Peterson Perspectives ol

Interviews on Current Topics Lt

Storming the Opera House in Ukraine

Anders Aslund says Russia’s ham-fisted tactics to destabilize Ukraine have backfired, and Moscow may now turn to
tougher steps, including an invasion, to halt the countrys progress.
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Ukraine is in an uneasy equilibrium as of today April 11, with the threat of Russian
intervention continuing, but Ukraine leadership trying to negotiate with the pro-Russian
forces in the eastern part of the country. Anders Aslund is here with me, Steve Weisman, to
bring us up-to-date on the situation. Anders, first, who has the upper hand right now ?

I think that the Ukrainian government is sizing up the situation. They have a goal [with]
the IMF agreement. Substantial financing of $27 billion is forthcoming and the Ukrainian
parliament is now adapting one prior condition after the other that the IMF has set-up --
specifically big cuts in public expenditure, increase in gas and utility prices and a new law
on public procurement. The government is active now.

Will those steps take place or begin to take place before the elections at the end of May?

The gas price increase will take place before some of the legal changes like the regulation are
taking place -- pretty instantly.

What are the prospects for unhappiness and protest over these steps that might affect the
election results?

I think that is very limited. Ukrainians have seen so much talk about social expenditure.
The big massive increases in social expenditure took place with President Yanukovych, and
we know what the public expenditures really went to. I’s more people who want to make
money in illicit ways on the state that are depending public expenditure because Ukraine
has really such bad public expenditures.

Right.

Much of it goes straight to corruption.

By the way, what progress is being made to claw some of that money back?

I’'m not aware of it, but of course, a lot of the people are now on the wanted list. For
example in the former Minister of Energy’s house, the police found $4.8 million of
cash and $2 million in gold and a lot of other things. Probably quite a lot of this will be
retrieved because it happened so fast.

Where is that energy minister now?

Most of his ministers have disappeared and most of them seem to be in Russia because
that’s the only safe place where you can be. If you take President Yanukovych himself, he
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went to Moscow, bought a house in cash for $52 million. The government now claims that
he took out $1 billion in cash before he left Ukraine--from banks.

What game do you think Putin is playing?

I think that President Putin acted because he saw a democratic breakthrough in Ukraine

as a big threat to his role, not immediately, but in the medium term. The other point was
that his Eurasian Union was stillborn, and he needed to do something to compensate for
that. Part of his goal was to take Crimea, which he did quite professionally. But if you look
up on this from President Putin’s point of view, this means that he has gained 4 percent of
Ukraine and lost 96 percent. Therefore, the Russian official demand now is neutralization
and federalization of Ukraine.

Characteristically, Moscow wants to discuss this with Washington and not with Kiev
because Moscow doesn’t think that Kiev place any rule in this. Moscow thinks that
everything is instigated by Washington. This of course can't fly. It smells like Munich 1938
all the way, so there can’t be such an agreement.

What are then the alternatives from Moscow? As far as I can see, there are two alternatives.
One is to destabilize Ukraine; the other is to invade Ukraine. In either case, there will be

a massive Western reaction against it and this will hit the Russian economy. Whatever he
does, I can only see President Putin looking like a loser if he doesn’t find some good new
friends and I can’t see that he can do that.

Earlier this week, we had the so-called pro-Russian forces taking over buildings in eastern
Ukraine. They seemed to be, as you have pointed out, Russian operatives, if not Russians
themselves. What is happening?

It seems they've settled down largely and there were two opinion polls done in the Donetsk
region now and one said 4 percent, the other said 5 percent of the population want to
separate this from Ukraine.

The population of eastern Ukraine or just--
In the Donetsk region.

That’s one of a three regions that is most sensitive... a group of so-called pro-Russian
activists masked and armed stormed the opera building in the belief that it was the regional
administrative headquarters. That showed that that was not one local among them.
Apparently, they were not quite literate either.

And they didn’t have a map.

Indeed. Indeed. What we have seen is that it’s been 50 to 200 people who have done this
storming of buildings heavily armed and it looks total provocation to such an extent that
locals are fearful of them and appalled. It looks as if it’s a part of the destabilization that
is with the popular actions has failed. I guess that the next stage is likely to be murders,
terrorist attacks, so that's what I would expect to come next.

After the election, do you think things will change and Russia will have to negotiate with
the government in Kiev?
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Well, the question is, if you aren’t getting into a dead-end, how long will you run in the
squirrel’s wheel? The problem for President Putin is that he would have to recognize that
he has made a mistake and that he would lose face. The Washington idea of an off-ramp
idea in order to save his face I think is totally flawed. If a person is making every mistake
himself, let him face it himself and stand up to it rather than try to help him out albeit by
hurting your allies.

You think still that the Europeans in the United States should escalate the sanctions right
now and not wait?

Yes. In a way, it’s inevitable because what we are seeing now is--I heard for example the
Dutch just called off a trade delegation--high-level trade delegation to Russia. Who wants
to go to Russia to be photographed with these banned and blacklisted people?

Exactly.

Putin typically rules out. For example, the blacklisted head of a Russian railways, a KGB
officer and close friend of Putin or was ruled out when the head of Siemens went to
Moscow in a friendly gesture. This is embarrassing to be photographed with such people.
I can't imagine the head of Siemens doing that. It made him look so bad.

Yes. He might not have learned from the mistake, but others will.

Thank you, Anders.



