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Since the mid-1990s, discussions about new East-East divisions emerging in
Europe have sprung up. Such divisions are reported in the Freedomhouse report
Nations in Transit; they are discussed by economists such as Herbert Briicker
and Wolfram Schrettl, and by political scientists from Valerie Bunce to Jacques
Rupnik.12 An emerging new East-East cleavage is also described by
commentators from the Western FSU region:
“Countries of the former Soviet bloc began to develop in different ways. Most nations
of Central Europe made attempts of accelerated transition to standards of the
developed European democracies, striving to overcome the historical gap as soon as
possible. [...] The socioeconomic differentiation of the postcommunist states was
accompanied by geopolitical divergence of the region that earlier had been under
Soviet control.

The basic argument as to a new division in Europe running roughly between the
Central Eastern European Countries (CEECs) plus the Baltic states and the
countries of the former Soviet Union (FSU) is fairly obvious: an income as well
as a ‘transition’ gap has been emerging between these countries over the last
several years, especially since the mid-1990s.3 The ‘transition’ gap consists in
the degree of economic as well as political reforms, ranging from the rule of law
to the level of foreign investment and further to civil and political liberties.
While the CEE countries and the three Baltic states are now classified as
democratically consolidated market economies by the Freedomhouse study on
1 Adrian Karatnycky, “Nations in Transit: From Change to Permanence,” in: Nations in
Transit 1998 fwww.freedomhouse.oral. Herbert BrtlckerAVolfram Schrettl, “Entsteht eine
neue wirtschaftliche Kluft in Europa?” in: Aus Politik und Zeitgeschichte, B44-45, 1997;
Valerie Bunce," The Political Economy of Post-Socialism,” paper presented at the conference
Postcommunist Transitions a decade Later: How Far East Can Western Europe Go? Program
for the Study of Germany and Europe, Harvard University, Cambridge, Mass, October 15-17,
1999; Richard Rose: “Prospects for Democracy in Postcommunist Europe,” in: Stephen
White, Judy Batt, Paul G. Lewis, Developments in Central and East European Politics 2,
London 1998, 276-295; Jacques Rupnik, ‘The Postcommunist Divide,” in: Journal of
Democracy, Vol. 10, No. 1 (1999), 57-62. See also: Iris Kempe, Direkte Nachbarschaft: Die
Beziehungen zwischen der erweiterten EU und der Russischen Foderation, Ukraine,
Weifirufiland und Moldova, GUtersloh 1998.
2 Serhiy Tolstov, “Ukraine in Euro-Atlantic Relations: Experience of Adaptation,” in:
Political Thought/Politychna Dumka, 3 (1999), 66-79.
3 To define which countries belong to which categories always presents some difficulties;
because our concern is with potential new cleavages running along state borders the countries
relevant here are categorised in three groups: 1) the four Western CIS countries: Russia,
Ukraine, Belarus and Moldova; 2) the three Baltic States; 3) as CEECs: Poland, Slovakia,
Hungary, Romania (which is included here, rather than in a separate South East or Balkan
category). The Czech Republic, Slovenia and Bulgaria are also included in this category,
however, they do not share borders with the Western CIS.
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Introduction

In this paper, 1 would like to bring into question the somewhat general
and facile assumption of a new and clear CEE/Baltic States - Western FSU gap
and to arrive at a more differentiated perception, taking diverging as well as
possible converging trends into account. The paper consists of three parts: I
begin with a brief outline of some of the general underlying assumptions of the
“divisions”-debate and make explicit my own position on these assumptions. In
the second part, I take a closer look at the general issue of a new East-East
division in Europe. Here, I ask in particular: 1) What and where are the new
dividing lines or cleavages supposed to be? What are the indicators? 2) Do these
cleavages mutually reinforce each other? Do we have a measure of ‘depth’ for
these cleavages? Along these lines, I dissect, analyse and to some degree
question the idea of a newly emerging division. The third part takes a closer
look at Ukraine and, with respect to this particular case, assesses whether the
observed East-Eastern divergence may widen or diminish in the future. This part
then considers the main factors driving the process into either direction.
Underlying Assumptions
In all the discussions about divisions in Europe - whether those between
Western and Eastern Europe as a whole or between Central Eastern and Eastern
Europe - two opposing background assumptions play a role:5 One assumption is
that countries are bound by historical, cultural, and religious legacies. This has
been most forcefully expressed by Samuel Huntington’s thesis of a “clash of
civilisations”.6 The other, pronounced by Francis Fukuyama but also implicit in
much of the Western advice and aid activity in Eastern Europe, is that all
countries can adapt to and develop both a democratic political and a capitalist
economic system, possibly even within very short time periods.7 These basic
4 A second East-Eastern cleavage not treated here could be seen as running across SouthEastern Europe.
5 With regard to this debate, see also Robert Zuzowski, Political Change in Eastern Europe
Since 1989, Praeger: Westport and London 1998, 141-147.
6 Samuel Huntington, The Clash of Civilizations and the Remaking o f World Order, New
York: Schuster & Schuster, 1996.
1 Francis Fukuyama, The End of History and the Last Man, New York: Free Press, 1992.

4

© The Author(s). European University Institute.
Digitised version produced by the EUI Library in 2020. Available Open Access on Cadmus, European University Institute Research Repository.

Nations in Transit, none of the Western FSU countries falls into this category;
while three of the Western FSU countries are classified as ‘in transition’, one,
Belarus, is classified as a consolidated autocracy and statist economy. These
differences are assumed to translate into a cleavage, geographically located
along the Eastern borders of Estonia (with Russia), Latvia and Lithuania (with
Russia and Belarus), Poland (with Russia/Kaliningrad, Belarus and Ukraine),
Slovakia and Hungary (with Ukraine) and Romania (with Ukraine and
Moldova).4

This paper is based on assumptions which may be characterised as being
in the ‘middle-of-the-road’ between historical determinism and unrestricted
adaptability. On the one hand, historical determinism is not useful, because it
has classified as perennially backward countries which have later experienced
‘miracles’ of economic development and démocratisation (for example, in Asia).
Furthermore, its application is often superficial. Why would orthodox religion
condemn a country to backwardness? To explain how historical and cultural
legacies influence present developments demands detailed argumentation which
is often lacking. Therefore, while I assume that historical, cultural and religious
legacies do play a role, this role is both highly complex and subject to (usually
evolutionary) change.
On the other hand, the assumption of unrestricted and short-term
adaptability appears faulty as is, for example, indicated by the failure of
structural adjustment programs in many parts of the world. Adaptability is
limited by historical legacies as well as structural conditions. These structural
conditions, as 1 will argue below, were substantially more difficult in the newlyemerging FSU states than in the CEECs. In summary, the argument presented
here is based on the general assumption that countries are limited in their
political and economic development potential by structural conditions, and to
some extent also by historical and cultural legacies. However, no country or no
group of countries is perennially condemned to economic backwardness or to an
authoritarian regime.

8 Ivan Berend, Central and Eastern Europe 1944-1993: Detour from the periphery to the
periphery, Cambridge: Cambridge UP, 1995.
For a list of which peoples belong(ed) to which groups linguistically, religiously and in
terms of 19,h century empires, see Judith Batt, “Introduction,” in: White, Batt, and Lewis
(1998), 1-19.
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assumptions can be used in different and to some degree even contradictory
ways: Ivan Berend has claimed, based on historical determinism, that the
countries of Central Eastern Europe are stuck in a peripheral status vis-à-vis
Western Europe as they have been for centuries.8 Others have used historical
arguments in a different way, claiming that while countries historically
connected to Western Europe - by their protestant or catholic religion and/or by
their inclusion into the “Western” Habsburg monarchy - will be able to ‘catch
up’, to become consolidated democracies and market economies, those countries
further east and southeast - marked by Orthodox or Muslim religion and a
history of belonging to the Russian or Ottoman empires - will not be able to
perform this transformation or adaptation successfully.9

Part I: New Divisions in Europe?
Where are the New Lines o f Division? What are the Indicators?
When we consider new divisions or cleavages in Europe it quickly appears that
the formerly existing, unified deep cleavage provided by the Iron Curtain - with
its two closely integrated political, economic, and military blocs on either side has been replaced by multiple cleavages. This makes the present picture more
complex and more difficult to make sense of. The most commonly used
indicators in discussions of new lines of division in Europe are economic
development, démocratisation, and - as the most important external factor linkage to the EU. Another important factor is foreign policy: What kind of
foreign policy orientation have Central and Eastern European countries chosen
over time? What relationship do they have with their neighbouring countries as
well as with the “West” (for instance, with respect to the Yugoslav wars)?
Economic Indicators
Table 1 shows income and GDP developments in selected CEE and FSU
countries.10 It is noticeable that there were already substantial differences in
income levels at the end of the communist period.11 From 1992 until the
10 These are rough indicators for the existence and depth of cleavages. Of course, a more indepth consideration of the economic situation - including trade patterns and prevailing
economic sectors - would yield a more precise picture. Since this goes beyond the scope of
this paper, I have chosen income levels and growth rates as indicators which are also widely
used elsewhere in discussions of East-Eastern cleavages.
11 See also “Catching up and Falling behind: Economic Convergence in Europe,” UNECE,
Economic Survey o f Europe, 2000, No. 1, 171-187. The authors argue that in the 1950s and
1960s convergence among all Eastern European economies could be observed, while
divergence set in already during the 1980s.
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A second general assumption made in this paper is that one can group
East European countries into several supranational regions (even if these
groupings are always debatable and open to contestation). At the same time, it
needs to be borne in mind that each country has some unique combinations of
various traits and, even more importantly, that there are also many (newly
emerging or deepening) divisions at the subnational level - between different
regions, generations, or ethnic groups. For reasons of simplicity this paper is
concerned with countries, while further analysis would need to take these
internal differentiation into account. Lastly, this paper primarily deals with
potential East-Eastern lines of division concerning Central Europe and the
Western ex-Soviet states and does not focus on potential divisions in SouthEastern Europe.

The civil or interstate wars (Georgia, Moldova; Armenia - Azerbaijan)
which affected some post-Soviet countries can be seen as extreme forms of such
state- and nation-building problems which generally inflicted severe damage on
the economies of the Caucasus republics as well as on Moldova. Furthermore,
the previous interdependence of the Soviet republics in terms of production
links, trade and administration had been even closer than for the COMECON
countries overall. Therefore, the break-up of established regional structures
affected the new FSU states considerably more severely than it did the CEECs.
In the period from early 1995 until 1998, the path of economic
development and the trends of divergence changed, with economic recovery
becoming established in the northern CEECs and the Baltic republics. Romania
and Bulgaria registered some growth but also experienced further recession. A
similar trend could be observed in several of the FSU countries in Central Asia
and the Caucasus (for example, Kazakhstan and Armenia). The Western FSU
countries (Russia, Ukraine, and Moldova), however, mostly underwent further
recession although their level of economic loss decreased. A general explanation
for this could be that in this period the factors for economic development shifted
from the starting conditions and in the direction of an evolving economic policy,
those countries which undertook coherent reforms (for example, the Baltic
states) doing better than those which did not (Russia, Ukraine, and Moldova).12
When we look at recent (1998 and 1999) data and at short-term growth
forecasts, we see that the GDP per capita levels have diverged substantially
since 1992; however, recent and forecasted growth is less divergent than that
experienced by various countries in the previous two time periods (1990-1994
and 1995-1998).13

12 Because of the authoritarian regime of the country, the evidence on Belarus is too mixed
and the reliability of data too questionable to include it in the economic comparison.
13 “Positive expectations generally prevail in the official forecasts for the transition economies
in 2000 [...] These forecasts imply that GDP in the ECE transition economies [including the
CEECs, the SEECs, the Baltic States and the CIS] as a whole would grow by some 2 % per
cent in 2000, an average rate of growth that has not yet been achieved during the past 10 years
of economic transformation.” UNECE, Economic Survey o f Europe, 1999, No. 3, 45.
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beginning of 1995, divergence increased due to the fact that the fall in GDP in
the post-Soviet states (including the Baltics) was markedly steeper than in the
CEECs. We can assume that this steeper fall was connected to the more severe
problems of the post-Soviet states in the initial years after Communism: in
contrast to most CEECs, all of these countries had to face the additional
challenges of state- and nation-building (establishing borders, currencies,
national administrations; agreeing on citizenship rules and insuring against
secessionist/irredentist claims).

Political Development: démocratisation and foreign policy
The degree of démocratisation among the CEECs, the Baltic States, and the
Western FSU differs widely, varying from those cases which are classified by
the Freedomhouse survey as ‘consolidated democracies’ to the case of Belarus
which is generally regarded as the most autocratic state in Europe. However,
whether we think that there is a deep regional democratisation-cleavage between
the CEECs and the Western FSU countries depends on whether we see the glass
as half full or half empty. Apart from Belarus, the three Western FSU countries,
Moldova, Russia, and Ukraine are the most democratised of all of the states of
the ex-Soviet Union.15 Adrian Karatnycky, one of the editors of the
Freedomhouse survey, writes:
“If we compare the non-Baltic former Soviet states to one another, we find that the
New Independent States of Russia, Moldova, and Ukraine rank at the top in terms of
their democratic development [...]”.1617

And Zuzowski argues:
“It is only a seeming paradox to state that Russia in comparison to Poland and the
Czech Republic [...] made greater progress toward democracy and a market economy
[ - I ”.'7

14 The last issue is not reflected in the indicators presented here. Concerning integration with
Russia, the Baltic states are in an intermediate position between the CEECs and the Western
CIS countries. They were thus more severely affected by the Russian crisis of 1998, than, for
example, Hungary or Slovenia. See UNECE (1999), 16, 44.
15 Sarah Birch, “In the shadow of Moscow: Ukraine, Moldova and the Baltic Republics,” in:
White, Batt and Lewis (1998), 70-75.
16 Adrian Karatnycky, “Introduction,” in: A. Karatnycky, Alexander Motyl, and Boris Shor,
Nations in Transit 1997, New Brunswick and London: Freedom House, 1997, 10.
17 Zuzowski (1998), 145.
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Based on these rough and aggregate indicators, what can we say about the
development of East-Eastern economic cleavages? Firstly, several possible lines
can be drawn: between upper-middle income and lower-middle income
countries, or between countries growing faster or slower (both in the period
1995-98 and according to projections), or between countries still more or less
closely integrated with Russia.14 Secondly, along whatever line we define a new
East-Eastern cleavage, there would still be substantial intra-group variation:
Polish GDP per capita is only half that of Slovenia, while among the Western
FSU countries the differences are even more substantial, with the GDP per
capita in Russia being about three times that in Moldova. Thirdly, the
divergence in growth rates has been decreasing continuously over time. This
means that the gap is still growing, but it does so at a much slower pace than in
the early J990s.

While the CEEC as well as at least three out of four Western FSU states
have therefore made considerable progress in terms of démocratisation, all
postcommunist states display problems with important elements of ‘deeper’
démocratisation - especially the firm establishment of free and independent
media and the development of a robust civil society. For example, even a
‘consolidated’ country like Hungary not long ago experienced serious attempts
at media control by the government. To give another example, Kestutis Girnius
has recently lamented the bad state of Lithuania’s ‘real existing’ democracy
which he describes as marked by a fractious and atomising rather than selforganising society, and corrupt, arrogant political elites.18
Overall, the democratisation-cleavage between the CEECs (plus the Baltic
states) and the Western FSU states is not as deep as is often assumed especially if we regard Belarus as an exception. However, since democracy is
still clearly more frail and tentative in the Western FSU countries than in the
CEECs, uncertainty remains as to future developments and thus as to a
deepening future divergence. Currently, this is highlighted by concern about
President Putin’s quest for law and order in Russia as well as by international
criticism of the last presidential elections and the referendum aimed at
increasing presidential powers in Ukraine.
Apart from démocratisation, foreign policy orientation also appears as an
important indicator of division. Foreign policy differs as an indicator from
marketization and démocratisation since it is not a standard variable included in
measurements of ‘transition’. Roughly, the CEE as well as the Eastern Balkan
countries have chosen a Western policy orientation and their desire to join the
EU has come to dominate their foreign policies. The Western FSU countries
differ in their orientation: Belarus has increasingly chosen a unidirectional
attachment to Russia - culminating in the signing of a union treaty on December
8, 1999 - combined with a rejection of the West.19 Moldova and Ukraine have
both been keen to establish their independence from Russia and therefore have
pursued a Western orientation.20 However, both Moldova and Ukraine are
highly energy dependent on Russia and have thus also had to maintain a close
relationship with their Eastern neighbour. Moldova’s relation to its Eastern
18 Kestutis K. Girnius, “Democracy in Lithuania,” in: Mary Kaldor and Ivan Vejvoda (eds.).
Democratization in Central and Eastern Europe, London and New York: Pinter, 1999, 51-66.
19 RFE/RL Poland, Belarus, and Ukraine Report, Vol. 1, No. 28, December 14, 1999.
20 Birch (1998), 75-77.
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Zuzowski’s argument is based on the idea that Russia was in a much more
disadvantageous starting position and therefore has travelled a longer distance
towards democracy than Poland or the Czech Republic.

The foreign policy of the Russian Federation differs from that of all other
ex-Soviet states because it is the former imperial center. Towards the West its
foreign policy has evolved from a cooperative course in the early 1990s to a
more distanced stance later on.21 Overall, Russia’s position and importance as a
former imperial and still important regional power seems likely to continue to
set it apart even if its transition trajectory towards démocratisation and
marketization is maintained and divergence lessens in these respects.

Overall, for the peripheral states of the former Soviet Union, foreign
policy has provided certain possibilities for moving towards the West without
these states being able or willing to implement full domestic reforms in the
direction of marketization and démocratisation.22 The major potential for a
foreign policy cleavage lies between Russia as a dominant power (plus Belarus)
and the rest of Europe. This potential is, however, mitigated by the fact that
there is a chain of linkages which connects the EU with the accession countries,
the accession countries with the non-Russian Western CIS (in particular Poland
with Ukraine and Belarus, Lithuania with Belarus, Romania with Moldova) and
again these with Russia; combined with considerable attention being paid to
Russia by all European states.

21 However, distance towards different Western countries differs. Some anti-Westernism
might be more anti-Americanism, while relations to the EU or Germany have suffered less.
Furthermore, anti-Westernism in a foreign policy sense may be, but is not necessarily,
concomitant with a rejection of marketization and démocratisation.
22 Although Tolstov and others have warned that a pro-Western foreign policy stance will be
hollowed out and will become meaningless if economic and political reforms are permanently
delayed.
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neighbour was further complicated by the secessionist movement in
Transdniester which was supported by the Russian 14lh Army.
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The EU’s choice to enlarge has made the question about new cleavages in
Europe more pressing, due to the implication that new cleavages will run along
the Eastern border of the enlarged Union. Enlargement highlights the EU’s role
as being both part of the problem and part of (possible) solutions. The EU is part
of the problem insofar as the enlargement process becomes an additional factor
in divergence between the CEECs and the Baltic states on the one hand and the
Western CIS countries on the other. The CEECs (including Bulgaria and
Romania) and the Baltic states are linked to the EU by ‘Association
Agreements’ and since February 2000 are all included in the official pre
accession negotiations. The CIS states, by contrast, have in the meantime almost
all concluded Partnership and Cooperation Agreements (PCAs) with the EU
which do not open up the possibility of eventual accession.
The EU-factor differentiates in many respects - from trade and investment
diversion to visa requirements (see below, p. 19). However, there are also
mitigating trends. The EU does try to integrate the Western FSU more closely,
for example through its offer to establish Free Trade Areas.23 Through such
instruments, the EU is an element in possible solutions and the bridging of gaps
in Eastern Europe. Furthermore, as Avery and Cameron have argued,
enlargement may overall help rather than hurt the interests of the CIS states
since it will make the EU more engaged in the region.24 Most importantly, the
line of enlargement has moved eastwards at a considerable pace over the last
decade. We should therefore not exclude the possibility that membership might
eventually be offered to all or some of the Western FSU countries. In particular,
Ukraine and Moldova have voiced their interest in membership. Ukraine’s
efforts in this direction have recently again been muzzled by the EU’s Common
Strategy adopted at the Helsinki Council. In Moldova, the ‘upgraded’
membership perspective of Romania has again fuelled a discussion about some
form of union with its larger Western neighbour. European Commission
President Romano Prodi has informed the Moldovan authorities that to consider
Moldova for candidacy to EU membership would be “premature” and that
Moldova first needs to show a fuller implementation of its PCA.25 However, all
these moves signal that no final solution as to the eventual status of Ukraine and
Moldova within a ‘Greater Europe’ has been found or agreed upon so far.
23 See Christopher Hillion, “Partnership and Cooperation Agreements between the European
Union and the New Independent States of the Ex-Soviet Union,” in: European Foreign
Affairs Review, 3 (1998), 399-420.
24 Graham Avery and Fraser Cameron, The Enlargement o f the European Union, Sheffield:
Sheffield Academic Press, 1998, 140-151.
25 RFE/RL, Newsline part II, February 1, 2000.
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The EU Factor

C ou n try

PCA

Interim A g reem en t

Armenia

Signed 22.4.96
+ Entered into force 1.7.99
Signed 22.4.96
+ Entered into force 1.7.99
Signed 6.3.95
Signed 22.4.96
+ Entered into force 1.7.99
Signed 23.1.95
+ Entered into force 1.7.99
Signed 9.2.95
+ Entered into force 1.7.99
Signed 28.11.94
+ Entered into force 1.7.98
Signed 24.6.94
+ Entered into force 1.12.97
(initialled 24.5.97)
Signed 14.6.94
+ Entered into force 1.3.98
Signed 21.6.96
+ Entered into force 1.7.99

Entered into force 1.12.97

Azerbaijan
Belarus
Georgia
Kazakhstan
Kyrgyzstan
Moldova
Russia
Turkmenistan
Tajikistan
Ukraine
Uzbekistan

Signed 8.10.97
Signed 25.3.96
Signed 5.10.96 + entered into
force 1.9.97
Signed 5.12.95 + entered into
force 1.4.97
Signed 28.11.96
Entered into force 1.5.96
Entered into force 1.2.96
Entered into force 1.2.96
Signed 14.11.96

How Deep are the New Divisions? Are They Mutually Reinforcing?
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Table 2: PCAs between the EU and the CIS countries

When we try to gauge the depth of present-day East-Eastern divisions, we need
some reference points. One category of reference points is historical: What have
been depths of division or linkage between different Central and Eastern
European countries and between them and present-day EU members in the past?
One problem with such historical comparisons is of course that there are
numerous different time periods which could reasonably be chosen as reference
points - from the Renaissance to the interwar years to the 1960s, 1970s, and
1980s. With reference to the underlying assumptions discussed in the
introduction, it needs to be added that comparing present-day and historical
divergence is not equivalent to views of historical determinism. Rather, such a
comparison implies that divergence can change and has changed significantly
over time.
Obviously, the Central and Eastern European countries were much more
closely interlinked during the Cold War era, when the cleavage vis-à-vis the
West was both unified and deep. However, even during this time substantial
East-Eastern differences existed, which sharpened during the 1980s, a point
which tends to be forgotten in the West. Pre-WWII and in the more distant
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If we restrict our comparison to the 20lh century, we can conclude that
there are contradictory trends: ideologically and politically, divisions across the
European continent as a whole presently are less deep than at any other time,
with a nearly universal commitment by countries to liberal democracy and a
market economy (even if the commitment is not uniformly matched by
implementation). Also, the movement of ideas and people has generally so far
been liberalised, since travel was restricted within Cold War Eastern Europe and
many borders were only opened during the 1990s. In economic terms, by
contrast, the differences are markedly greater today than in preceding decades,
with a handful of countries showing signs of catching up with Western Europe,
while many other Eastern European countries are losing their previous level of
development.26
With respect to the question whether potential lines of division are
mutually reinforcing, the answer is both yes and no. Not all of the lines
mentioned above run along the same country borders. However, some countries
clearly lie on the one, and some clearly on the other side of several possible
lines, while several countries fall in the in-between category. Therefore, an
oscillation of their categorisation will continue in the future. These primarily
include the Western FSU countries Ukraine and Moldova, but also cases like
Bulgaria and Romania. While the latter two have associate status with the EU, in
terms of economic development and reforms they clearly lag behind other CEE
countries. Russia’s categorisation may depend as much on foreign
policy/military issues as on economic and democratic reforms. Belarus is not an
‘in-between’ case at the moment; however, bordering Latvia, Lithuania, and
Poland as it does - i.e. three relatively successful transition countries - there is
potential for a diffusion of more political as well as economic reform-oriented
policies. This potential for diffusion makes Belarus different from the
consolidated autocracies of Central Asia.
Factors such as diffusion, which influence the future lessening or
deepening of divergence and thus the development of potential East-Eastern
cleavages, are discussed in the following part. To allow for a more detailed
picture, the focus is narrowed to a single Western FSU country, Ukraine.

26 UNECE (2000), 175.
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historical past, East-Eastern differences were also substantial - due to the
inclusion of different areas into different empires, for example, during much of
the 19'h century, or because of different starting points of industrialisation, etc.

When we look at the Central Eastern European - Western Former Soviet region
in terms of new cleavages, Ukraine is a critical case with regard to the question
whether divergence will deepen or lessen over the coming years. Belarus, at
least for the time being, has no domestic forces working toward a lessening of
divergence, and political as well as economic reforms have been almost absent.
Moldova is by far the poorest and most agricultural country of the region. Thus,
it is an unlikely candidate for a significant lessening of divergence in economic
terms at least for the next decade. Ukraine and Russia are somewhat similar
cases, although Russia generally is regarded as having undertaken more
economic and slightly more democratic reforms and it is still considerably richer
in official GDP per capita terms than Ukraine.27 However, Russia’s foreign
policy position is rather unique and there has been considerable fall-out with the
West over recent armed conflicts (Kosovo and Chechnya). Ukraine, by contrast,
has increasingly oriented itself towards the adoptation of a “Central European
model.”28 Appropriately, its newly appointed reformist prime-minister has been
dubbed “the Ukrainian Balcerowicz”, referring to the Polish finance minister
regarded as one of the central architects of the Polish economic turn-around.29
Thus, Ukraine is a critical case for a potential lessening of divergence, although
the prospects so far are dim.
The Pessimistic Trend: Deepening o f Divergence
The argument for a deepening of divergence is twofold: firstly, it could be
argued that domestic conditions make recovery impossible. Ukraine, as well as
other countries of the FSU, are in a vicious circle. They have experienced such
deep “socio-economic degradation” (in Tolstov’s words), that it has become
increasingly difficult to turnaround, and to catch up with a country like Poland,
at least, will require more and more time. Furthermore, worsening
socioeconomic conditions are assumed to render démocratisation more and more
tenuous.
Secondly, Ukraine’s prospects are thought to be harmed by EUenlargement. Due to the Schengen agreement, the enlargement process has
already diminished and will even further restrict the exchange of people and
goods between Ukraine and neighbouring CEECs, especially Poland.
Furthermore, enlargement will divergingly influence the resources made
available to the CEECs and Ukraine. While the acceding countries will profit
from pre-accession aid and, later, even more from redistribution within the EU,
27 Nations in Transit 1998, Table A, 16.
28 Tolstov (1999), 70.
29 Nezavissimaya Gazeta, December 24, 1999.
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Part II: Deepening or Lessening of Divergence? The Case of Ukraine

Economic Reforms and Development
The income differential between Ukraine and its most important Western
neighbour, Poland, has more than doubled in recent years, according to official
data. While in 1992 the Polish GDP per capita (in PPP) was 1.3 times that of
Ukraine, in 1998 it was 3 times as high. This economic divergence is presently
continuing to deepen, if we look at the growth figures/forecasts for 1999 and
2000. Foreign direct investment is substantially higher in Poland than in
Ukraine. Even if not all foreign direct investment is likely to create jobs and
economic growth, FDI has generally been an important source for
modernisation, increases in productivity, and growth. Thus, FDI levels indicate
that the future growth prospects of Poland are better than those of Ukraine.
If we can trust the figures, Ukraine has also lost in comparison with its
biggest neighbour to the South, Romania. Having had a slightly higher income
than Romania in 1992, Ukraine’s official GDP per capita had fallen to almost
half of the Romanian figure by 1998 (see table 1). Even more pronouncedly was
Ukraine’s falling behind in comparison to the Baltic states. While the Baltics in
1998 had recovered to between 60 and 80 percent of their 1989 GDP, Ukraine
had retained only 40 percent of its previous aggregate economic level.30
Certainly, there are a number of factors which have contributed to the
dramatic deterioration of the economic situation in Ukraine; among these are
important structural factors like the difficult break-up of the Soviet Union and
the concentration of heavy and military industries in Ukraine (while the Baltic
Republics, in contrast, had more light industries).31 However, Ukrainian as well
as foreign commentators agree that the political failure to pursue economic
reforms - or any coherent economic policy - is the most fundamental cause of
Ukraine’s deep and continued economic decline.32 The lack of a stabilisation
policy led to hyperinflation in 1992 and 1993 (2,730 and 10,155 per cent
30 UNECE (1999), 128 (Appendix Table B.l). For all of these comparisons we need to take
account of the fact that the Ukrainian shadow economy is generally supposed to be one of the
largest in Eastern Europe, so the differences may actually not be quite as large as they appear
according to official statistics. See Ukraine: Restoring Growth with Equity, A World Bank
Country Study, The World Bank, Washington, D.C. 1999, iii-iv.
31 Birch (1998), 78.
32 King Banaian, The Ukrainian Economy since Independence, Cheltenham: Edward Elgar
Publishing, 1999. Paul D’Anieri, ‘The Impact of Domestic Divisions on Foreign Policy,” in:
Taras Kuzio, Robert S. Kravchuk, Paul D’Anieri (eds.), State and Institution Building in
Ukraine, Macmillan: London 1999, 88.
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Ukraine will continue to receive only relatively meagre amounts of TACIS aid
and some bilateral assistance from the EU.

The social and human losses associated with the economic degradation in
Ukraine is immense. As one of the roughest possible indicators, Ukraine’s rank
in the Human Development Index has dropped from 54 in 1992 to 102 in 1995,
one of the steepest falls across the region. According to the New Democracies
Barometer V (1998), Ukrainians were the worst off among people surveyed
from 12 nations, including such other countries as Bulgaria, Romania, and
Belarus (but not Russia).33 To the question “Do you get enough money from
your regular job to buy what you really need?” 63 percent of Ukrainians chose
the answer “definitively not enough” - about twice as many as in Belarus and
Romania. When asked whether households had to do without food or essential
clothing, 42 percent of Ukrainians answered that they “often” had to do without
food, and 59 percent said they “often” did without clothing (the respective
percentages for the answer “often” for Belarus, Romania and Bulgaria were
concerning food: 15, 4, 9 and clothing: 28, 7, 36 percent).38
As these numbers indicate, people in Ukraine have already used up their
previously accumulated resources. This makes economic reforms more difficult
now than they would have been five or seven years ago. Inter alia, reforms
necessarily involve an increase in unemployment and thus would cause even
further losses of income for substantial groups who by now have no saved
33 EBRD, Transition Report Update, London, April 1999, 9. See also Banaian (1999), chapter
2: ‘The Hyperinflation Process,” 28-55.
34 D’Anieri (1999), 91.
35 Zerkalo Nedeli, January 22, 2000 “MhhcJjhh nepeinen py6HKOH. Hanajiccb.
36 D’Anieri (1999), 94.
37 Richard Rose and Christian Haerpfer, New Democracies Barometer V. A 12-Nation Study,
Center for the Study of Public Policy (University of Strathclyde, Glasgow), Studies in Public
Policy No. 306, 1998.
38 Rose and Haerpfer (1998), 36-40.
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respectively).33 A regular Ukrainian currency, the hryvnia, was only introduced
in 1996. Privatisation has been stalled due to protracted struggles between the
President and the Parliament over lists of ‘strategic enterprises’ which must
remain in the hands of the state as well as disputes over which branch of
government would control the privatisation process.34 In November 1997, the
Parliament even voted to ban any further privatisation. Large budget deficits and
heavy external borrowing in the early 1990s led to the rapid accumulation of a
large foreign debt for which the first heavy repayments were due since 1999,
bringing Ukraine to the verge of default in early 2000.35 The root cause for the
overall failure to reform is often regarded as being because “Ukraine has a
[political] system that is very prone to stalemate.”3637The situation of economic
frailty and degradation has been further exacerbated by the Asian and especially
by the Russian crisis of 1998, which led to a freezing of many fledgling positive
developments.

The Commitment to Démocratisation
The severity of the economic situation, together with the fact of continued
political stalemate, has greatly undermined trust in politicians and the new
democratic institutions. Trust in the Parliament is particularly low. According to
Kolodii, “[t]he level of trust in the president fell from 33% to 17% between
1995 and 1997, that in the government fell in the same period from 15% to 9%,
and that in the parliament from 9% to 7%.”40 Furthermore, there are serious
doubts as to the commitment of leading Ukrainian politicians to continuing
further démocratisation. Since the beginning of 1998 - that is, since the
beginning of the long electoral campaign period for the Parliamentary elections
in March 1998 and for the Presidential elections in October-November 1999 press freedom has been restricted. Essentially, the Presidential apparatus has
asserted as much control over the electronic media as possible. This policy has
been severely critized by the OSCE.38 However, the “démocratisation deficits”
of Ukraine are primarily extremer forms of deficits also existing in other
transition countries further to the West. As has been mentioned above, control
over the media has been contested in a much more democratically advanced
country like Hungary. Disappointment with democratic institutions and
politicians runs high in transition countries as diverse as Hungary, the Baltics
and Bulgaria. Civil society is still weak in most places.41 So, while Ukraine is
certainly at the lower end of the démocratisation process, it does not differ
absolutely from other transition countries which have been granted full
democratic credentials by the EU.
Nevertheless, the issue of démocratisation will remain thorny for Ukraine
also with respect to further economic reforms: On the one hand, the political
stalemate between President and Parliament is a major cause of stalled reforms.
So far, this stalemate is continuing even though a pro-Presidential majority in
39 Corruption is pervasive not only in countries reforming more slowly like Ukraine, but also
in faster and overall more successful transition countries like Estonia. See Kaldor and
Vejvoda (1999), 15.
40 Antonina Kolodii (Lviv) with the assistance of Stephen D. Shenfield, The Presidential
Election in Ukraine: Mirror o f a Society in Transition, distributed by the Ukraine List #71,
January 24, 2000.
41 Kaldor and Vejvoda (1999), 12-23.
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resources to fall back on. Also, since another consequence of the
impoverishment of society is the underpayment of the entire judiciary and
police, fighting corruption becomes increasingly difficult. Corruption is often
seen as an important impediment to growth and development, although there is
no agreement as to how much and what kinds of corruption are the most
problematic.39

Acceptance or Rejection of Western Models?
The rejection of Western models is often seen as a factor differentiating the
former Soviet countries from those of Central Eastern Europe. However, as
Miller, White, and Heywood state in their book on Values and Political Change
in Postcommunist Europe, differences in values between Central Eastern Europe
and the Western Former Soviet Union may not be as large as is often assumed.44
“So on socialist values, there was no break point at the FSU/ECE border, and no
break point between west Ukraine and the rest of the FSU.”45 The authors argue
that the political and social values of the populations in CEE as well as in the
Western FSU are part of the solution rather than the problem for further
démocratisation and market reforms. This includes a substantial acceptance of
social inequality. Among those most accepting of ‘Western’ values (liberalism,
democracy, market economy) across all countries are the young, the better
educated as well as generally political elites (the authors in particular have
surveyed MPs). Certainly, survey data on values and value changes in Eastern
Europe need to be taken with as much as, if not more, care as economic data.
However, on a broad scale, the thrust of Miller’s, White’s and Heywood’s
findings is corroborated by other surveys as well as recent election results.
The 1999 Presidential elections in Ukraine may be read as a rough
indicator of a pro- rather than contra-reform majority. While commentators
agree that few voters really preferred Kuchma, more than half of Ukrainians
voted against the (largely unreformed) communist Symonenko in the run-off and
42 RFE/RL Newsline part U, Jan. 14, 2000.
43 RFE/RL Newsline, part II, Jan. 26, 2000, endnote: “Subduing the parliament with a
referendum” (by Jan Maksymiuk).
44 In this respect, we need to differentiate between foreign policy preferences and preferences
concerning the domestic order.
45 W. Miller, S. White, P. Heywood, Values and Political Change in Postcommunist Europe,
London and New York 1998, 121. The authors pay special attention to possible differences
between Western and Eastern Ukraine because the religiously and historically divided
Ukraine is seen as testing ground whether Huntington’s clash line between Orthodox and nonOrthodox areas matters. The authors do not find evidence for the present-day existence of
such a historical-religious-cultural fault-line in values either between Western and Eastern
Ukraine or between the studied CEECs and the FSU countries and conclude that Huntington’s
assumptions are wrong.
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Parliament was formed at the beginning of 2000.42 On the other hand, the
instruments which the President has been using to overcome this stalemate (a
referendum to introduce far-reaching constitutional changes and to weaken
parliament) evoke fears of authoritarian tendencies. At the same time it remains
unpredictable, if Kuchma - once he successfully pushes through these changes will actually implement the necessary but difficult structural reforms.43

EU Enlargement: Threat or Chance?
The EU and its plans for enlargement may be the single most important external
factor when we consider the emergence of East-Eastern cleavages. EU
enlargement is assumed to deepen divergence, because 1) trade and investment
is diverted to the accession countries or those which have at least a view to
accession, 2) the attention of the EU is focused on the accession countries, as
well as possibly on the Balkans and on Russia, while Ukraine (as well as
Moldova and Belarus) remains relatively neglected, 3) enlargement cuts off
FSU-residents from easy and visa-free access to the CEECs, and 4) substantially
more money is redistributed from the West to the acceding CEECs than to the
countries further East.
The fear that EU enlargement will have negative consequences is strongly
voiced within Ukraine.47 Thus, foreign minister Tarasyuk has repeatedly voiced
the opinion that the construction of a new ‘Europe’ excluding Ukraine would be
a ‘“ great strategic and conceptual mistake’.’ 8 At a forum in Warsaw on
“Central and Eastern Europe on the Road to the European Union,” both Kuchma
and Tarasyuk critized the EU-policy towards Ukraine; while (the outspokenly
pro-Western) Tarasyuk said that EU’s neglect of Ukraine could leave the
country on the Eastern side of “ ‘a new dividing line on the continent, with
disastrous consequences.’"49 However, while the concern of Ukraine’s foreign
policy actors certainly needs to be considered, it obviously lies in their strategic
interest to exaggerate the fault of the EU in order to divert attention from the
failures of Ukraine’s internal reforms. By contrast, Western scholars studying
the issue have argued that enlargement might indeed have positive effects for
Ukraine (as well as other NIS). Thus, Avery and Cameron argue that

46 While there were irregularities in the voting process and a strongly skewed media
campaign, Western observers have not doubted the overall result, not least because there was
a substantial margin between Kuchma (56%) and Symonenko (38%) in the second round.
47 Similar fears about isolation and negative economic consequences exist in Russia. See
Borko (1997), 379.
48 Romyr Report, Winter 2000, Vol. 2, No. 2(6), (‘The View from London”).
49 Jamestown Monitor, Vol. 5, No. 125, June 29, 1999 (“European Union seen as ColdShouldering Ukraine”).
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thus against putting an end to reforms which Symonenko had suggested.46
Overall, rejection of Western models is currently not a factor in deepening
divergence between Ukraine and the CEECs.

“[a]part from Russia, Ukraine will be the most important neighbouring state <tp
Europe, with borders to four new EU Member States (Poland,'Buhgaty, Slovakia,
Romania) who will seek to ensure that EU-Ukraine relations are np^t^iected.” / »
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But the EU has also been critized by Western observers to this ,effect that the
way it pursues enlargement tends to be divisionary and more so than NATO’s
approach, which tries rather ‘“ to soften the distinction between members and
non-members.’“505I Contradictory pronouncements by EU-offtcials have certainly
not been helpful. In November 1999, the Commissioner for enlargement,
Gunther Verheugen, compared suggestions of eventual Ukrainian EU
membership to suggesting Mexico’s inclusion into the US. Then, in May 2000
after a visit of Prime Minister Yushchenko to Brussels, the Commission’s
President Romano Prodi mentioned the possibility of creating closer ties with
Ukraine; while two months later a spokesman of Verheugen - referring to
Ukraine’s wishes —again ruled out the possibility of inviting any new members
before the conclusion of the present round of enlargement. This would delay
granting Ukraine associate status at least for a decade?2
While the political battle has thus intensified, it appears useful to break
down the broad debate to its presently assessable features. What is the available
evidence on enlargement effects on Ukraine so far? How does it fare with regard
to the four issues outlined above (trade, EU’s attention, visa-regimes and
transfer payments)?
1) As regards the diversion of trade and investment in favour of the
CEECs, it is extremely difficult to distinguish between the EU factor and
domestic causes. Ukraine is in general less competitive than, for example,
Poland, and also offers a worse investment climate. Avery and Cameron
imply that, overall, the effects at least on trade will be beneficial for
countries like Ukraine, since enlargement “will lead to a significant
reduction in the applicants’ external tariffs, [~.]”.53 Furthermore, the
PCAs concluded with Russia and Ukraine contain provisions for
establishing free trade areas with the EU.
2) The second issue, which may make enlargement a factor of divergence
is the ‘attention of the EU’. The evidence on the EU’s attention to or
50 Avery and Cameron (1998), 146-147.
51 RFE/RL Newsline, part II, June 27, 2000 citing a study by British defence analyst James G.
Sherr.
52 The next round of the evolving relationship was the fourth EU-Ukraine summit in Paris on
September 15, 2000. This paper was completed before the summit took place.
53 Avery and Cameron (1998), 142.
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• to provide an appropriate framework for the political dialogue between
the Parties allowing the development of close political relations,
• to promote trade and investment and harmonious economic relations
between the Parties and so to foster their sustainable development,
• to provide a basis for mutually advantageous economic, social,
financial, civil scientific technological and cultural cooperation,
• to support Ukrainian efforts to consolidate its democracy and to
develop its economy and to complete the transition into a market
economy.55
The Agreement entered into force in March 1998 after ratification by all
Member States; an interim agreement had been in force since February 1, 1996.
Maresceau has offered a rather negative evaluation of the PCAs:
‘This distinction [between PCAs and Association Agreements] is not just a question
of semantics: Partnership Agreements - notwithstanding their nice name - establish
and consolidate in reality a new dividing line in Europe.” 6

He also sees the differentiation between the Western FSU countries and those
further to the East as insufficient.
From its side, Ukraine began to push actively for closer integration into
European structures in 1995. In the fall of 1995 it joined the Council of Europe;
in December it signed a Memorandum of Understanding with the G7 and with
the European Commission on the closure of the Chernobyl nuclear power plant
in 2000.57 In April 1996, Kuchma announced in a speech before the
Parliamentary Assembly of the Council of Europe that joining the EU was
Ukraine’s long term strategic goal. A few months later, the EU decided to grant
Ukraine the status of an ‘economy in transition’.58 In December 1996, the
European Council approved an Action Plan on Ukraine which had been
proposed by the Commission and which proclaimed further support for
democratic and economic reforms and an intensification of the political
54 EU legislation in force. Document 298A0219(02).
55 PCA, Article 1.
56 March Maresceau, “Association, Partnership, Pre-Accession and Accession,” in:
Maresceau, Enlarging the European Union. Relations between the EU and Central and
Eastern Europe, Essex: Longman, 1997, 11.
57 Garnett (1999), 127.
58 Press statement of the 1977th Council meeting, No. 96/367, December 6, 1996.
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neglect of Ukraine is mixed. Ukraine was the first CIS country with
which, in June 1994, the EU signed a Partnership and Cooperation
Agreement.54 The general principles and aims of this agreement are:

However, while these were some encouraging signs of a successful
Western-oriented Ukrainian foreign policy, since last year the EU has become
more outspoken in dampening Ukraine’s aspirations for membership or
associate status. Overall, as has been claimed by some foreign observers as well
as Ukrainian politicians, the policy of the EU toward Ukraine has been rather
inconsistent and has evolved mainly in response to pressure from the US, for
which Ukraine’s independence and démocratisation is a foreign policy priority.59
So far, leading Ukrainian politicians have not been deterred from pushing for
closer ties to the EU; however, some analysts have warned that repeated
rejection is already increasing disillusionment with the West.
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dialogue. In the following year, Ukraine signed an agreement on ‘Distinctive
Partnership’ with NATO.

3)
An important and most recently felt reason for this disillusionment is
the tightening of borders between the CEECs and the Western FSU as a result of
the Schengen agreement. The Final Report of the EUI and EU Commission
Reflection Group states that there has already been substantial economic loss at
the Polish-Ukrainian border as a consequence of tightened controls imposed by
Poland’s implementation of Schengen requirements.60 So far, Poland still
maintains a visa-free regime with most of the FSU states, and the decision to
change this in coming years was only taken in January 2000.61 Access to other
Visegrad countries for Ukrainians is already being limited. In May, Hungary
introduced visas for Ukrainians, and in June the Czech Republic and Slovakia
followed suit. However, at a conference on Polish-Ukrainian cooperation this
year, officials of both countries were confident that Schengen requirements
could be reconciled with a relatively open border by means of issuing of
multiple-entry, long-term visas and visas at low cost.
While the tightening of the borders is certainly problematic, EU
enlargement is not the only responsible factor. Within the Former Soviet Union
itself, there is currently a wave of tightening border controls and the introduction
of new visa-regimes, which is an indication that Eastern countries in general are
becoming weary of easily admitting each others’ citizens, irrespective of
Schengen.62 However, the EU is clearly contributing to the differentiation
insofar as it intends to offer visa-free access to all associated countries

59 See, for example, Romyr Report, Winter 2000, Vol. 2 No. 2(6) (‘The view from London”).
60 The Robert Schuman Centre for Advanced Studies (European University Institute) with the
Forward Studies Unit of the European Commission, The Long-Term Implications o f EU
Enlargement: The Nature of the New Border, 1999, 48.
61 RFE/RL Newsline, part II, January 12, 2000.
62 Izvestia, January 14, 2000 (“B h30bi>ih 3attaBec onycxaeTca Haa CHI'”).
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What needs to borne in mind is that the Schengen treaty itself is not a
straightjacket which leaves no room for manoeuvre. Rather, political will and
vision on the part of the EU can shape it in a more or less divisionary way; this
also includes the choice of either bullying the applicant countries into closing
their Eastern borders or, on the other hand, giving them room to pursue and
develop existing contacts with their Eastern neighbours.
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(including, for example, Bulgaria and Romania), but not to citizens of FSU
countries.63

4)
The last major issue concerning enlargement as a factor for divergence
is the amount of money being redistributed from Western Europe to candidate
countries versus non-candidate countries. There was substantial inequality in the
funds distributed by the EU in the second half of the 1990s: between 1995 and
1999, the Phare-countries received US$ 6.693 billion, while between 1994 and
1998, the TACIS program distributed US$ 2.506 billion. In per-capita terms, the
CEECs received almost eight times as much as the CIS plus Mongolia. This gap
is widening further as the EU has a greater interest in channelling money to
future members than to future neighbours. A small country like Latvia will
receive €100 million annually between 2000 and 2002, or €50 per capita, while
for a big country like Poland the EU has pledged €900 million which amounts to
€23 per capita annually. This money will be used to improve the administrative
and legal framework, to invest in environmental and transport infrastructure and
for supporting rural development. Ukraine has so far received a maximum of
€105.6 million per year or €2 per capita.64 A significant increase of EU-aid over
the coming years is rather unlikely: the total amount of TACIS assistance for the
period 2000 to 2006 stands at €3.138 billion or €1.6 per capita annually on
average for all CIS countries. While the associated countries are thus gradually
being integrated into European mechanisms for redistributing funds from richer
to poorer countries and regions, the CIS countries including Ukraine are largely
excluded from such redistribution.
Certainly, there are also domestic reasons for this differentiation. In
general, countries with more capable administrations (that is, the CEECs) are
also more capable of making good use of external contributions. Furthermore,
the logic of conditionality makes it more likely that flows to slower reformers
are stopped since they do not fulfil conditions for political or economic reform.

63 RFE/RL, Newsline, Newsline, part II, January 27, 2000.
64 All numbers only refer to EU-resources, not to bilateral aid or credits. For comparison: the
agricultural budget of the EU for the current year stands at €40 billion.
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Placing the blame on the EU for any of the four dimensions analysed
above is easy. As Garnett has stated in his aptly titled chapter: “Like Oil and
Water: Ukraine’s External Westernization and Internal Stagnation,” Ukraine
itself has to convince the EU - busy with enlargement, the Balkan (post-)crisis,
monetary union and internal reforms - that it really wants Europeanization and
can make such an orientation meaningful through internal reforms.6566 The poor
state of Ukraine’s internal reforms allows EU-officials to blame the country
itself for its disappointing relationship with the West.67 However, attributing
blame to one side or the other does not suffice as a strategy. Because Ukraine is
crucial among the Western FSU countries in the bridging of East-Eastern
divergence and in keeping this divergence manageable, the EU should put the
development of a consistent policy vis-à-vis this state high on its agenda. Such a
policy needs to be realistic with regard to the difficulties of transforming a postSoviet country like Ukraine. The following part, therefore, discusses some of the
arguments that there are chances for a lessening of divergence, which could
provide some guidance for the development of such a strategy.
The Optimistic Trend: Lessening of Divergence
Two main arguments are presented here as to why there is a chance of a
lessening divergence in the second postcommunist decade. The first is that
slower reformers generally had more problems to deal with - in particular
problems of state- and nation-building. In some of these countries, these
problems have by now been overcome. This could open more room for pursuing
transformative reforms. Secondly, there could be important diffusion effects
from those East European countries that are already more reformed to those
which are less reformed.
Slower Reformers: Coping with Additional Problem-dimensions
When we look at those countries in Eastern Europe with a worse reform record,
we find that many of these countries were faced with more difficult tasks than
frontrunners like Hungary, Poland or the Czech Republic. This, for example,
also includes Romania, which has had to overcome the legacy of Ceaucescustyle totalitarianism. The countries of the Former Soviet Union all had to deal
65 According to Garnett (1999), 127, Ukraine became the third largest recipient of US aid in
1997.
66 Garnett (1999), 128-129.
67 Fraser Cameron, Political Counsellor, European Commission Delegation, Washington, DC,
speech at the Kennan Institute for Advanced Russian Studies, Washington, DC, 18 May 2000.
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Lastly, the differentiation effects of EU funds are somewhat mitigated for
Ukraine, since the country has become a major recipient of aid from the US.

Beyond state-building problems, the FSU countries were also faced with
nation-building problems, which - while notoriously difficult to pin down
precisely - include defining who belongs to ‘the nation’ (citizenship laws),
winning the attachment of populations and elites to a newly independent unit,
and dealing with secessionist or irredentist movements within the new territory.
The Baltic states had to come to terms with large Russian minorities (and did so
initially by exclusion), while Belarus had to find its legitimacy as an
independent unit (which it apparently failed to do). Moldova experienced civil
war in Transdniester which still has not finally been resolved,69 Russia
experienced ‘anarchic federalism’ and two wars of secession in Chechnya, while
in the early years of its existence Ukraine was expected to break into a Western
and an Eastern part and was faced with a secessionist movement in Crimea. Any
such nation-building problem is costly. In the case of civil war the military
expenditures are more obvious costs, but societal divisions like those in Ukraine
also carry costs, either because the center is tempted to bu^ the loyalty of its
subunits or because it will spend money to control them.7 There is also an
“attention”-cost involved - as countries struggle to deal with their nation
building problems, less consideration is given to economic reforms. Overall, we
can assume that serious economic reforms are more likely to be undertaken once
nation- and state-building problems have diminished.
If we look at the specific case of Ukraine, we find that the first post
independence President, Leonid Kravchuk, is generally regarded as having tried
to balance diverging interests in the country by handing out subsidies (and
delaying painful reforms) which led to the extreme inflation of 1993.71 The
second President, Leonid Kuchma, implemented some economic reforms after
68 “Post-colonial countries are also disadvantaged by the retreat of the colonial power, which
leaves an ‘administrative void’ [...].” Taras Kuzio, “Stateness and Institutions in Ukraine,” in
Kuzio, Kravchuk, D’Anieri (1999), 12.
69 See RFE/RL, Newsline, Part II, 20 January 2000 (‘Tiraspol Agrees to Observers in
Security Zone”).
70 See Andreas Wittkowsky, “Nationalstaatsbildung in der Ukraine. Die politische Okonomie
eines ‘historischen Kompromisses’.” in: Osteuropa 48, 6 (1998), 576-594 and Andreas
Wittkowsky, “Politische Eliten der Ukraine im Umbruch.” in: Osteuropa 46, 4 (1996), 364380.
71 Kuzio (1999), 15.

26

© The Author(s). European University Institute.
Digitised version produced by the EUI Library in 2020. Available Open Access on Cadmus, European University Institute Research Repository.

with the dissolution of an empire and of the closely integrated economic space
of the Soviet Union. These new states had to launch their own currencies, to
build up administrations capable of making decisions independently from
Moscow’s directives, to develop their own foreign trade linkages, etc.68 Due to
these additional problems, even in the Baltic states - which are by far the most
successful ex-Soviet republics - the economic decline in the early 1990s was
considerably deeper than in the CEECs.
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his election to the presidency in 1994, but failed to implement a consistent
policy, inter alia because the division of powers in Ukraine was prone to
stalemate and because there was no judicial system able to settle disputes
between different branches of power. Since his re-election in November 1999,
Kuchma has again announced fundamental economic reforms and has appointed
one of the most committed reformers in Ukraine, the former National Bank
chairman Victor Yushchenko, to the post of Prime Minister.72 Yushchenko
combines several advantages: Firstly, he is popular with the Ukrainian public,
because he is seen as one of the few uncorrupt members of the elite in the
country. Secondly, he has good relations with Western donors and advisors.73
Thirdly, he has substantial credentials as a successful reformer, since, as head of
the National Bank, he was responsible for launching the hryvnia in 1996 and
managed to keep it fairly stable since then.
In mid-January 2000, Yushchenko and his cabinet announced a 1,000 day
economic reform program, declaring administrative reforms and a strengthening
of the financial system to be priorities. Legislation abolishing numerous tax
exemptions has already been introduced and an entirely new tax code has been
submitted for parliamentary approval. This is the most promising start to
economic reforms in Ukraine so far, and it comes at a time when crucial nation
building problems - such as a potential break-up of the country - have abated.
However, crucial state-building problems remain, such as the division of
powers, and these have been very much on the agenda for the whole year. In
April 2000, President Kuchma initiated a referendum aimed at increasing his
own powers and reducing those of the Parliament. With overwhelming public
support, legislation proposing a reduction in the total number of
parliamentarians, a cut in the immunity of deputies, and the introduction of
Presidential powers to dissolve Parliament under certain conditions is presently
pending in the Verkhovna Rada.
Although the new Ukrainian government looks unlikely to produce any
transformation miracle, there are encouraging signs. Industrial production has
been growing in recent months, tax collection is up, while pension and wagearrears are being reduced significantly in spite of the fact that Ukraine so far has
not received any funds from the IMF this year.74 Overcoming state- and nation
building problems in Ukraine thus provides an important domestic precondition
72 See, for example: Sarah Whitmore, “Ukraine 1999: On the Threshold of Change?” in:
Central Europe Review, Vol. 2, No. 1, Jan. 10, 2000.
73 This relationship has been tainted by accusations that under Yushchenko’s chairmanship
the NBU recycled funds in such a way as to show higher foreign reserves than actually
existed. Apparently, however, Yushchenko has been cleared of accusations by international
auditors. Eastern Economist Daily, July 9, 2000.
74 Lending is expected to be resumed later this year.
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The Potential o f Diffusion
The most important external factor for a lessening of divergence is East-Eastern
diffusion, in the sense that the relatively successful transition countries become
models and magnets for countries reforming more slowly both politically and
economically. Earlier, diffusion was assumed by several observers to be in
evidence with regard to those CEECs which could profit from their closeness to
the EU.75 Now, as the CEECs become richer, more reformed, and increasingly
integrated into Western structures, they could become a source of reform
diffusion for their neighbours further East.76
In this respect, Ukraine is again a critical case among the Western FSU
states, as it is in the best position to profit from such diffusion, in particular
because of its close relationship with Poland. Russia, as the former imperial
power, is less likely to be amenable to diffusion; while Belarus might accept
some reform diffusion from Russia, but - for the time being - not from the
CEECs or the Baltics. Moldova has Romania as its most immediate (and only
direct) Western neighbour - a state with a considerably more mixed reform
record than Poland.
Diffusion is a fuzzy concept. However we can easily think of several
mechanisms of East-Eastern diffusion from the CEECs to the Western FSU. In
particular, these include 1) the exchange of people and ideas, 2) foreign policy
integration which fosters contacts (in particular at the elite level), 3) the
establishment of track records of successful postcommunist reforms and
consequently improvements in external advice on reforms, 3) diffusion of
wealth through various mechanisms.
Firstly, at the individual level the number of people crossing the borders
between the Ukraine and the neighbouring CEECs is (still) high. Many
75 Jeffrey Kopstein and David Reilly, “Geographic Diffusion and the Transformation of PostCommunist Europe,” paper presented at the conference Postcommunist Transitions a decade
Later: How Far East Can Western Europe Go? Program for the Study of Germany and
Europe, Harvard University, Cambridge, Mass, October 15-17, 1999. Andrew Janos,
“Continuity and Change in Eastern Europe: Strategies of Post-Communist Politics,” in
Beverly Crawford (ed.), Markets, States, and Democracy: The Political Economy o f PostCommunist Transformation, Boulder: Westview Press, 1995, 167-171.
76 Of course, different kinds of diffusion have continuously affected slower reformers, such as
the diffusion of Westem/American pop-culture, etc. However, the potential East-East
diffusion discussed here is more concrete, more encompassing, and therefore potentially more
beneficial than this more ‘diffuse’ diffusion.
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for catching up with the reform process in Central Eastern Europe and for an
eventual lessening of divergence.

In a somewhat similar vein but facing a more difficult situation, Lithuania
provides a bridge between the West/the EU and Belarus, with which it shares a
considerable border. Belarus is a test case for the possibility of democratic
diffusion: Since Belarus borders countries with relatively free and active media
(including the national media in Russia), which limits the effectiveness of media
control at home, and since numerous Belaursians go to the Baltics or the CEECs
in search of work, the diffusion of democratic ideas and demands seems much
more likely than, for example, in the more ‘isolated’ autocratic regimes of
Central Asia.
Secondly, Poland is a magnet for Ukraine in terms of foreign policy
integration into (Central) European structures. Poland has been an advocate of
Ukraine’s integration into the Council of Europe (Fall 1995) as well as the
Central European Initiative (CEI) in June 1996. The CEI, with 16 members at
present, institutionalises the relationship between several Western, CEE and
Western FSU countries and thus is an important multilateral instrument for the
77 So far, I know of no survey trying to measure the effect on opinions of such border
crossing.
78 See, for example, Tolstov (1999), 68; Romyr Report Winter 2000, Vol. 2 No. 2(6)
(“Feature Interview: Serhiy Tyhypko”).
79 Andrii Deshchytsia, “Crossing Borders: NGOs, Think Tanks, and Education/Culture.
Ukraine-Poland,” paper presented at the conference Ukraine and Central Europe: Multi-Level
Networks and International Relations sponsored by the Kennan Institute and East European
Studies program of the Woodrow Wilson Center and Harvard’s Ukrainian Research Institute
May 18-19, 2000, Washington, D.C.
80 Garnett (1999), 127.
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Ukrainians work in the neighbouring CEECs and so gain a considerable insight
into the reform processes in these countries. Thus, people observe the
advantages of more economic reforms, a less obtrusive administrative apparatus,
etc. directly. This is likely to influence popular acceptance as well as the
demand for more reforms.77 In Ukraine, the model of Poland is clearly important
in public discussion.78 Plans exist to establish a binational Polish-Ukrainian
university in South-Eastern Poland - a project similar to the German-Polish
University at Frankfurt-Oder. In these ways, diffusion affects broader as well as
narrower segments of the Ukrainian population. Still, there is considerable room
for improving these channels of diffusion. As Andrii Deshchytsia writes in a
recent paper, contacts between Polish and Ukrainian NGOs are only beginning
to develop, while few Ukrainian media outlets can afford a correspondent in and
thus regular reporting from Poland.7980Internationally financed NGOs such as the
Soros Foundation Network and the Poland-American-Ukraine Cooperation
Initiative partially make up for the present lack of funds within Eastern Europe
and foster in particular the diffusion of civil society concepts.

Thirdly, there is a diffusion of (economic, administrative) reform
concepts. This has two dimensions. On the one hand, as the CEECs leave behind
the transition recession, the argument whether economic reforms in general lead
to ruin or riches is decided increasingly in favour of the latter.82 In addition, the
question of what kinds of reforms work has become considerably clearer than it
was in the early 1990s. Thus, examples of successful reforms in neighbouring
countries strengthen the argumentative position of reformers within Ukraine. On
the other hand, advice on reform is improved. One indicator for this is that strict
text-book neo-liberalism has lost considerable appeal among the foreign advisor
community, while the importance of institution-building and administrative
reforms is now being emphasised.83 Furthermore, external advice is now
becoming available from other reform countries - based on practical experience
and familiarity with typical problems ranging from corruption to administrative
inertia - and thus presumably better suited to the needs of a country like Ukraine
than the early Western academic-based advice.84
Lastly, diffusion of economic wealth is likely to occur. One mechanism in
this regard is the eastward spread of infrastructure. As road and rail systems
improve in Poland, for example, it will become easier to transport products from
Western Ukraine to the EU. Another mechanism could be the eastward
movement of certain industries. As the CEECs grow richer and their wage levels
rise, some industries will find it advantageous to move further east. And while
trade between the CIS and the CEE countries has generally decreased in 1998
and 1999, as a result of the Russian crisis,85 this is likely to increase in the
future, as growth resumes in the CEECs. Also, as Avery and Cameron mention,
EU accession will eventually lower the external tariffs of the CEE countries.
Furthermore, Poland and Hungary were among the top ten countries providing
foreign direct investment to Ukraine in 1998, although the absolute sums are
still rather minor.86
81 Members of the CEI are Albania, Austria, Belarus, Bosnia and Herzegovina, Bulgaria,
Croatia, the Czech Republic, Hungary, Italy, Macedonia, Moldova, Poland, Slovenia,
Slovakia, and Ukraine.
82 This does not imply that economic transformation has no negative aspects.
83 Joseph E. Stiglitz, Whither Reform? Ten Years o f the Transition, Keynote Address, World
Bank, Annual Bank Conference on Development Economics, Washington D.C., April 28,
1999.
84 This change of advisors has occurred over the past two years. Interview with Larisa
Leshchenko, World Bank economist, Kiev, 16.10.2000.
85 UNECE (1999), 30-36.
86 See World Bank Country Study (1999), Statistical Appendix, part 4, 5 (Table 4.4).
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bridging of potential new divisions in Europe.81 As a result of the informal
partnership between their two countries, Polish and Ukrainian political elites
meet regularly in numerous fora.

Conclusion: Divisions and Diffusion - Factors and Trends in East-Eastern
Divergence
Divergence between the CEECs and the Western FSU countries has
considerably widened throughout the course of the 1990s - in economic as well
as in political terms and with regard to their integration into EU-structures. This
divergence was accentuated during the Russian crisis of 1998, which affected
the CIS countries (and to a lesser extent the Baltic states) much more severely
than Poland, Hungary or the Czech Republic - further increasing the economic
gap. However, despite this gap there are also some reasons for optimism that
divergence may not lead to a new severe East-Eastern division. Three of the four
Western FSUs are among the most democratically reformed of CIS countries.
As White, Miller and Heywood found, there is no fundamental divide in values
between populations and elites in the CEECs and those in the Western FSU
countries. In economic terms, the recession in Russia and Ukraine appears
finally to have bottomed out and, for the first time in a decade, growth prospects
are positive.87 The EU has been engaged in the Western FSU countries as well
as in the CEECs; however, it is also itself a factor of divergence and needs to
consider not only its own domestic priorities (keeping illegal immigrants out;
controlling organised crime), but also larger and longer-term priorities of
preventing divisions in Europe.
All of the transition countries in Eastern Europe have historical legacies
which to varying degrees consist of backwardness and peripheral status.
However, their development now and over the coming decades is not
predetermined by those legacies. This is true also for the Western FSU
countries, even though these have fared badly so far. Rather than stressing
immutable legacies, we need to consider that these countries have been faced
with more difficult tasks including not only political and economic reforms, but
also the tasks of building viable states and nations. Thus, their transitions are
87 UNECE (1999), 45.
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Diffusion - in all its different aspects - is thus a crucial factor for
reducing divergence between Ukraine and its Western neighbours. As such, it
should be an important consideration for the EU when it demands restrictions on
access at the Eastern borders of the CEECs. It is particularly important that
access remain available for broader segments of the population in order to foster
demand for reforms from below rather than only providing shopping tours for
political elites and the rich. Since diffusion works through a multitude of
channels its overall effects are hard to predict. However, East-Eastern diffusion
of civic society initiatives, of wealth, of reform ideas, etc. appears to be one of
the best chances for bridging and overcoming East-Eastern divergence.

In Ukraine in particular, we observe that a substantial new reform effort
may be underway. However, since after years of recession and stagnation
economic reforms become more difficult rather than easier the outcome still
remains uncertain. Crucial support for tipping the balance might come from
outside: from the EU - especially if it begins to make its policy towards Ukraine
and the Western FSU in general more coherent and resists the temptation of
overly tight Eastern borders - as well as through multifold channels of diffusion
from the more advanced reform countries in Central Eastern Europe.

Verena Fritz
IBRD office
Ukraine
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necessarily more complex, more protracted and more uncertain. To the degree
that the Western FSU countries have been able to solve these additional tasks of
state and nation building we can expect them to become more focussed on
urgent economic reforms.
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