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PREFACE

These Conference Proceedings summarize discussions between Russian,
Ukrainian, German, and U.S. security experts during two workshops on
“Russia, Ukraine and European Security: Implications for Western
Policy,” held in Ebenhausen, Germany, June 19-21, 1994. These workshops
were the most recent in a series of RAND-sponsored workshops on East-
Central Europe and the former Soviet Union designed to establish a
broader dialogue between American policymakers and the new democratic
security elites in the region.

This work was supported by Project AIR FORCE, a federally funded
research and development center sponsored by the United States Air
Force, and by the International Security and Defense Policy Center of
the National Defense Research Institute (NDRI), a federally funded
research and development center sponsored by the Office of the Secretary

of Defense, the Joint Staff, and the defense agencies.
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On June 19-21, 1994, RAND, in conjunction with the Stiftung
Wissenschaft und Politik in Ebenhausen, Germany, the Council on Defense
and Foreign Policy in Moscow and the Ukrainian Foreign Ministry in Kiev
held two separate but related workshops dealing with Russia, Ukraine and
European Security. Several sessions were held jointly with the Russian
and Ukrainian delegations. In addition, the American and German
participants met with the Russian and Ukrainian delegations
individually.

These proceedings summarize the key highlights of the two
workshops.

Key findings:

—- Russian participants stressed that within the CIS there is a

growing trend toward economic and security integration with
Russia. Russia desires a position of economic and geopolitical
dominance within the CIS. However, many Russian participants
expressed strong reservations about the costs of reintegration.
They feared that rapid economic integration of many of the
countries of the former Soviet Union into a Russian-dominated
geopolitical space would overburden the Russian economy and
hinder the prospects for reform in Russia.

-- Russian participants made a distinction between “leadership”
and “control”. Russia, they argued, wants “leadership”, which
they defined as exercising responsibility. Russia did not want
“control”, which would involve a full-scale take-over. Such a
take-over would be too costly and not in Russia’s interest.

—- Russian policy toward the West and Western policy toward Russia
have both entered a new phase. The “romantic pro-Western”
period in Russian policy is over and has been replaced by a
more independent policy. At the same time, U.S. policy has
shifted away from a “Russia only” policy. This shift has more

to do with changes in Russian domestic policy than Russian




external policy, although Russian policy toward the CIS has
contributed to this shift,

Russian and Western policy in Ukraine and the CIS are at odds
with each other. Russia wants domination without
responsibility while the West wants Russia to have
responsibility without dominance.

Russia wants close economic and political ties to Ukraine.
However, Ukraine’s economic weakness and lack of economic
reform are causing many members of the Russian elite to lose
interest in integration with Ukraine—at least in the short
term. They fear that an unreformed Ukraine would be a drain on
Russian resources and overburden Russia, undercutting Russian
reform.

Russian participants emphasized Russia’s desire for stability
in Ukraine. The Yeltsin government, they argued, does not want
an exacerbation of a crisis in Ukraine. The Duma has also
taken a more constuctive approach toward Ukraine in comparison
to the former Supreme Soviet. Russian long-term objectives,
however, remain ambiguous.

There was a consensus among both Russian and Western
participants that a crisis in Ukraine could significantly
strain relations between Russia and the West, regardless of
whether Russia fomented the crisis or not. A serious crisis in
Ukraine in which Moscow became involved could rekindle a policy
of neo-containment on the part of the West.

The impact of any Ukrainian crisis will depend, to a large
extent, on how Russia reacts. The degree of Russian
involvement, however, is likely to be ambiguous. This will
complicate Western calculations and make any Western response
difficult.

A crisis in Ukraine would also have a strong impact on East
Central Europe. It would make the Visegrad countries,
especially Poland, very nervous and lead to increased pressure

by these countries for a more rapid integration into NATO,




complicating the management of NATO-East European-Russian
relations.

A crisis in Ukraine could further stimulate a crisis within the
Western Alliance and exacerbate tensions between the U.S. and a
number of its West European allies.

Russia remains opposed to the expansion of NATO. Enlargement
of NATO, Russian participants argued, would lead to Russia’s
isolation. Instead, they -insisted that the CSCE should be the
basis of a pro-European security system.

Ukrainian participants expressed a desire for good relations
with Russia. However, they displayed strong reservations about
closer ties to the CIS and CIS peacekeeping. Instead, they
emphasized their desire for closer ties to Europe and Western
security institutions which, they argued, would help Ukraine
modernize its econonmy.

The nuclear issue appears to have receded as a neuralgic issue
in Ukrainian domestic politics since the signing of the
Trilateral Accord in January 1994. Most Ukrainians now see the
decline in the economy as the main threat to Ukrainian
security.

Ukraine is likely to eventually sign the NPT. However,
Ukrainian participants warned that increased outside pressure
would hurt, rather than help, the prospects for ratification.
The most serious threat to Ukraine's security is the
deterioration of the Ukrainian economy. However, Ukrainian
participants argued that the economic situation is not as bad
as many in the West believe, largely due to the underground
economy and the symbiotic relationship between town and
country. They maintained that support for economic reform was
strong and that Ukraine would implement a serious economic
reform program. Western and Russian participants were far more
skeptical about the prospects for economic reform.

The real problem facing Ukraine is not ethnic tensions between
Russians and Ukrainians, but a differentiated pattern of

economic development in Eastern and Western Ukraine. The




eastern regions, where large Russian populations live, are
inordinately dependent on obsolescent military and heavy
industry.

There was a strong consensus among Western participants that a
stable independent Ukraine is in Western interest and that the
West should do more to ensure the stability and independence of
Ukraine.

To stabilize Ukraine’s economy increased Western economic
assistance is needed. This economic assistance should be
targeted at Eastern Ukraine, in particular, and be designed to
help reduce inflation. However, this economic assistance can
only be effective if there is a government in Kiev committed to
economic reform and capable of using the assistance
effectively.

A sharp deterioration of the Russian economy crisis would have
a serious impact on Ukraine. Thus, any effort to stabilize
Ukraine also should include an assistance package for Russia.

The two issues need to be dealt with in tandem.




INTRODUCTION

On June 20-21, RAND, in conjunction with the Stiftung Wissenschaft
und Politik in Ebenhausen (Germany), the Council on Defense and Foreign
Policy in Moscow, and the Ukrainian Foreign Ministry in Kiev held two
separate but related workshops dealing with security questions in the
Newly Independent States (NIS) of the former Soviet Union. The first
dealt with Russia's relations with the states of the NIS and the second
focused on Ukraine's internal and external security. Several sessions
were held jointly with the Russian and Ukrainian delegations. 1In
addition, the American and German participants met with the Russian and
Ukrainian delegations separately.

The two workshops were attended by some 50 government officials and
specialists fromARussia, Ukraine, Germany and the United States. They
were part of a series of RAND-sponsored workshops on security problems
in Russia and the Newly Independent States (NIS) of the former Soviet
Union designed to establish a broad dialogue between American policy-
makers and the new democratic security elites in the region.!

These Conference Proceedings provide a summary of the highlights of
the two June workshops. The summary is organized by themes and
integrates comments made by participants during the two workshops. It
is not intended to be a detailed account of the workshops. Rather it is
designed to highlight the main issues raised during the two days of
discussions in Ebenhausen.

The two workshops were held several weeks prior to the presidential
elections in Ukraine on July 10, 1994 which resulted in the election of
a new president, former Prime Minister Leonid Kuchma. While Kuchma's
victory may lead to some changes in Ukrainian policy, the issues
discussed at the two workshops remain highly topical and are likely to

continue to dominate the foreign policy agenda of both countries. The

lgee F. Stephen Larrabee and Allen Lynch, U.S. and Russian
Strategic Interests After the Cold War: The New Agenda, RAND, PM-236-
A/AF/OSD, April 1994. See also F. Stephen Larrabee and Allen Lynch,
Ukraine in Future European Architectures and Security Environments,
RAND, PM-185-USDP, December, 1993.




two workshops thus provide a useful “snapshot” of Russian, Ukrainian and

Western interests and policy dilemmas and should be of interest to

policymakers and specialists dealing with Russian and Ukrainian affairs.




1. RUSSIA AND THE CIS

The initial sessions of the two days of discussions focused on
Russian policy toward the Commonwealth of Independent States (CIs). A
senior Russian foreign policy specialist presented a summary of current
Russian policy and attitudes toward developments in the CIS that was
largely shared, with some nuances, by other participants at the
workshops. Within the CIS, he noted, a trend toward economic and
security integration with Russia is on the rise almost everywhere.
Apart from the Baltic states, Russia's ex-Soviet neighbors are becoming
steadily weaker, both in absolute terms but, more importantly, in
relation to Russia which faces burdensome economic, social, and
political problems itself. This relative weakness has led to a desire
on the part of many of the states of the €IS for closer economic and
security ties with Russia. Russia, he stated, desires a position of
geopolitical and economic dominance on the territory of the former
goviet Union. Yet this feeling goes hand_in hand with a growing
skepticism about the costs to Russia of integration. If economic
integration in the CIS area entails a net Russian subsidy to its
partners as the price for closer relations, then many members of the
Russian policy leadership are not willing to pay the price. The
widespread skepticism in Russia about economic integratiom with Belarus
is just one example of this tendency. Similarly, he said, most Rugsians
wish to do something on behalf of Russians living outside of Russia in
the CIS and Baltic states but not at the cost of provoking dangerous
conflicts (as in Crimea}, damaging relations with the West (as in the
Baltic states), or encouraging mass Russian migration back to Russia.

Finally, there is a growing economic and institutional discrepancy
between Russia, which has since January 1992 embarked on economic
liberalization and privatization of communist property on a mass scale,
and most of its neighbors in the CIS, including Ukraine, which have not.
A simple imperial vtakeover" of the CIS by Russia, he stated, is
increasingly implausible: it is too costly, and standards of living and

economic structures have diverged too greatly in the past two and one




half years for such a "reimperialization” to be effectively managed.
The old, Soviet-era suppliers no longer exist on a sufficient scale to
sustain such "top-down" integration. Early and rapid economic
integration between Russia and its ex-Soviet neighbors would be likely
to thwart both the prospects of Russian reform and overburden the
Russian economy. The probable course for Russian policy is, thus, one
of "dominance" of its neighbors, based on bilateral ties and superior
Russian economic, military, and political power rather than CIg
institutions. The independence of Russia's neighbors would be respected
but Russia would not undertake responsibility for governance of its
neighbors’ domestic affairs (as distinct from fulfillment of treaty and
other contractual obligations undertaken with Russia).

Western analyses of Russian relations with the CIS did not differ
substantially from the one presented above, but their policy
prescription and the implications they drew from these developments were
often quite different. There was general agreement among Western
participants that Russia's relations with the West had entered a more
troubled phase since 1993. The "romantic pro-Western period" in Russian
foreign policy is now over. At the same time the U.S. has moved away
from a “Russian only"” policy. “Talbottism, "—as one American
participant put it—had lost momentum and was under attack from a
variety of quarters.

In effect, the United States and its European allies were no longer
willing to give Russia the benefit of the doubt, especially regarding
its policy toward the CIS. This new sensitivity in Western policy had
more to do with changes in Russian domestic politics than it dig with
changes in Russian external behavior. In other words, "Geo-politics is
back.” Russia was searching for a new definition of its national
interest to fill the vacuum created by the collapse of communism. This
reflected a strongly-held belief within the Russian elite that Russia
was something more than the Russia within its current borders.

These two trends—a more skeptical Western view of Russian behavior
and the Russian belief that Russia represented something more than its
current territorial form—had begun to intersect. The West had

initially failed to fully appreciate the degree to which the new states




of the former Soviet Union would be dependent, in economic and security
terms, on Russia. Some republics, such as Kazakhstan, had recognizéd
this. Others, such as Ukraine, overestimated their potential and the
amount of Western assistance they would receive. The Russian elite had
erred in their belief that they could shed Central Asia. They also
underestimated the domestic impact of the 25 million some ethnic
Russians that had been left outside of Russia’s current borders.

At the same time, the West was reluctant to become actively engaged
in the CIS to help the new republics maintain their independence. The
West had given a signal to these republics--at least initially--that
they could not count on the West. This, several participants argued,
was a serious mistake. In effect, it gave Russia a carte blanche to do
as it pleased in the CIS--or at least was perceived as doing so by many
in the Russian elite.

Both Russia and the West seemed to want to have their cake and eat
it too. The West does not want these republics, especially Ukraine, to
be dependent on Russia, but it appears unwilling to do much to prevent
this. Russia, on the other hand, wants to assert its dominance over the
CIS but does not want to pay for it. Russian and Western policy were,
thus, at odds with one another. As one U.S. participant put it, Russia
wants dominance without responsibility while the West wants Russian
responsibility in the CIS without Russian dominance. In effect, Russia
wants the West’s imprimatur to be the hegemon in the CIS. The West is
unwilling to give this imprimatur but is also unwilling to undertake
efforts to prevent Russian dominance of the area.

Russian participants argued that Russia had “no grand design” for
the CIS and that its policy was not expansionist. As one senior Russian
dipiomat put it: “We don’'t exactly know what we want. - But we need
economic reforms in the CIS. At the same time we don’'t want to force
any particular model on anyone.” Above all, he argued, Russia needed
stability on its borders. The fact that the U.S. was unwilling to help
provide stability in the CIS left Russia little choice but to go it
alone.

A senior Russian military official warned against the Western

tendency to see Russian policy in the CIS as expansionist. This was not




the case, he argued. But there was an “objective need for mutual
cooperation, ” especially in the military field, because many of the
structures that could provide security in the CIS had been destroyed.
Hence, it was necessary to develop a collective security organization on
the territory of the CIS. This organization should be part of a global
system of security and act as a link between systems of regional
security in Europe and Asia.

As one Russian specialist put it, Russia wanted to have
“leadership” but “not control” in the CIS. The distinction, he
maintained, was important. Control, meant “taking over.” Leadership,
by contrast, involved exercising some responsibility but not exerting
full control or taking over. Russia wanted stability in the new
republics but it did not want to pay the full price for it. Antipathy
toward integration was growing, Russian participants argued, largely
because of the costs involved. The best Russia could hope for, one
Russian participant stated, was a relationship with the CIS similar to
that between the United States and Central America and/or Mexico. Many
of the same problems, he pointed out, were present in both cases: drugs,
immigration and economic dominance.

Western participants often found it hard to know exactly what
Russian policy was. There was a cacophony of voices, many often making
contradictory statements. Russian participants acknowledged that
diverse, often contradictory opinions existed in Russia. The one that
really mattered, however, was that of President Yeltsin. Yeltsin, they
stressed, had been very restrained and had not sought to exacerbate the
situation in Crimea. This restraint reflected Russia’s desire for
stability on its borders, not just in Ukraine but in the CIS in general.

The key question was whether this restraint would last. Would
Yeltsin's successor pursue the same policy? A Russian participant
addressed this issue. There was no formal consensus on this policy, he
said. However, an informal consensus existed within the Russian body

politic. Hence, the policy was likely to be continued by Yeltsin's

successor.
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2. RUSSIAN-UKRAINIAN RELATIONS

The situation in Ukraine was a central topic during the two days of
discussions. Russian participants expressed strong concern about the
prospects for instability in Ukraine and the impact of a Ukrainian
crisis on Russia’s relations with the West. Ukraine, a Russian
participant argued, was dissolving as an effective state. It was
undergoing quasi—federalization or confederalization. Economic reform
had yet to begin in Ukraine. While widespread social unrest had not yet
broken out, such unrest was likely within two years, if economic
conditions continued to deteriorate. As a result of Ukraine’s economic
weakness, Ukraine was no longer seen as a threat to Russia. However,
instability within Ukraine posed a serious threat to Russian security.
Due to Ukraine's growing internal fragmentation, issues such as
migration, narcotics and possible arms flows if the Ukrainian army falls
apart were becoming serious problems. An explosive crisis within
Ukraine would almost inevitably lead to Russia's involvement. Such
involvement could threaten Russia's relations with the West and
overburden a weak Russian state with a range of commitments that might
bring down the Russian state itself.

Russian attitudes toward Ukraine were changing, Russian
participants stressed. Ukraine's economic weakness and lack of economic
reform were causing Russians to lose interest in Ukraine. Russia wanted
to see a restoration of economic relations, especially in agriculture.
However, interest in reintegration with Ukraine was declining because
more and more Russians felt that Ukraine would be a drain on Russia's
economic resources. Over the long term, Russia was interested in
Ukrainé as an ally, even a defense ally, one Russian participant said.
But this was not an urgent issue because at the moment there was no
immediate threat. In the meantime cooperation between Russia and
Ukraine, he argued, should be pursued on the bilateral level rather than
through the CIS.

Would Russia's attitude change, one Western participant wondered,

if Russia or Ukraine became stronger? Was there now a "window of




opportunity" for Russian-Ukrainian reconciliation which might vanish
over time? A Russian participant replied that if the gap between Russia
and Ukraine diminished over time, the current problems between Russian
and Ukraine would decrease. However, if the gap remained or grew, the
Russian population would favor separation.

Russian participants repeatedly emphasized Russia's desire for
stability in Ukraine. “"We don't want a crisis in Ukraine, " one Russian
stressed, "We have seen the results of even a minor crisis in Russia."
The deterioration of Ukrainian economy was a particular source of
Russian concern. The problems in Ukraine were not of an ethnic nature,
one Russian participant argued, but of a historical and regional nature.
However, the eccnomic crisis in Ukraine was exacerbating these
historical and regional tensions, 1eading many in Eastern Ukraine and
Crimea to favor closer economic and political ties with Russia.

Similarly, Russian participants repeatedly denied any territorial
aspirations vis-a-vis Ukraine. A leading member of the Duma
categorically denied that Russia had any such aspirations or intentions.
The political elite in Russia, he said, is not interested in the
dismemberment of Ukraine or in absorbing a part of Ukraine into Russia.
"We recognize the territorial integrity of the states of the CIs."
Ukrainian fears, he argued, were unfounded. At the same time Russia
wished that Ukraine would stop presenting itself as a "bridgehead of
containment."

Russian participants emphasized that Russia was not trying to
exacerbate tensions with Ukraine. A Russian diplomat involved in the
Russian-Ukrainian negotiations argued that Russia was exercising great
prudence in its relations with Ukraine and hoped to settle outstanding
differences on a normal state-to-state basis. President Yeltsin had
been very careful not to eéncourage the separatists in Crimea. However,
this was not simply the policy of the Yeltsin government. The Duma, he
noted, had also taken a much more responsible and constructive approach
to Crimea and Sevastopol than had the former Supreme Soviet.

A leading member of the Duma echoed this point. Russia was trying
to use its influence, he said, to resolve the Crimean and Sevastopol

problems without violence. However, it did not want to see an




internalization of the Crimean problem. Like many Russian participants,
he expressed concern about Ukraine's economic situation, especially
Ukraine's ability to pay its debt to Russia. Sooner or later, he
argued, economic necessity would force Ukraine to reconsider its
attitude toward the CIS.

A Russian participant summed up Russian expectations of the West in
respect to Ukraine as follows:

1. Genuine understanding of the complexity and interdependence of

the issues involved.

5. The West should push Ukraine as hard as possible in the
direction of economic reform. The lack of such efforts to date
has been a "political and moral failure by the West."

3. The West can best encourage such reforms by helping Ukraine to
bear its burdensome energy costs. This, together with any
other economic aid to Ukraine, would also constitute
significant indirect economic aid to Russia.

4. Do not try to destabilize Ukraine in the event that it heads in
a decidedly pro-Russian direction. This would be a very
dangerous path for Russia, for the West, and most of all for
Ukraine.

Western participants, while somewhat less sanguine about Russian
intentions, tended to share many of the Russian concerns about the
impact of a crisis in Ukraine, especially on relations with the West. A
crisis in Ukraine, one Western participant argued, would have a negative
impact on relations with the West regardless of whether Russia fomented
it or not. The process would be messy and the exact Russian role would
be difficult to ascertain. The overall political impact, however, would
most likely be to drive the West toward a policy of neo-containment.
Russian and Western policy preferences, he noted, were at odds with one
another. Russia wanted domination without responsibility, while the
West wanted Russian responsibility without domination.

A crisis in Ukraine would have a profound impact on East Central
Europe. It would make the Visegrad countries, especially Poland, very

nervous and would lead to increased pressure by these countries for a




more rapid enlargement of NATO, complicating the management of NATO-East
European-Russian relations and exacerbating current policy dilemmas.

The ultimate impact of any Ukrainian crisis, several Western
participants argued, would depend on how Russia reacted. If Russia
showed restraint, as it had in Crimea, then the fallout of any crisis on
Russia’s relations with the West could be limited. However, if it was
seen to be fomenting or exploiting the crisis, then the impact on
relations with the West would be quite strong. The problem, others
pointed out, was that the degree of Russian involvement was likely to be
ambiguous. This would complicate Western calculations and make any
response difficult. This underscored the importance of devising a
coherent Western policy designed to stabilize Ukraine and even of taking

joint initiatives with Russia aimed at containing the potential for

conflict.




3. TINTERNAL AND EXTERNAL ASPECTS OF UKRAINIAN SECURITY

Ukraine’s internal stability was a major focal point of discussion
at the workshop. Particular attention was paid to Ukraine’'s economic
problems and their implications. However, Ukrainian views on the state
of the Ukrainian economy diverged significantly from those of Russian
and Western conferees. While not denying that Ukraine faced serious
economic challenges, Ukrainian speakers argued that preoccupation in the
West with the negative aspects of the Ukrainian situation (which they
admitted existed) tended to overshadow many of the positive
developments. These included:

__  a better awareness of the complexity of the Ukrainian economic

crisis by Ukraine's intellectual elite;

-— the beginnings of the conversion of Ukraine's antigquated
military-industrial economy;

-- a sharp reduction in inflation;

~-— a robust second economy;

-— the increasing skill and sophistication of the Ukrainian
intellectual elite as a result of exposure to the practical
problems of governance and international experience;

_- the beginnings of an effort by the Ukrainian government to
organize a coherent financial structure.

In addition, the Ukrainian government, they argued, has pursued a
very effective ethnic policy, which has been able to avoid ethnic
conflict throughout Ukraine. The real problem facing Ukraine, they
argued, is not, as is widely thought, ethnic tensions between Russians
and Ukrainians, which both Russian and Ukrainian conferees agreed do not
exist,ibut a differentiated pattern of economic development in eastern
and western Ukraine. The eastern regions, where large Russian
populations live, are inordinately dependent on obsolescent military and
heavy industry.

The paramount problem challenging Ukraine's security, Ukrainian
speakers emphasized, derived from the deplorable state of the Ukrainian

economy and the need for effective economic reform. A Ukrainian




economist tried to put the problem in perspective. The state of the
Ukrainian economy, he said, was “bad but not catastrophic.” He warned
against a kind of economic determinism that had crept into many Western
and Russian analyses of Ukraine. For example, while GDP had certainly
declined dramatically, this had occurred mainly in the obsolescent heavy
industrial area concentrated in eastern Ukraine where an increase in
production would be highly undesirable. By contrast, in Western
Ukraine, many private economic initiatives have been undertaken, and
there is a veritable construction boom under way.

To a large extent economic dissatisfaction has been regionally
differentiated. But, Ukrainian participants pointed out, this has not
resulted in either social or ethnic unrest. To its great credit, as
Russian analysts also acknowledged, the Ukrainian government has pursued
a non-ethnically based concept of citizenship, aimed at accommodating
the large Russian and Russian-speaking population in the country.

Inflation has been reduced in recent months from 90 percent per
month in December 1993 to about 5.5 percent in June 1994. This reflects
both the inevitable leveling off of energy prices and a more responsible
attitude on the part of the government. As in Russia, actual standards
of living in Ukraine, one Ukrainian economist pointed out, are much
higher than either the dollar equivalents of per capita income or the
state of the statistical economy would indicate, reflecting a symbiotic
relationship between town and country that is absent in much of the West
and a thriving underground economy. Furthermore, he pointed out, the
unofficial private economy that has helped maintain living standards is
much less controlled by criminal elements than in Russia.

A high ranking Ukrainian economjc official made essentially the
same argument. The Ukrainian economy, he said, was being changed
despite the will of politicians. The main problems in the Ukrainian
economy were caused by disturbances in the Russian economy. The changes
in energy prices introduced by the Russian government were forcing
Ukraine to undertake economic reform. At the same time, there was a
danger of the "Ukrainization" of the Russian economy. Given the close

linkage of the two economies, such a development would inevitably have

negative consequences for the Ukrainian economy .
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Ukrainian speakers admitted, however, that economic reform had not
proceeded as quickly as necessary. This was due, they maintained, to
the absence of four factors:

a. the political will to pursue reform aggressively;

b. technical knowledge of how to implement reform;

c. a cadre of officials able to act on such knowledge;

d. substantial foreign assistance, especially for monetary

stabilization.

This situation has begun to change, they argued, as foreign aid
began to acquire credibility in Ukraine in the fall of 1993. This also
contributed to the signing of the tripartite Russian-U.S.-Ukrainian
nuclear agreement, as Ukraine began to have greater confidence in U.S.
support for Ukrainian independence. Ukrainian elites have begun to
learn, through time and the experience of their ex-Soviet and East-
Central European neighbors, about the mechanics of reform (such as
monetary stabilization, market liberalization, and privatization) and
this knowledge has begun to spread within Ukraine.

As a consequence, the political will to reform has grown, and at
least the language of reform has been accepted by all political parties
and candidates. TIf this will can be translated into a real program of
economic reform, Ukrainian participants argued, Ukraine's considerable
economic potential, e.g., in telecommunications, high-technology areas
(reflecting a well-educated and low cost labor force), and agriculture
(with per hectare yields potentially several times that of Germany)
could be exploited to positive effect.

Discussion of the prospects for Ukrainian economic reform had the
characteristics of "the chicken or the egg" problem. Ukrainians argued
that reform could not succeed without Western assistance, while
Westerners argued that without structural reform, aid could not be
effective. The main problem, one American official argued, was that
there was no government in Kiev that could implement reform. The
parliamentary elections in March seemed to make it even less likely that

Ukraine could implement a meaningful reform program. His views were

shared by a great many Western participants.




Russian participants were also skeptical about the prospects for
reform in Ukraine. A leading member of the Duma argued that Ukraine had
missed a chance over the last several years by failing to initiate a
serious privatization program. The leftist forces in the parliament, he
feared, would block any new reform efforts. Ukraine also had made
political errors. At the same time, Kravchuk’s powers had been greatly
weakened. Sooner or later, he predicted, Ukraine would have to rethink
its attitude toward the CIS.

Ukrainian participants, on the other hand, were surprisingly upbeat
about the prospects for reform. The economic program put forward by
Prime Minister Masol, they argued, contained many market-oriented
policies. Privatization was also moving forward. Some forty nine
percent of the enterprises scheduled to be privatized in 1994 had
already been privatized. However, Ukraine could not privatize too
rapidly without risking mass unemployment .

In addition, they pointed out, the composition of the Rada was not
yet clear. Only 337 of 450 deputies had been elected to date (late
June). Another 100 were still to be elected. Thus, it was too early to
say for sure, as some Western participants were inclined to do, that the
Rada was anti-reform.

Several Ukrainian participants also challenged the view that
decentralization of power would lead to the fragmentation or break-up of
Ukraine. A leading Ukrainian economist suggested that devolving more
power to the regions was both necessary and positive. He cited the
example of Switzerland. Several Ukrainian participants also warned
against exaggerating nationality or ethnic problems in Ukraine. This
was not a serious problem and diverted attention from the real social
and economic problems, which resulted from the slow pace of economic
reform and regional differentiation.

As far as external security was concerned, Ukrainian participants
showed little enthusiasm for closer t