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EU Will Likely Get a Bad Deal On Ukraine
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August 24, 2014

The recent flurry of European diplomatic activity on the crisis in Ukraine suggests that
a trilateral compromise between the EU, Russia and Ukraine may be in the making. Or,
at least, this would be the EU's preferred choice.

First, there are strong doubts whether Ukraine will be able to successfully transform,
to separate business and politics, to become a functioning economy and liberal democracy.

Continuing conflicts between oligarchs, the uncertainty surrounding constitutional reform,
and poor cooperation between the various branches of government frustrate Ukraine's allies
and give arguments to the skeptics. The question inevitably arises whether Europe's
commitment would be justified.

Second, there seems to be an assumption that Russia will not allow Kiev a military victory
in eastern Ukraine, whatever the costs. If so, the lack of a deal would only lead to further
escalation and loss of human lives, which is not acceptable.

Third, Russia's demands do not look excessive or exorbitant from the point of view
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of realpolitik: the recognition of Crimea's annexation and keeping Ukraine outside the EU
and NATO. The former has already happened de facto.

As for the latter, even before the crisis, the idea of granting Ukraine EU membership did not
have too many supporters in Europe. On the contrary, the recommendation that Ukraine seek
the status of Cold War-era Austria or Finland — despite failing to state clearly who will
guarantee the country's neutrality —was and still is being made rather often.

Last but not least, Europe does not feel comfortable about conflict with Russia. The main issue
is not money. After all, the whole value of banned EU food exports to Russia is more than two
times smaller than the international rescue credit package provided to Cyprus in spring 2013.

The issue is that the basic philosophy of post-modern Europe, according to which a bad
compromise is always better than a conflict, and peace under any circumstances is better than
war, even trade war. In addition, confrontation with Russia further corrodes EU solidarity

and cohesion.

All this is bad news for Kiev. It can no longer exclude the possibility that the EU will at some
point propose that it accept what in qualitative terms is the same formula tested in Georgia:
Territories are lost, including the frozen conflict area in the east, but financial compensation
is offered.

The problem with this option is that it would provide no long-term sustainable solution.
Russia would no doubt harvest the diplomatic triumph, but the structural geopolitical rivalry
in the region would not disappear.

The conflict will continue in latent form. Neither political relations with major European
countries nor mutual trust will be restored. This will be taken into account by international
business and will entail serious security implications.

Europe, in turn, will be also face a dilemma: to minimize ties with Russia in hope that
economic slowdown will gradually change Moscow's diplomatic stance, or to return to the
"business as usual" stance and continue selling technologies and weapons to Russia, thus
strengthening a country perceived as a security risk.

Moreover, there will be no short-term solution, either. A frozen conflict in the east would be
bound to become a source of destabilization for Ukraine's adjacent regions and possibly

for Russia as well. Worse, the government in Kiev, if it had to accept the deal, could collapse,
opening the way for a real Bosnianization of Ukraine.

Hopefully, the architects of the bargain are fully aware of these and other possible negative

implications. Because if not, they could be advised to go back to the drawing board.
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