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Perspective

Ukraine: Evolving Economic
and Security Polida o)

With political considerations griding economic policy, claims to the Black Sea Fleet, Ukraine has also begun
mmnenmhkdymadoptxnmweoomrmc to establish its own naval command with fleet officers.
i With Uknuine actively agitating for the loyrlty of
floet personnel, further delay by Russia in resolving
the disposition of flect axsets will work only to
Ukziine's advanta

Tensions over the dispasition of nuclear weapons will
also coatinue, if not get worse. Kravchuk is attempt-
Even if Kravchuk decided to pursue real market ing a difficult balancing act, adbering to Ukraine's
\ reforms, be would have little indigenous economic ponnucicar pledge and commitments made at bis
expertise to draw on, and be would face a conservative mocting with President Bush while trying to co-opt
society resistant to change, suspicious of the inequal-  nationslist elements calling for Ukraine to retain
ities of the marketplace, and ambivalent about the nuclear weapoas—or at least not relinquish them to
cost of reform. There is little evidence that the Russi
government is attempting to prepare the popalatian
Tor ndical refoem. However, further economic de-
Cline—a virtual certainty—and oa-the-ground advice
from international financial institutions may help
persuade the government to act more boldly. In any )
event, Ukreinian economic reform, if it comes at all,  Even as be appears to be abiding by his pledge to
will more closely resemble the gradualist Czechoslo-  remove all tactical nuclear weapons to Russian terri-
vak model then the Polish “shock therapy” one that tory by July 1992, Kravchuk’s support for the removal
belped inspire Russia’s ref and destruction of strategic nndur weapoans later in

J

Ukrzine’s preoccupation with asserting its sovereignty
has also driven its stance on security issues and will
continue to bedevil relations between Moscow and
Kiev. Uknaine has moved swiftly to begin building its
own army. It intends to bring back all Ukrainian
members of the former USSR armed forces by the
end of 1993, Despite Moscow's rejection of Ukrainian
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Status of Economic Reform in

Eeommicrdormtodatzhubecapiccemul and

~Ieactive, and or rad; in
Ukraine igible, The refarm that has taken
place i being driven Kiev’s desire to counteract

Runhnmandhwtfocuadmmmrm
reform. Kiev strongly opposed Moscow's 2 January
price liberalization, but, to keep Russia’s action from
drawing cheaper Ukruinian goods out of Ukraine and
into the Russian market, Kiey briefly allowed prices
torise.lthusinoerdmpoudmmcontroloveuome
' prica.Kicvh.uinmainglyntm'butediuwooomjc
woutoMosc:rwmdnﬁaudcbateisoccurrin;in
Kicvomdrmiqlbyruiudn;womictiamRuuia
to separate Ukraine from Russian refotm efforts. .-

Competing Economic Reform Plaxs
Ukrainian par
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Russia, would supphant the ruble with the ncw, mul-
tiuse coupons and eventually a seperate Ukrainizn
currency. The document would discourage trade with
Russia by reducing imports from, and imposing tariffs

one.xporuto,RnnitmdoibcrformaSoviarcwb-
Bcs, while providing incentives for trade with the
West. It would also mandate 2 gradual refoem pro-
gram, specifically moving away from “shock thera-
py.”

Tbe plan envisions that the state will acquire new
€CONOmic emergency powens—incloding wage and
price controls—+o deal with an impending economic
crisis. As 2 50p to reformery, it akso contains some proy,
market xspects such as curbing the budget deficit by
lowering subsidies, freeing agricultura] prices, and
emphasizing privatization of small eaterprises. In
addition, foreign invesiment is to be encouraged
through favorable tax breaks, majority foreign owner-
Ship.abdtbcdiminuiono!uxaouexporutonon-
Commonwealth mta.i

Uknzine's most promarket advocates blasted Yemel-
yanov’s plan, labeling it “peotectionist,”™ “antimge.
ket,” and alooming“tn:edyforUhﬂne."Tbchmd
of the Research Institute of Ukraine's National Bank,
Alelnandr Savcheako, claims that the plan, which
deempbasizes reform and advocates trade barriers,
vﬂlno(meaml“amlmdthat,maqmtb.
Uknaine would not receive bedly needed Western
credits. Volodymyr Grinev, Deputy Chairman of par-
liament and bead of an influeatial reform group,
d&imﬂhcplmut:npamiddﬂconfmuﬁouwith
Ruasis.

w_wum%wg
appointed Deputy Prime Minister in o of eco-

) I in drafting
the Yemel nov plan. Lanovyy and his team bad
rmz on, with the help of Western
advisers, an ecanomic reform plan that was submitted
lotheMFinwlyAprﬂ.Thephnfolbwntbc
Cmcbulmkmdclormdmm’orm,whichmovu
w“:dpdﬂﬁn&nmdumxmchnschmcmd
uiammenulxpprmchwpriecdmtmlonk:y
consumer items. The plan's reform strategy abso
rcpatod}yincbdamﬁmonopo&lezixhtion,mﬁon
of a legal framework for eatrepreneurial activity, and

,impcdtiono(ﬁwallndmoneurydhdpline.Attbc

umetime.Kthhuk.ttunxbytbefurormathe
\ﬁanetymmw;utba'imdhnwyyand

Commitment to Reform
Kravchuk’s initial endorsement of the conservative
ccomuﬂcmlicyp(anindicntulhxtbcisnotyct
mradtomppcx'unpid,orpcrhapccvcnn
measured, transition to the mark
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rom Qrinev and other reformers in parlia-
ment. Despite promising Lanvoyy “full control” in
forming ecanomic refarm policy, Kravchuk has yet to
bwdhhadviccortovcteconomjctppointmuwilh
him. Moreover, the i ime minister
remains in the hands of Vitold Fokin, w
consisteatly stified reform eforts SN

To arrest Ukraine's economic slide and set the stage
for economic recovery, Kravchuk must make 2 per-
amﬂaommimtmmrkumfm.llq)hdmﬁr
kinwithncomm:'twdrcfa'mat.ndramvingformcr
Communino&icix.hwbowuldnﬁlbcxblemundu-
wtreformwuld:izmlthatxnvtbukixprmredm
cross the reform Rubicon. In addition, Kravehuk and
parliament would have to empower Lanovyy and his
reform team to push through unpopular reform mea-
sures.

Reformers in parliament, becked by Western techni-

cal advisers, Iy legislation on a
i - i ivatization plan that envi-

sions privatizing up to 85 percent of caterprises

a decree in March that
persotial*sevings accounts, with
the stipulation that ibe savings must b used to buy
privatization certificates. The decree has fueled spec-
ulation that Kravchuk is preparing to implement an
aspect of reform—privatization of services and amal]
businesses—that bas proved to be the least controver-
sial in other ex-Communist states. Parliament also
passed legislation that revamped the tax system and
approved a liberal foreign investment law, bat West-
crn advisers report that Ukraine lacks the infrastruc-
ture to administer much of the new lcgishtjcm.Q

Prospects
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sumpts T mitlmﬁom.listictooc.hwu}dproba-
y Mmmmmtmymatmmmphxnzz
state regulation over reform.

The plan drafted by Lanovyy—and the besis for
Ukraine's approach to the IME—was probably de-
signed Tor Western consumption, given Kravchuk's
desire for obtaining much-needed financial belp. It
would move Ukraine toward genuine economic re-
form, but it probably still lacks the support in parlia-
ment needed 16 win approval. Kravchuk and most
Ukrainian officials arc probably aware that some
formo{commmhcisnccdcdwninmf’wpml,
especially if Ukraine bopes to obtain a stabiliration
fund to back its own currency, which is scheduled for

¢ year. To sccompany T8¢ privatizaion Thtroduction in the second kalf of 1992. If boid actions

are not adopted soon, inflation would probably remain

high, shortage of foreign exchange could become

chronic, amd interrepublic trade would deteriorate
fur
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