

3 Ibid., pp. 13-14
37 Tatiana Parkhalina, n.34, pp. 11-12.
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5. Do not know: 35 per cent.”*®

This figure shows that from the Russian point of view, it is difficult
to interpret NATO expansion in general as anything other than a threat.
However, NATO expansion is even more insidious for Moscow in that it
poses a threat to the Russian armament industry.

From the Ukrainian perspective, the main source of conéern is that
each of the two main actors see Ukraine as the medium by which their
respective objectives can be attained. “Kuchma is convinced that Ukraine
will have no chance of remaining independent without Russian consent.
Equally, he believes that there will be no chance of securing Russian
consent unless Ukraine has strong ties with the West and unless the West

»¥ In other words,

displays a strong stake in an independent Ukraine.
Ukraine is performing a balancing act, playing one partner off against the
other. Like Kiev’s balancing act between Russia and the West, Ukrainian
politics since independence have been typically represented as a regional
clash between East Ukraine and West Ukraine, with the former aiming for
closer ties with Russia and the CIS and the latter clamouring for a stronger
relationship with Europe. This is best exemplified by recent opinion polls
on regional attitudes towards NATO which showed a ‘West’ clearly in
favour of stronger ties with the West, and an ‘East’ similarly so inclined

towards the East, significantly the largest proportion preferred Ukraine to

maintain non-aligned status.

8 Ibid., p. 12.
39 Roman Wolczuk, no. 28, p. 12.
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PERCENTAGE RESPONSES IN ANSWER TO THE QUESTION

TABLE 4.1

‘How would you like to see Ukraine in the future?’

Independent/ | In a bloc with | In a new | In the | As part | In a Bloc with | Hard  to
Non-bloc Russia  and | USSR CIS of Western say
status Belarus Russia states
Kyiv 25 15 13 07 05 23 13
North 17 17 12 05 02 15 33
Centre 43 13 06 03 02 09 24
North 17 27 20 14 07 11 04
East
North 44 10 05 04 00 19 19
West
South 28 20 16 12 02 09 14
East
West 32 02 02 00 00 50 13
South 28 06 09 09 00 18 30
West
South 08 32 23 12 03 08 14
Crimea 09 22 25 20 08 03 14
East 20 26 19 16 03 07 09
Ukraine 25 19 14 09 03 15 17

Source: The Ukrainian Review (Toronto, Canada), vol.44, no.3, Autumn 1997, p.16




In this context, it is important to know that a similar predictable
regional disparity emerges in perceptions of NATO as an aggressive
military bloc though again, a significant proportion perceived it primarily as
a defence o;ganisation.

TABLE 4.2
PERCENTAGE'RESPONSE IN ANSWER TO THE QUESTION

‘In your opinion, what kind of organisation is NATO?’

Aggressive | Defensive Peace- | Other Hard to
Military union Keeping |~ say
Bloc Organisatio
, - n
Keiv 10 53 14 05 18
North 08 27 17 00 47
Centre 14 24 17 01 44
North g 19 ' 32 18 02 29
East. : : ’
North 03 42 22 00 33
West '
South 23 26 22 01 29
East :
West 06 - 28 .33 00 34
South 03 17 14 ‘ 00 66
West
South 22 16 10 00 52
Crimea - 25 18- 17 00 40
East 27 28 10 01 35
Ukraine 16 27 17 01 39
Source: The Ukrainian Review (Toronto, Canada), vol.44, no.3, Autumn
| 1997, p.17. . :

The figure presents a highly significant statistical correlation
between language and attitudes towards East and West. “On the Russian

factor, the West and East (of Ukraine) have diametrically opposed attitudes,
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setting the stage for a political confrontation...Pro-Russian’ touches on
sensitive issue of both internal and external policy in Ukraine: the status of
language and the status of Ukraine vis-a-vis Russia and the CIS.”*® The
Ukrainian political spectrum can be characterized by three viewpoints on
NATO expansion: favourable to expansion, against expansion and the
policy of Ukrainian government, favourable to conditional expansion.

National democrates are in favour of close cooperation with NATO,
while, as far as the Left is concerned, it is strongly pro-CIS, pro-Russian,
anti-capitalist, anti-West and oppose eastward expansion of NATO. In the
category of favourable to conditional expansion comes official policy.
There is no need to mention once again that Kiev’s attitude towards NATO
has always been positive.

Of particular concern, in the context of NATO enlargement, is the
possibility of nuclear weapons being deployed on the territories of the
newly joined members of the Alliance, something that NATO consistently
refuses to rule out. The 1991 NATO Strategic Concept declares that “a
credible Alliance nuclear posture and the demonstration of Alliance
solidarity and common commitment to war prevention continue to
widespread participation by European Allies involved in collective defense
planning in nuclear roles, in peacetime basing of nuclear forces on their
territory and in command, control and consultation agreement.”*' This

verbal juggling of the US is somewhat confusing and contradictory and it

“© Ibid., p. 14.
“ Ibid., p. 20.
105



was not very clear to Kiev that what exactly nuclear non-proliferation was
supposed in this context to mean.

The Clinton Administration which had been crying itself hoarse
about non-proliferation, the top agenda of US foreign policy adopted a
neglected approach towards Ukraine over the question of nuclear status, at
least in the beginning. “This neglect was clearly evident from the fact that
until May-June 1993, when “Clinton’s top adviser of Commonwealth of
Independent States (CIS) matters, Strobe Talbott, and later his Secretary of
Defence, Les Aspin, visited Kiev, cleaning up the nuclear mess in Ukraine
was more or less seen as a headache for the Russians and not for the United

9542

States. Although every nation was aware of Ukraine’s nuclear

potentiality after the disintegration of the USSR, but the visit of the US
Secretary of State, Warren Christopher, (25-26 October 1993), had
tremendously heightened intemati.onal conce-ms about the future of
Ukraine’s nuclear possessions.

Nuclear Question: After Independence

It is important here to note that when separated from the former
USSR, Ukraine had more nuclear weapons than both Britain and France put
together, and even today, after having surrendered all its tactical nuclear
weapons to Russia, it still possesses nearly 2,000 nuclear warheads aboard
its nuclear bombers and intercontinental ballistic miésiles. As far as

START Treaties are concerned, Ukrainian Parliament voted in favour of
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Swaran Singh, “Ukraine: An Acid Test for US Nuclear Non-Proliferation Policy”,
Strategic Analysis (New Delhi), vol. XVI, no.10, January 1994, p. 1307.
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TABLE 4.3

ESTIMATED STRATEGIC NUCLEAR WEAPONS LOCATED IN

UKRAINE
Base Location Delivery Vehicles Estimated Warhead
Warheads Assumptions
Khmel’nitskiy 90 | SS-19 ICBMs 0,540 6MIRVs'
Pervomaysk 46 | SS-24 ICBMs 0,460 10 MIRVs
Pervomaysk 40 | SS-19 ICBMs 0,240 6 MIRVs
Subtotal 176 1,240
Uzin 22 | Tu-95H Bear 0,352 16AS-15 ALCMs”®
Bombers
Priluki 20 | Tu-160 Black- 0,240 12 AS-15 ALCMs
jack Bombers
Subtotal 42 0,592
Total 218 1,832

1. MIRV: Multiple Independently Targetable Re-entry Vehicle

2. ALCV: Air-Launched Cruise Missile.

Source: Strategic Analysis (New Delhi), vol.XVI, no. 10, January 1994,

p.1310

notifying START-I, but they had laid down as many as thirteen conditions

for starting its implementation. “Former Prime Minister Kuchma presented

the argument that Ukraine should be allowed at least, temporarily, to keep

its 46 SS-24 ICBMs since these were not slated for destruction under the

original START-I that was signed by Presidents George Bush and Mikhail

Gorbachev in Moscow on 31 July, 1991.%

Kuchma’s argument was the manifestation of Ukraine’s continuing

reluctance to abide by its original declarations of intentions to become a

s Ibid, p. 1312.
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non-nuclear state. Once independent Kiev sought formal recognition and
economic aid. It also sought to define its role in European security as a
barrier against Russian expansionism. As a respected Ukrainian security
analyst pointed out in December 1991 — "Ukraine has to be integrated into
the Western security system in order to protect Europe from Russia. Russia
is the major threat to Ukraine’s security. Without Ukraine the rest of
Europe is vulnerable to Russian irredentism."** A few months later it
became clear that nuclear weapons on Ukraine soil would pose a lasting
problem for the international community. “Although most of the former
Soviet Union’s ballistic missile industrial base is located in Russia,
numerous defence enterprises that once were integral to designing and
producing strategic missiles and military space systems now belong to
Ulqaine. Among the largest and most prominent is the Southern Machine
Building Plant Association. This conglomerate of missile research, design
and production facilities, still known as Yuzhnoye or ‘Southern’ is
reportedly the world’s largest integrated rocket and satellite manufacturing
enterprise.*

Although Yuzhnoye is facing major economic challenges, the
industry enjoys substantial national backing. “Yuzhnoye and related
enterprises designed and manufactured over 400 military and civilian

satellites and produced several of the most advanced Soviet inter-

Eugene B. Rumer, no.2, p. 136.
John C. Baker, "Redirecting Ukraine's Missile Industries”, Adelphi Paper 309 (IISS,
Oxford), May 1997, p. 31.
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continental ballistic missiles (ICBMs) and space boosters, technologically
equal or superior to those used by other space powers. Such international
recognition supports the strong sense of pride that Ukrainian leaders have in

4 .. .
»46  Ukrainian leaders are determined to

their country’s aerospace industry.
preserve and make use of those firms and skilled workforce to help
rejuvenate the Ukrainian economy.

However, the signing of the January 1994 trilateral Ukrainian-
Russian-US agreement “which committed Ukraine to surrender nuclear
weapons, marked yet another turn in Kiev’s nuclear saga, but it did not put
the issue to rest. Ukraine had begun shipping nuclear warheads to Russia
where it is being dismantled. Ukrainian-Russian relations are likely to
undergo many difficult tests before the last nuclear warhead leaves
Ukraine.”” As a sovereign state Ukraine has every right to make the
preparations it thinks necessary for its security. Even if nuclear weapons
provide some ultimate safeguard for Ukraine’s sovereignty, they clearly do
not solve all of its security problems despite the myth that nuclear weapons
are cheap but are in fact quite expensive for most states. "If Ukraine wished
to become a medium nuclear power on the order of Britain or France, it

would have to spend at least $3 to $5 billion per year on its nuclear

capabilities. Given Ukraine’s economic needs and constraints, the sum
bl

“ Ibid., p. 33.
Eugene B. Rumer, no..2, p. 139.
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associated with a medium nuclear capability will surely be painful for

KieV 348

Another major problem to maintain its nuclear status which Kiev has
been facing is the risks of proliferation. “A series of reports have suggested
that Ukrainian officials have not tried hard enough to stop leakage of
missile-related technologies, expertise or even complete systems from its
aerospace industry. One incident suggests that Ukraine has been helping
Iraq in its efforts to resurrect a ballistic missile capability. According to a
subsequent press report, US intelligence analysts believe that some
Ukrainian officials have concluded an agreement to supply Libya with
either SS-21 or Scud-B Short-range ballistic missiles that Ukraine inherited
from the Soviet Union”.* Ukraine’s missile non-proliferation policies have
been a major issue for countries such as the US that are seeking to control
proliferation in developing countries. There remains a general agreement
that “Ukraine today clearly lacks some of the most crucial elements that are
essential for maintaining integrated command and control systems. The
Ukrainians are in no position to fight a nuclear war with the Russian
Federation which has a nuclear force nine times larger than that of Ukraine
but also actually controls the ultimate nuclear button for all the CIS nuclear
weapons and has the capacity to block the launching of Ukrainian missiles

and preventing their warheads from detonation”.>® So far the escalation of

“® Steven E. Miller, “The Case Against a Ukrainian Nuclear Deterrent”, Foreign Affairs

(New York), vol. 72, no.3, Summer 1993, p. 77.
¢ John C. Baker, n0.45, p.35.
50 Swaran Singh, no.42, p.1316.
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war between Ukraine and Russia is concerned the chances are bleak as both
the countries have successfully resolved their problems related to the
division of the Black Sea Fleet.

Ukraine: Between Russia and the West

Following the collapse of the USSR, the Ukrainian leadership was
reluctant to sign any union agreement with the other former Soviet
republics, which might compromise its declaration of independence.
Although Ukraine had signed a treaty to establish an economic community,
it refused to enter any new political union. The then President Kravchuk
changed his stand and agreed to establish the Commonwealth of
Independent States (CIS) with limited central power. “The then President,
Leonid Kravchuk had played a leading role in the disintegration of the
Soviet Union. The leaders of Belarus, Russia and Ukraine, who met at
Belovezh near Minsk on 8 December 1991, denounced the Union Treaty of
1922 and proclaimed the establishment of the CIS in place of the USSR. It
was only subsequently that other republics of the Soviet Union — Armenia,
Azerbaijan, Moldova and the Central Asian States — joined in, raising the
membership of the CIS to eleven.”!

In course of time, Ukraine became the strongest critic of the CIS as it
had serious differences over the way it must evolve. “When Ukraine signed
the Belovezh Agreement, it had expected the CIS to evolve on the pattern of

the European Community (EC), with all the states enjoying fruitful and

Nirmala Joshi, “Ukraine and the Commonwealth of Independent States”, Statrategic
Analysis (New Delhi) , vol. XVI, n0.10, January 1994, p. 1367.
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cooperative relations. Importantly, it was clear that there was to be
infringement of the sovereignty and independence of any member states.?
However, Ukraine refused to sign the CIS charter on closer political and
economic cooperation agreed upon by seven other CIS members in January
1993 claiming that it was a threat to Ukraine’s indépendent status.
Ukraine’s non-cooperative attitude towards the CIS initially to a large
extent, was influenced by the fact that Russia wanted to dominate the CIS
activities. “President Kravchuk remarked that the military still considered
themselves part of the USSR. Their loyalty was not to the new states. If
they showed respect for leaders of these states and their military
commanders had agreed about their action with them 70 per cent of the
acute issues would be removed.”> The dispute with Ukraine had been
problematic for Russia before signing the Black Sea accord. Now tension
between the countries has eased. Whatever might have been the initial
compulsions for different member states to join it, after the demise of the
USSR, the need for having a common platform was being increasingly felt.
“This is not simply a question of economic necessity. A century or more of
living together in a single country has made separation all the more
difficult.”*

Since its independence, Ukraine has stressed its desire to be closely

integrated into European structure and processes. A number of important

52 Tbid., p. 1368.

3 Ajay Patnaik (ed.), Commonwealth of Independent States: Problems and Prospects,
(Delhi, Konark Publishers, 1995), p.83.

e Ibid., pp. 93-94.
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steps have been taken to strengthen Ukraine’s ties to Europe. “In June
1994, the EU signed a partnership agreement with Ukraine, the first such
agreement signed with a CIS states. The agreement granted Ukraine a most
favoured nation status and contained a commitment to consider establishing
a free-trade zone in 1998 if Ukraine exhibited sufficient progress in
developing a viable market economy. However, the accord made no
mention of possible EU membership.”*® Ukraine’s relationship with the EU
has undergone a qualitative transformation within six to seven years since
the collapse of the Soviet Union. At the end of 1994, the EU agreed to
provide an 85 million ECU ($105 m) balance of payments loan to Ukraine.
But the overall “EU assistance to Ukraine has been meager. In 1995,
Ukraine received about $5 bn in foreign financial assistance for stabilization
and debt rescheduling. The main donors were Russia, the International
Monetary Fund, Turkmenistan and the World Bank. The United States of
America and Canada also made significant contributions. The EU
contribution was 85 m ECU in credits. However, 60 m ECU of this 85 m
ECU were deducted for food imports in 1992.”°° Notwithstanding the
limited nature of the assistance, this type of gradual integration with the
world economic system brought immediate benefits to the beleaguered

Ukrainian economy.

55 F. Stephen Larrabee, “Ukraine’s Balancing Act”, Survival (1ISS, London), vol. 38, no.2,
Summer 96, p. 153.
5 Tbid., pp. 153-54.
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As part of its effort to stress its European identity and orientation,
Ukraine has sought to strengthen ties with Eastern and Central Europe and
other regional bodies like the Visegard group and the Central European
Innovative (CEI). “In 1989, Italy, Austria, Hungary, Yugoslavia and
subsequently Czechoslovakia came together to form the Central European
Iﬁitiative. In October 1995, at a meeting of the leaders of the CEI members
in Warsaw, Poland, Hungary and the Czech Republic came out in strong
support of full Ukrainian membership of the organization. Eventually, in
June 1996, Ukraine became a full-fledged member. Earlier in 1993,
Ukraine’s application for membership had been rejected by the ECI

»37 Ukraine’s effort to establish closer institutional ties to the

members.
Visegrad group have elicited little enthusiasm in Central Europe, largely
because of the slow pace of economic reform in Ukraine. “The Visegrad
triangle, was set up to coordinate the efforts of Poland, Hungary and the
then Czechoslovakia in their interactions with European political and
economic institutions. Visegard states rejected Ukraine’s application for
membership in February 1992. And Ukrainian efforts to accepted as a
Central European Trade Association (CEFTA) member have also been
frustrated.”®

Ukraine achieved another important breakthrough in November 1995

when 1t became the second CIS state after Molodova to be admitted to the

Council of Europe. “Ukraine applied for membership in July 1992. On 4

57 Roman Wolczuk, no.l1,p. 42.
58 Ibid., pp. 42-43.
114



September 1995 the Political Committee of the Council came out in support
of Ukrainian membership, followed on 8 September by unanimous
agreement on the recommendation for Ukrainian membership by the
Committee. Ukraine finally acceded on 9 November 1995 becoming the
37" member of the Organisation.”® However, relations between Ukraine
and the WEU (Western European Union) are limited to regular exchanges
of visits and information.

Within Europe, Germany has taken the strongest interest in Ukraine.
“During his visit to Kiev in June 1993, Chancellor Helmut Kohl stated that
Bonn intended to pursue a ‘balanced’ relationship with Ukraine and Russia
and would not give preference to Russia.”®® Germany is Ukraine’s second
largest trade partner, behind the United States. The United Kingdom has
also sought to strengthen ties with Ukraine. “The UK has been particularly
active in supporting Ukraine’é economic ﬁansfomation through the Know-
How Fund which provides financial assistance to Ukrainian small
businesses and other activities in the banking and financial sectors as well
as supports for British companies considering investing in Ukraine.”®’
Considerable animosity and mistrust have historically marked polish-
Ukrainian relations. However, “since 1990 Poland has made a concerted

effort to overcome this legacy of mistrust and improve relations with

Ukraine. Poland was the first country to recognise Ukraine’s independence,

i Ibid., pp. 44-45.
e F. Stephen Larrabee, no. 55, p.155.
o Ibid., pp. 155-156.
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on 1 December 1991.”% Poland has also strongly supported efforts to
strengthen Ukraine’s ties to the West and integrated Ukraine into European
institutions. Relations with Hungary have improved significantly since
1990. The two countries have signed a treaty of friendship and cooperation
in 1991. Ukraine signed a treaty of friendship and cooperation with
Slovakia in July 1993 and a similar treaty was signed with Czech Republic
in April 1995, which have contributed a lot in normalising Ukraine’s
relations with these two countries.

Ultimately, Ukraine’s relations with European countries will, to a

large degree, depend on the pace of economic and political reform in

Ukraine.

62 Ibid., p. 157.
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CHAPTER -V



CHAPTER-V

CONCLUSION

The main objective of this work has been to present various pictures
of Ukraine's political and economic development since its independence as
well as to have a closer look at its relations with Russia and the West. An
attempt has also been made, in the same direction, to understand and
examine the various factors, which partially or fully forced Ukraine to
follow a neutral foreign policy. Stress has been laid on political-economic
study of Ukraine. On the basis of general trends in political and economic
spheres, the study also tries to find out the process of continuity and change
in domestic politics and how far it has influenced the political values and
culture of independent Ukraine. Although, special emphasis has been given
on developmental aspects, there is a comparative study of Ukrainian
economy prior to its independence and post-independence period.

Ukraine emerged as an important nation among the former Soviet
republics, after the disintegration of the Soviet Union. Its strategic location,
along with the accumulated stockpiles of nuclear weapons and desire to
remain as a nuclear power state attracted worldwide attention. The
mounting pressure on Ukrainian leadership from the nationalist forces to

-join hands with the West for its economic, political and security reasons and



Russian attempt to foil it, made the study of this area more challenging and
interesting.

The period comprising few years, especially 1988-91, were of
immense importance for Ukraine, as the political developments in these
years greatly contributed to the nationalist movement in the country. Rukh
(Popular Movement of Ukraine) directed the nationalist movement and
emerged as a pioneer organisation advocating for national democracy and
complete independence. The political situation in 1990 was very complex
as the supporters of national democracy were not ready to compromise with
the USSR, less than the question of Ukrainian independence. The March
1990 elections to the Supreme Soviets further supported Ukrainian
independence, autonomy and freedom of choice in all affairs, which
reflected the national sentiments. The Soviet leadership applied all possible
means- to stop the growing influence of nationalist movement on the
common people.

In March 1991, the all-Union referendum was held on the future of
the USSR. Though people supported some kind of renewed federation, the
majority supported complete independence. Separatist political parties
including some radical groups, demanded full implementation of Ukraine's
‘Declaration of Sovereignty’ and denied the legality of Ukraine's
incorporation into the USSR. It was the right time for Kravchuk, once a
well known hard liner and for the other pragmatic communist leaders, who

by overnight became the propagator of complete independence and
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supported nationalist democratic movement to take over power. At the end
of 1991 majority of people supported the referendum on independence and
Kravchuk's support for independence ensured his election as the President
of the Republic.

Throughout 1992-94, President Kravchuk tried to make presidential
post more powerful than before by adopting various methods. Economic
policy became a major instrument in the hands of politicians during the
same period to consolidate their positions. The then Prime Minister
Kuchma's dispute with President Kravchuk over the question of economic
reforms and his timely resignation from the post, secured him presidential
post in the March 1994 election for the Supreme Council. The massive
support for the Communist and left wing parties together with independent
candidates marked the (beginning of a new pattern of politics in Ukraine).
THis time nationalist cause did not appeal to the voters, whb voted in favour
of economic well being of the country.

The post-election political development has enhanced group politics
and factionalism in domestic politics. The result of the elections confirm
the existence of political division between eastern and western Ukraine and
highlights its political behaviour. The July presidential elections, in which
Kuchma secured majority, demonstrated the same voting pattern that had
been identifiable in the parliamentary elections of March. Kuchma, after
becoming the president took fresh initiatives in the field of economic

reforms. A new constitution was adopted in late 1996 to demarcate the
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president's power from the Supreme Council. Following the adoption of the
constitution, Kuchma talked about his commitments of building a
sovereign, independent, democratic and law-g‘ovemed state, in which
individual's life, honour and dignity, inviolability and security are
recognized as the highest values in society, which confirms that Ukraine has
embarked on the path of democratisation.

Kuchma's tenure is the repetition of Kravchuk's period in some
manner as the political dissidents were sidelined by the president. Kuchma
in his brief period of presidency forced three prime ministers to resign or
tender their resignation on various grounds. At the close of 1997, political
parties called for development of a parliamentary republic in which the
Supreme Council would elect the president. In between, Kuchma tried to
consolidate his position by creating president's administration and blamed
the govermﬁent and the parliament for all troubles in the country and
criticized them. Instead of retrospection Kuchma warned the dangers of
populism and stressed the need to elect people who are competent,
possessed integrity and moral purity.

It is true that parliamentary process delayed and obstructed the way
of economic reforms, but other reasons could not be simply ignored. In the
period immediately ‘after independence, there was a delay in laying out a
comprehensive strategy for economic reforms. It was also affected by the
absence of transitional institutional structure of the market economy.

Comparative study of the Ukrainian economy presents the changing faces
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of economy and the challenges before it. For Ukraine, 1991-95 was the
period of major socio-economic disappointments. The years after 1995
indicated some positive signs in economic developments. At the end of
1997, there was no major breakthrough in Ukrainian economy. Its mixed
performance in economic field was closely linked to Ukraine's inability to
create new economic institutions. Ukrainian economy is in a gradual
process of recovery. It was the question of economic reforms which only
resulted into political instability in the country. So, the success of political
democracy would depend to a large extent on the economic stabilization
and its positive growth. W’f — ‘7) C? 3

From the very first day, Kravchuk pursued highly visible pro-
Western and anti-CIS/Russian political economic and security policies.
However, Ukraine's attempt to increase tensions with Russia were clearly
not in favour of Ukraine but it did so to gain Western confidence. Crimea
will remain a major factor in determining Ukraine's relation with Russia.
Although Ukraine has joined hands with Western countries, for its much-
needed energy to run Ukrainian economy, it is still dependent on Russia.
Ukraine's desire to integrate itself closely with the European structure was
the clear manifestation of its dire economic needs as well as to come under
the European security umbrella.” Since independence Ukraine has tried hard
to establish friendly and cordial relations with countries, inside as well as
outside Europe. Ukraine's relations with these countries would to a large

degree, depend on the economic and political reforms in Ukraine. Its
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dependence on western countries as well as on Russia at the same time has
compelled it to adopt a policy of neutrality. The success of which is

contingent on political stability and economic growth.
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