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"East is East, and West is West, and never the twain shall meet." Rudyard Kipling's image

of incompatible political cultures is a tempting description of the battered triangular relations
between Russia, Ukraine and the European Union. These relations will only become worse
following the tragic destruction of Malaysia Airlines Flight MH17, brutally shot down over
Ukraine.

But if recent military events reverse two decades of closer economic and cultural integration
between the "East' and the "West" of Europe, it is a matter of political choice and ideology,

not economic reality. Ukraine's economic future lies between East and West, not with one or
the other.

Although the Kremlin seems to believe that Ukraine's association agreement with the EU was
and is the economic arm of a plot aimed at Russia, this view seriously misinterprets both EU
policy and the nature of trade relationships. It builds on several misconceptions, chief among
them the belief that trade, trade agreements and economic integration are geopolitics

in disguise.
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The simple fact is that Ukraine will benefit substantially from a trade agreement with the EU.

A good part of these benefits will evolve over time and are conditional on Ukraine's success
in reforming its economic and political institutions. The first step is to stamp out pervasive
corruption and make its stagnant markets more competitive, which will in turn stimulate
more productive behavior and attract more investment from Europe.

Yet more trade and investment with Europe was never meant to be a substitute for economic
integration with Russia.

Russia is not only one of Ukraine's most important trading partners, there are also good
reasons to believe that Ukraine's trade and investment integration with Russia will accelerate,
provided that there are peaceful relations between them. A significant part of Ukraine also
shares a language with Russia, further encouraging trade between them.

The Russian reaction to Ukraine's trade agreement with Europe has been remarkably hostile,
however. The EU association agreement with Ukraine has been seen as a competitor to the
Eurasian trade bloc and, more generally, as an encroachment on Russia's sphere of interest.

Although it is actually in Russia's economic interest to support growing trade and investment
between Ukraine and the EU, the Kremlin appears to view trade as the economic branch of a
grand geopolitical plan aimed against Russia.

Some commentators even blame the EU for precipitating the current hostilities by offering
Ukraine the association agreement in the first place.

Had it not been for the EU's free-trade appetite, they argue, Ukraine and the international
community would never have suffered the pains of the past months. Crimea would still be part
of Ukraine. Ukraine's east would still be controlled by Kiev, not by Kremlin freelancers.

But trade is about productive economic exchange and should be respected as such. In the long
run, it also fosters good institutions for peace, security and stability.

The EU association agreement should have never have been interpreted as anything other
than what it was: an opportunity for all involved, even Russia, to improve their economic
position and offer their citizens a brighter future.
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