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The Soviet satellite states after World War 2

A divided Germany and a divided Berlin

A divided Germany and a divided Berlin

The occupation of Germany and the drawing of lines
•
•
•
•

•

•
•

This was a major source of conflict. 4 occupation zones. US and UK join theirs.
Russia removes vast quantities from the East as War reparation.
Marshall Plan set up to allow Europe to recover and to resist Communist expansion.
Was offered to Soviet clients states but offer as declined. $US22 billion over 11 years.
Berlin 170 km inside the Soviet Zone. In 1948 the USSR blockades the city. Lasted 1
year – The Berlin airlift commences with 1400 flights a day until the Soviets give up.
Partly because B29s as nuke carriers arrived there.
1948 – Yugoslavia expelled from the Cominform. Yugoslavia neutral during the Cold
War. Yugoslavia not invaded but others not so lucky. Gomulka in Poland – jailed. Rajk in
Hungary – shot. Petkov in Bulgaria (hanged) and Xoxe in Albania (hanged).
1949 – NATO formed. Collective security guaranteed by the US with US bases now on
European soil.
1955 – The Soviet equivalent – The Warsaw Pact established.

The Berlin Airlift - 1948

The death of Stalin and a change of direction and then not
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Stalin dies in 1953. Krushchev takes over.
A new approach “peaceful co-existence”.
1956 – 20th Party Congress – Krushchev says “Stalin made mistakes” uproar and Chinese
very angry as they were not forewarned.
1956 – rejection of Stalinism in Hungary. The limits of peaceful co-existence. In June 1956,
the demonstration of steelworkers in Poznan was brutally put down by the government.
However, in October 1956, the reverberation of these events in Poznan inspired a period of
change and moderate liberalisation, known as the "October thaw". The Polish experience
encouraged many Hungarians to hope for similar concessions for Hungary.
“Russians go home” – statues toppled. Russian tanks enter Hungary withdraw and then
come back after Hungary withdraws from the Warsaw Pact.
No help from the West – both side respect each other’s “sphere of influence”.
2000 dead, 200,000 flee abroad and Nagy executed in 1958. The Iron Curtain?
1961 – The Berlin Wall erected.

Russian tanks in Budapest

Hungary
•
•
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Sided with Germany in World War 2.
1955 Warsaw pact – Hungary wants to leave?
Krushchev speech 1956 denounces Stalin. Poles get concessions – Hungary too? The
revolution of 1956.
The west gave encouragement but no help.
In 1989 there were 80,000 Russian troops stationed in Hungary but it did better under
their control than others – goulash communism..
Remove long time leader Kadar and reinterred Imre Nagy their leader hanged by the
Russians after the 1956 revolution.
1989 - 10 months later they adopt a new constitution and hold multi party and free
elections.
Since 2008 Russia has invested heavily in the country. Closer relations with Russia.
Close relations between PM Viktor Orban and Putin.

Czechoslovakia 1968
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1968 - Alexander Dubcek elected and the “Prague Spring” begins. Free elections and
new political parties to be set up. “Socialism with a human face”
The policy of détente encouraged the uprising. Romania had also broken free of
Russian control, and was improving relations with the West.
Resentment at Russian control of the economy which was performing badly
August 1968 - Brezhnev reads out a letter from some Czechoslovakian Communists
asking for help.
The Brezhnev Doctrine - the USSR would not allow any Eastern European country to
reject Communism.
On 20 August 1968, 500,000 Warsaw Pact troops invaded Czechoslovakia. Dubcek
and three other leaders were arrested and sent to Moscow. Died 1992.
Romania and Yugoslavia horrified by turn of events
Czechs appeal to the West for help but mindful of Hungary in 1956 do not resist other
than peacefully.

Going without
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•
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•

•

•

The Soviet Union was not a good place for its citizens, who suffered from chronic shortages
of consumer goods. What goods were available to them were generally inferior to what was
available in the West.
the Soviet Union's ordinary citizens were generally not allowed access to imported consumer
goods, especially those manufactured in the United States. Also known as "the Iron Curtain,"
the Soviet economic system called for self-sufficiency in all matters, from bread to clothes to
cars to fighter aircraft.
Centralised planning, however, left little room for quick adjustments to errors in judgment or
external factors beyond the state's control. When one industry failed, the other industries
followed suit.
By the mid-1980s, the Soviet Union had 98 percent control of the retail trade. Private
businesses were taboo. It was only the small family farms in rural areas that remained in the
hands of private citizens.
In the meantime, the countries surrounding the Soviet Union in the post-World War II years
had become economic powerhouses producing consumer goods that vastly improved the
quality of life for citizens who could afford them.
Western Europeans were living the good life compared to their Soviet counterparts, who had
gotten used to long queues whenever the supply chain was disrupted.

“If you see a queue, join it…”

But you could get a Trabant- if you were willing to wait 12 years

Pluses and minuses

Detente in the 1970s
•
•

•

•
•
•
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Ostpolitik – tidying up border anomalies left over from WW2.
Europe distances it self from the great powers. Concerned over nuclear weapons and
fears of being the meat in the sandwich.
West German foreign policy begun in the late 1960s. Initiated by Willy Brandt as foreign
minister and then chancellor, the policy was one of detente with Soviet-bloc countries,
recognizing the East German government and expanding commercial relations with
other Soviet-bloc countries.
Helmut Schmidt continued these policies. Recognition and acceptance of current
borders and renouncing the use of force.
1972 – Nixon visits Russia after he visited China – SALT 1 in exchange for grain for the
USSR.
Fits and starts – human rights in Russia an issue for Carter.
Detente ended with the election of Reagan in 1981. “The Evil Empire” speech.

The New Cold War – the 1980s
•
•
•
•
•
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For Nixon and Carter human rights in the USSR were an issue – particularly the
treatment of Jews.
1979 – detente set back with the Soviet invasion of Afghanistan.
1980 - The US boycott of the Moscow Olympics.
1983 - Reagan announces SDI or “Star Wars” and put INF into Europe – mass protests
in Europe
1984 – Soviets boycott the LA Olympics.
Reagan supports “freedom fighters” in Afghanistan but also Africa and Central America.
SALT 11 never ratified in the US as Reagan saying it made the US vulnerable.
1985 – Reagan blindsided by rise to power of Gorbachev. Focus on the Russian
economy – perestroika and glasnost. Gorbachev a cult figure and a hero in Europe and
the US ( even in China?).
Gorbachev reduces army by 10% and withdraws tanks and troops from Europe.

The Olympic tit for tat

And some leadership instability in Russia in the 80s
•
•
•
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Lenin
Stalin
Khrushchev
Brezhnev
Andropov
Chernenko
Gorbachev
Yeltsin
Putin
Medvedev

• Putin

1917 - 1928
1928 - 1953
1953 – 1964
1964 – 1982
1982 – 1984
1984 – 1985
1985 – 1991
1991 – 1999
1999 – 2008
2008 – 2012
2012 - ?

Medvedev and Putin

Remember this about Russian leaders

hairy ones follow bald ones

The New Cold War in the 1980s and the end
•
•

•
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1986 – the Iceland summit between Reagan and Gorbachev.
The Reykjavík summit almost resulted in a sweeping nuclear arms-control agreement in
which the nuclear weapons of both sides would be dismantled. Nothing finalised but it did
start the massive reduction in nuclear weapons and marked the start of the end of the Cold
War.
Troops in Eastern Europe down from 50,000 to 5,000. Precipitated the fall of many Eastern
European dictatorships.
1989 – USSR withdraws from Afghanistan.
1989 – Solidarity gains power in Poland. Ceausescu removed in Romania.
1989 – Tien An Mien massacre – were they inspired by Gorby?
1990 – Berlin Wall comes down. USSR Communist Party spooked and launches a coup in
1991 – too late.
US now the only super power? It now has a free hand in Iraq War of 1991.
1995 – US normalises relations with North Vietnam (Vietnam now)

Gorbachev and Reagan

The Cold War ends in Europe
•
•
•
•

•
•

•

Poland – 40 years of socialism and there is still no toilet paper”.
Everyone lives as hunter – gatherers. One third of each day in queues.
$1300 to join a waiting list for TVs.
Hungary – summer sees the start of the East German tourists looking for restaurants,,
bars and food in the shops. Hungary tells Gorbachev he cannot afford to maintain the
fence between East and West. Gorbachev says he won’t pay for it.
Open air concert – “Austrians” invade. Maps issued so people don’t “stray”. German
consular officials in the bushes. A mass exodus from Honecker’s workers Paradise.
Honecker –a resistance fighter in Ww2 – 6 years in concentration camps then did the
same to his own people. Isolated from own people –staged factory visits, curtained
Volvos - weekends at dachas.
Romania – “if we only a little more food it would be just like wartime. Ceausescu 71 in
1989 – shot. Germans apprehensive about jobs – wished conditions would improve in
the East so people would stay there. Young and ambitious leave. Elderly left in a
denuded country.

A desire for change

On January 31, 1990, McDonald’s opened its first restaurant in Moscow. The image of the Golden Arches in Pushkin Square seemed like a triumph
of Western capitalism, and customers lined up around the block for their first taste of a Big Mac.
But such a display was not uncommon in the final years of the Soviet Union; Muscovites queued just as long for morning editions of liberal

East Germany - how a picnic opened the floodgates
•

•

•

•
•
•
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It was the summer of malcontents on the wrong side of the Berlin Wall. The first half of
1989 had been marked by change to communist regimes in eastern Europe.
after a decade of rebellion quashed by martial law, the government and the free trade
union Solidarity had forged an agreement to differ, and then to agree. There had been a
partly free election in June, after which Solidarity members entered parliament.
In Hungary “goulash communism”, de facto toleration of private enterprise – which
made for a more liberal and affluent economy than its communist neighbours – was
rapidly leading to a similar attitude in politics.
The exception was East Germany, where change was unthinkable
East Germans could go abroad on holiday at all, were limited to other Soviet satellite
countries, and needed a visa for those. The most popular was Hungary.
hundreds of East German “holidaymakers” turned up out of nowhere to pile through into
Austria
The border was closed again, but with fortifications gradually being dismantled, local
people gave them advice on where best to sneak through.

A picnic that presaged the fall of the wall
•

•
•

•
•
•
•

On 19 August 1989, just outside the small Hungarian city of Sopron, in a meadow only
metres from the barbed wire and armed guards at the border with Austria, civil society
representatives from east and west held a “pan-European picnic, a day in the country that
aimed to put an end, through small symbolic steps, to cold war division.
In a small though surprising gesture of openness, this picnic was authorised by the
communist government.
Nobody expected, however, that thousands of people, many of them East German citizens
on holiday in their “brother nation”, would decide to join the gathering and head towards the
line of demarcation, intent on peacefully breaking through the iron curtain.
Austrians crossed first and East Germans went back with them.
Heedless of all risk to their safety, they decided to cross the border on foot although most
were still afraid to.
Trabants abandoned. Austrian officials over the border “Lux family this way” sign.
Taken by surprise, the communist regime’s police didn’t fire a shot, giving rise to a popular
movement that, a few months later, brought down the Berlin Wall

Maps to help you avoid the border

East Germany – the DDR
•

•
•

•
•

•
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The economic collapse of East Germany led increasing numbers of East Germans to
seek to emigrate to the West.
Thousands sought refuge in West German embassies in other communist countries,
eventually forcing the government to allow them to emigrate via special trains.
Visiting Berlin in early October, Gorbachev told the East German leadership of the need
to reform, and that East German leader Erich Honecker had to be replaced.
Two weeks later, Honecker was forced to resign - hundreds of thousands marched in
protest throughout East German cities.
On November 9, the East German Government announced the opening of all East
German borders.
The Berlin Wall came down when an obviously ill-prepared East German spokesman
told reporters that the new travel regulations also applied to Berlin. This was what
changed Angela Merkel’s life - from science to politics.
Before the end of the month, West German Chancellor Helmut Kohl unveiled a plan for
reunification of the two Germanies.

The exodus

Czechoslovakia
•

•

•
•

•
•

As the Wall came down and the fears of a Soviet reaction receded, the dominoes
started falling at a quickened pace.
In October 1990, riot police arrested hundreds in Prague after an unsanctioned
demonstration; only weeks later, hundreds of thousands gathered in Prague to protest
against the government.
Alexander Dubcek, the reformist communist who led the Prague Spring in 1968, made
his first public appearance in over two decades.
A new, non-communist government took the country’s reins on December 1989 and on
December 29, Vaclav Havel, the famed playwright and dissident, was elected President.
He resigned in 1992.
1993 - a greater developed Czechoslovakia splits in Slovakia and the Czech republic.
Czech republic formerly part of the Austrian Empire while Slovakia was part of Hungary
in the past. Both are predominantly Catholic although Slovakia more so.

The Czech Republic and Slovakia

Romania – “if only we had a bit more food it would be just like wartime”
•

•
•
•
•
•
•
•
•

Only in Romania did the events turn violent. Nicolae Ceausescu, an increasingly
idiosyncratic relic of Stalinist times, refused any reforms.
Independent foreign policy but repression and secret police at home. extreme shortages
of food, fuel, energy, medicines, and other basic necessities drastically lowered living
standards. Banned contraception and abortion.
The cult of personality and government by family
On December 17 1989, the army and police fired into crowds protesting government
policies, killing dozens.
Protests spread to other cities, with hundreds killed when Ceausescu ordered the
violent repression of demonstrations on December 21.
By the next day, Ceausescu was forced to flee Bucharest and was arrested by Army
units in the countryside.
The interim government, led by a reformist communist Ion Iliescu, held a quick mock
trial and Ceausescu and his wife were executed on December 25, 1989.
He had led Romania since 1965.
.

The Ceausescus

The Ceausescu palace

Solidarity and cracks in the system

Poland goes its own way
•
•
•
•

•
•
•
•
•
•
•
•

1979 – Pope John - Paul 11 visits Poland
In 1980 Solidarity formed after a series of strikes in the Lenin shipyards led by Lech
Walesa.
1981 – soviet inspired martial law drives Solidarity underground where it is supported by
the West and huge support from the Polish Catholic Church
1989 after talks Solidarity recognised as a political party and free elections held that
spurred on the rest of the anti soviet movement in Europe.
1990 – A solidarity leader becomes the first non communist elected leader in the
Eastern Bloc.
In the 1990s becomes part of the “tiger economies” of Europe. New trade with US and
the EU. Economy liberalised.
1999 – Poland joins NATO.
2004 – Poland joins the EU. Poles leave for higher paying jobs elsewhere but process
reverses in 2008.
2008 – Missile deal with the US on Polish soil.
2010 – NATO troops invited in.
2014 – denounces Russia’s treatment of the Ukraine and Russian naval activity in the
Baltic.
2015 – Patriot missile deal with the US.

Yugoslavia and the collapse of the USSR
•

•

•

•
•

•

With the removal of Soviet direct influence old ethnic rivalries that Russia had kept in
check came to the fore. Yugoslavia separated into multiple countries along ethnic lines
– border problems between Hungary and Romania. Some political started to address
historic ethnic grievances.
Yugoslavia was created at the end of World War I when Croat, Slovenian, and Bosnian
territories that had been part of the Austro-Hungarian Empire united with the Serbian
Kingdom.
The country broke up under Nazi occupation during World War II with the creation of a
Nazi-allied independent Croat state, but was reunified at the end of the war when the
communist-dominated partisan force of Josip Broz Tito liberated the country.
Former East European countries open up to the West – looking to fashion, free trade,
free elections and music.
Hungary, Poland and the Czech Republic later applied for entry into the European
Union and the U.S.-Western Europe military alliance, NATO. A clear dismissal of all
things Soviet.
Germany moves promptly to establish a single, united Germany – Russia not happy.

The break up of Yugoslavia

The Wall came down – 1961 - 1989

Why did the USSR collapse so suddenly?
Stagnation in the 1970s.

•
•

•
•
•
•

•
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Already a declining world power in the 1980s. 1975 detente under Brezhnev. Grain from
the US and loans from Europe. A command economy fails to deliver (1980 only 9% of
Soviets had cars).
Satisfying consumers was not a priority. To get an apartment in the 1980s, one had to
wait 15-30 years in Poland and up to 20 years in Bulgaria. A quarter of those on the
Soviet waiting list were already pensioners.
Would be car buyers in East Germany had to place their orders 15 years in advance.
To save money, the Romanian dictator, Nicolae Ceausescu, put all citizens on a low
calorie diet
Western engagement with the USSR
SALT 11 agreed upon and enforced but the USSR could not match Reagan’s arms race.
Afghanistan – a drain on the economy and morale at home.
Gorbachev’s reforms
Perestroika and Glasnost. Free elections, print what you like and privatise. Reforms fail
– hyperinflation and unemployment at home – savings wiped out.
Radical reform without specifics. unleashed a scathing critique of the cynicism, apathy,
and corruption that plagued Soviet society .
1988 some private ownership allowed in manufacturing. State props up unprofitable
ones leading to shortages.

Why did the USSR collapse so suddenly?
•

•
•
•
•

•
•

Yeltsin destroys the Communist party after the failed anti Gorbachev coup. Hard liners
arrested and Gorbachev blamed. CPSU banned. A loss of legitimacy?
The Loss of Eastern Europe
1988 Poland – Gorbachev tells the Poles that he will not prop them up and promises to
withdraw tens of thousands of Russian troops from Eastern Europe.
The Warsaw Pact countries were no longer an economic asset to Moscow.
The USSR declined to intervene in any of the revolutions of 1989, as it was already
committed to unilateral withdrawal from Eastern Europe.
A variety of factors went into this decision, including the relative cost and benefit of
direct military occupation, the weaknesses exposed in Afghanistan, and the liberalising
tendencies of Gorbachev himself.
Many communists governments were deeply unpopular at home and had a tendency to
blame the west for their home grown problems. (Hungary in particular).
The Empire fell from within.

Mikhail Gorbachev
• In 1988, Time magazine selected
Mikhail Gorbachev to be its “Man
of the Year” for his work toward
ending the Cold War. The next
year, it named him its “Man of
the Decade.” In 1990, Gorbachev
won the Nobel Peace Prize.
• The Russians hated him because
while the old economy was gone,
the new one was not ready.

The commonwealth of independent states – a civilised divorce
•

•
•
•
•
•
•

11 Soviet republics (Ukraine, the Russian Federation, Belarus, Armenia, Azerbaijan,
Kazakhstan, Kyrgyzstan, Moldova, Turkmenistan, Tajikistan and Uzbekistan) met in the
Kazakh city of Alma-Ata and announced that they would no longer be part of the Soviet
Union. Instead, they declared they would establish a Commonwealth of Independent
States.
The Baltic states did not join and Georgia withdrew in 2008.
Pseudo integration – it does not achieve much. Largely symbolic.
Ukraine only a member “ on a selective basis”.
All members except Turkmenistan part of an area Free trade agreement.
Russia pushes for the Russian language to be the official language of the
commonwealth.
Human rights in the commonwealth rated as “poor”.

The Commonwealth of Independent States (CIS)

The aftermath of the collapse of the USSR
•
•
•
•
•
•
•
•
•
•
•

State enterprises privatised under Yeltsin in the early 90s – a plunder?
Assets sold quickly and snapped up by insiders – the oligarchs. Publicly owned capital
lost as a result. Assets looted.
Much of the gold, silver and currency disappears.
GDP down 50% - Ukraine a real loss. Warheads eventually moved back.
Privatisation disrupted social welfare including medical care – crime and corruption
rampant.
Economic collapse exacerbated by austerity measures and the independent soviet
central bank monetising its debt which helped create high inflation.
The West may have been involved in that collapse but most likely did not want it to
happen the way it did. Reagan’s “evil empire” but Bush supported it.
Transition to a capitalist economy painful as remnants of the old regime remain
GDP dropped nearly 40% between 1991 and 1996. Massive food import bill.
2000 – 2008 – boom in exports. 2003 – takeover of Yukos Oil and others
Modest growth since GFC up till 2014 when oil prices plunged again and Ukraine
conflict leads to sanctions.

The economic factors
•

•

•

•

•

By some measures, the Soviet economy was the world’s second largest in 1990, but
shortages of consumer goods were routine and hoarding was commonplace.
It was estimated that the Soviet black market economy was the equivalent of more than
10 percent of the country’s official GDP. Economic stagnation had hobbled the country
for years, and the perestroika reforms only served to exacerbate the problem.
Wage hikes were supported by printing money, fueling an inflationary spiral.
Mismanagement of fiscal policy made the country vulnerable to external factors, and a
sharp drop in the price of oil sent the Soviet economy into a tailspin.
Throughout the 1970s and ’80s, the Soviet Union ranked as one of the world’s top
producers of energy resources such as oil and natural gas, and exports of those
commodities played a vital role in shoring up the world’s largest command economy.
When oil plunged from $120 a barrel in 1980 to $24 a barrel in March 1986, this vital
lifeline to external capital dried up. The price of oil temporarily spiked in the wake
of Iraq’s invasion of Kuwait in August 1990, but by that point the collapse of the Soviet
Union was well under way

After 1991
•

•

•
•
•
•
•

The USSR ceased to exist in December 1991 after the fall of the Communist
government.
East Germany ceased to exist in October 1990 and the capital is moved from Bonn to
Berlin. Germany begins the messy and expensive programme to bring the East up to
speed.
The EU expands to take in new members. The Czech Republic and Slovakia, in 1993;
both these countries joined the E.U. in 2004.
Hungary, Poland, Lithuania, Latvia and Estonia joined at the same time, with Bulgaria
and Romania following in 2007.
Three of the former Eastern bloc countries -- Slovakia, Estonia and Latvia -- have
adopted the standard European currency of the Euro.
NATO also expands. Poland, Hungary and the Czech Republic joined in 1999, followed
by Slovakia, Estonia, Latvia, Lithuania, Romania and Bulgaria in 2004.
This is despite an unwritten agreement that the West would not “poach” former
members of the USSR.

NATO enlargement

NATO Troop deployments

“Things are looking up”
•

•

•
•
•
•
•
•
•

Despite early optimism, 25 years later things were not looking good according to
conventional wisdom.
However GDP has increased across the board as has consumption. Five fold in Czech
Republic since 1989. Ukraine, Moldova and Serbia the exceptions .Some inflation but
that stabilised after 2012.
Cars from 1 in 10 in 1990 to 1 in 4 in 2011.
Mobile phone ownership in 2013 at 54%.
Home ownership rockets up. Houses/apartments almost doubled in size.
Environmental damage starting to be repaired particularly in what was East Germany.
Life expectancy in Eastern Europe up (69 – 73 years), alcohol consumption down.
Nevertheless – drinking still remains high as are suicide rates and distrust of
government has not shifted much.
Not converging with the West as expected and with their neighbours. The Baltic states
have converged towards Finland; the Caucasus countries towards Turkey and Iran;
Central Asia in the direction of Iran and Afghanistan. Central Europe has approached
Germany and Austria. 70% of economies in private hands.

The changes

Consumerism in Riga, Latvia

Nostalgia?
•

•
•

•
•
•
•
•

Many in post communist countries hanker after the social security net that is no longer
as widespread and jobs for everyone even if it was 2% growth and the queues were
long. A romanticising of the past.
Not everyone has benefited equally . Growing gap between the poor and the very rich.
The Balkans are struggling, Eastern Slavic countries waver between democracy and
authoritarianism and central Asia still in the grip of autocrats.
Unmet expectations of freedom and capitalism. Capitalism as something foreign to
them?
Created by a lack of job security and economic unpredictability.
Many still believe in the justness of socialism.
Everyone was in it together – less social division in have and have nots.
Better health care, day care, secondary and tertiary education under Communist
governments.

Nostalgia?

In St Petersburg

But generally more satisfied
•
•
•

•
•
•
•
•

2017 – happier now than they were ten years ago.
“unhappiest” in Europe were Greece, Moldova , Armenia and the Ukraine.
“happiest” if they have access to goods and services. For example, more than 80 per
cent of respondents in Estonia, Kosovo, Poland and Russia report having an internet
connection at home.
About a third of respondents in Russia and in central Europe and the Baltic states
reported negative feelings towards immigrants or foreign workers.
This compared with the 85 per cent of people in south-eastern Europe, and 89 and 80
per cent in Germany and Italy.
People in the transition regions think that something should be done about the growing
gap between rich and poor.
Generally satisfied with the quality of education on offer but not happy about the roads.
Growing tolerance of sexual preference but not so in Russia and Romania. Nearly 50%
in the surveys would not like to have a gay or lesbian neighbour.

30 years on – happier but still conservative
•

•
•

•

•

Thirty years on, few people in Europe’s former eastern bloc regret the monumental political,
social and economic change unleashed by the fall of communism – but at the same time few
are satisfied with the way things are now, and many worry for the future.
Up to 85% of people approved of the shift in Poland, eastern Germany and the Czech
Republic, for example, but fewer than 55% did so in Bulgaria, Ukraine and Russia.
Asked how they felt their countries had advanced, central and eastern Europeans were most
positive about education (65%), living standards (61%) and national pride (58%). They were
less happy about law and order (44%) and family values (41%), and a majority (53%) said
healthcare had got worse in the post-communist era.
Central and eastern European nations also harboured a widespread view that politicians,
and to some extent businesspeople, had benefited personally and excessively from the fall
of communism, while “ordinary people” had largely not
It also revealed a sharp east-west divide on attitudes to some social issues, with western
Europeans expressing far more progressive views: 94% of Swedes and 89% of Spaniards
said homosexuality should be accepted by society, for example, against 28% of Lithuanians
and 14% of Ukrainians.

East Germany 30 years on – some adjustment still necessary
•
•
•
•

•
•
•
•
•
•
•

30 years ago all of East Germany given full membership of a rich democracy.
Most who left were young, clever and female
to encourage them 1 oostmark was replaced with 1 deutschmark.
Found it hard to adjust to capitalism after a state sponsored and protected life from
cradle to grave. No more fee childcare as there was in the GDR. East Germany
deindustrialised.
Reunification much debated today. East Germans particularly angered by Middle
eastern migrant intake.
West Germans see reunification a success. Ossies do not.
Ossies seen as “ungrateful”
But now their wages are 85% of those West Germans, air is cleaner and life expectancy
is up. Corruption us gone.
Over 25% of Ossie moved to the West. Most 18-30 years old and most female. Schools
closed and no movement back.
Are people becoming East German again?
East Germany – 20% of the population but 50% of the hate crimes.

The gap is there – www.numbeo.com

People move out of the east

Overall population down from 310 million in 1990 to 292 million now.

Why is that happening?
•

•

•

•
•
•

Emigration – better welfare and higher earnings. The main destinations for Poles,
Latvians and Lithuanians were the UK and Ireland. Estonians left for Finland,
Romanians went to Italy and Spain. More recently, Norway has emerged as a popular
destination.
Romania, for example, lost 9 per cent of its population in the fifteen years to 2005 –
mainly ethnic minorities. Albania, which is not an EU member, experienced an even
larger outflow of migrants.
Falling birth rates - Eastern European women had an average of 2.1 children each in
the late eighties. Ten years later this had dropped to 1.2. Germany’s also declined.
German birth rates the lowest – importing help from Vietnam despite 1.2 migrants
arriving in the last 2 years.
Government cash bonuses for families are not helping.
The young are leaving and the old are staying.
As GDP per capita increases in these countries net emigration should slow down and
perhaps even stop. This is already happening in the Czech Republic and Slovakia
where the per capita GDP is 80% of the EU average.

Workers are leaving

The brain drain from eastern Europe
•
•
•
•
•
•
•
•

The ex-communist countries that joined the European Union from 2004 on dreamed of
quickly transforming themselves into Germany or Britain.
Instead, many of their workers transported themselves to Germany or Britain.
Latvia’s working-age population has fallen by a quarter since 2000;
a third of those who graduated from university between 2002 and 2009 had emigrated
by 2014.
Polls of Bulgarian medical students show that 80-90% plan to emigrate after graduating.
All of this imperils public finances. Pensions, which take up about half of social
spending in eastern Europe, are the biggest worry.
Countries are raising the retirement age (apart from Poland) and benefits are meagre
leaving little room for cuts.
Brain drain – immigrants from poorer countries to offset this? Try to lure them back via
patriotism and higher wages (which affects export income).

But some are coming back home
•
•
•

•

•
•
•

Thriving economies, rising wages and low costs of living seem to be drawing more
émigrés home.
A demand for labour at home – Britain always took in 30,000 workers a year from
Eastern Europe. That is now down to 5,000.
Jobs are easy to find: unemployment rates run from 5.3% in Romania down to a
remarkable 2.9% in the Czech Republic. Fully 73% of Hungarian manufacturers say
they cannot find the workers they need.
That drives wages higher: salaries are up 5% in the Czech Republic compared with a
year ago, and in Hungary by an extraordinary 15%, helped by a big hike in the minimum
wage.
Tax levels, compared with western Europe, are rock-bottom: the top income-tax rate is
just 25% in Slovakia and 10% in Bulgaria.
Cheap housing is another lure. Per square metre, a flat in Prague costs about half as
much as one in Dublin, and one-seventh as much as in London.
Home sickness and family forces at play.

The ex eastern bloc still worry about Russia
•

•

•
•
•
•

When asked to name the one country that poses the biggest threat to them, large
percentages in Poland (69%), Estonia (58%), Romania (57%), Lithuania (46%) and
Latvia (42%) spontaneously name Russia. (2015- at the time of Ukraine)
In non-EU member countries in Eastern Europe, residents are more likely to perceive
the U.S. as a threat than Russia, but they are also likely to identify some of their
neighbours or threats from outside the region.
Residents in Albania and Kosovo, for example, are most likely to name Serbia .
Russia on the move in the Ukraine – Baltic states worry that trump may not defend
them. Lithuania under pressure reintroduces conscription and reopens bomb shelters.
The US sends 4000 troops into Poland from Germany. Poland has been calling for
permanent US troops there since the 1990s.
US troops also to Bulgaria, Romania and Estonia. Most NATO countries are
contributing.

The Baltic States

The precarious position of the Baltic States

The Baltic states defence spending increases

US armoured forces arrive in Poland

Russian military manoeuvres
•
•
•
•
•
•
•
•
•

Zapad 2017 in Belarus bordering the Baltic States. Fictional “aggressor states” sound a
lot like the Baltic States and Poland.
More of a message to Belarus who have refused to host a Russian base on their soil.
Russia used exercises as a pretext in Georgia in 2008 and the Crimea/Ukraine 2014.
100,000 troops but admits only to 13,000. To stop NATO observers from attending?
Leave some troops behind after it is over?
When does a large scale exercise become an invasion – Able Archer 1983.
Russians probing EU airspace as well as submarine incursions.
Easy to miscalculate – Russians accidentally fire on their own observers with live
ammunition.
Putin sending a message to the West.

The changing nature of the Russian threat
•

•
•

•

•
•

•

The strategic challenges facing NATO are changing. Originally once the USSR broke up
NATO should have become redundant.
They range from a resurgent Russia to information- and cyber-war.
The threat is less huge Russian tank armies surging westwards but a whole range of
strategies from hacking, to hybrid warfare to cyber-attacks to information operations
intended to throw the West off-balance.
Western governments clearly believe Russia is willing to resort to assassination – witness
the murder of Alexander Litvinenko in London in 2006 and the attempted murder of the
Skripals in Salisbury.
Russia is a relatively weak country but willing to use its military muscle - close to home in
Georgia and Ukraine - to secure its own strategic interests.
Russia responds with cyber attacks – cheap and has to work only once – the military
balance is asymmetrical so the US would win. Russia also in danger of being left behind by
a more technologically capable China. The US will not respond with cyber warfare of their
own because they are more vulnerable so the initiative is with Russia.
NATO has found renewed purpose since Russia's annexation of Ukraine's Crimea in 2014.

The lessons from history
•

•
•

•
•
•
•
•

The lessons from history. Russia occupying land is counterproductive (nb – Hungary,
Czechoslovakia etc). Resentment builds. Better to have a friendly government in place
that you have installed.
Every time the Russians used force in the past the Warsaw pact was weakened.
Estonia worried about Russia but it is not like the Ukraine. It is a member of the EU and
NATO.
Russia could support Russian speakers in eastern Estonia however those people have
shown little interest in separatism.
NATO now has more purpose after the Ukraine?
All out confrontation not likely to succeed hence Russia uses Hybrid warfare –
propaganda, cyber attacks and regular troops dressed up as volunteers.
Nevertheless there are other like Belarus – very dependent on Russia for oil – would no
one object if Russia moved in?
Belarus opens borders visa free for 80 days. Russia worried that Belarus is moving to
the west? Russians the largest minority at 14%.

Belarus

Russian language speakers in Eastern Europe

Russians abroad

Kaliningrad enclave – HQ of the Russian Baltic Fleet

Kaliningrad forces build up
•

•
•
•
•
•
•
•
•

Kaliningrad was originally the German city of Konigsberg. It was annexed by the Soviet
Union in April 7, 1946.
The German population was expelled. Now one million Russian live there.
It offers a year-round open port for its Baltic fleet to operate from — free from ice.
This has been established to support Moscow’s Black Sea Fleet, a force of some eight
large warships, 20 patrol vessels and three submarines.
It also houses several heavily defended military airfields.
As well there is long range radar, anti shipping missile batteries and paratrooper forces.
Russia remains convinced that it had received iron clad commitments not to enlarge
NATO in the East in 1990.
In some ways that was their price for German unification. Kaliningrad a reaction?
A thorn in NATO’s side –a roadblock?

Kaliningrad enclave

The CIS drifts apart
•

•

•

•

•

The former Russian Empire and the Soviet Union were both vast, multinational empires that
defined themselves by ideological principles, not ethnic or national ones.
Russia, stripped of empire and basically reduced to its 17th-century borders, is a newly
minted nation-state – much bigger but otherwise a lot like its fellow ex-Soviet republics – that
has yet to find a clear post-imperial identity.
The USSR was a huge, multinational monolith that controlled a vast array of satellites and
client states, and spread its geopolitical influence and ideological challenge into every corner
of the world.
Moscow’s planners today must contend with a post-Soviet neighbourhood in which all of the
USSR’s former Eastern European allies and even three of the 15 former Soviet republics
have already joined the European Union and NATO, while others are threatening to do the
same.
Of the remaining 12 ex-Soviet republics, many have cast off Russian influence and are
gravitating into the orbit of outside powers that were once thoroughly excluded from the
entire region.

But the USSR persists if in spirit only
•

•

•
•
•

•

•

In the west, Ukraine, Belarus, Georgia, and Moldova are strongly attracted to Europe, with
its very different economic model and values system, and all have experienced internal
eruptions aimed at curbing Russian influence.
On the southern flank, Azerbaijan recently leveraged Turkish assistance to wage a
successful war against Russian-allied Armenia, with the result that Turkish influence is now
thoroughly ensconced in the former Soviet Caucasus region.
And in former Soviet Central Asia, China competes openly with Russia for trading
preferences, access to resources, and political clout.
That is surely what Russian President Vladimir Putin meant when he once described the
Soviet Union’s demise as “the greatest geopolitical catastrophe of the 20th century.”
Though the Soviet Union was legally dissolved, the realities of life under it persisted. As the
example of Belarus shows, most post-Soviet countries were deeply entwined by decades, in
some cases centuries, of being part of the same empire.
Belarus elected a new president in 1994, Alexander Lukashenko, who stressed nostalgic
Soviet-style political and economic policies.
In practice, he depended heavily on Russian subsidies like cheap oil and gas to keep his
regime afloat. Political leaders in Moscow, anxious to maintain influence in the former Soviet
Union – what they termed the “near abroad” – gladly extended those subsidies.

Putin tries to hold the line
•
•
•

•
•

•

Russian remained the language of communication between the new states, and in many
cases still is.
Their economies had been systematically integrated by central planners in Moscow, and
they are far from disentangled to this day.
The free flow of people within the former Soviet Union left big diasporas of Russians in many
former Soviet republics, while millions of people from those new states woke up to find
themselves living in independent Russia.
Since Mr. Putin ascended to the Kremlin and began reversing Russia’s own post-Soviet
decline, he has made halting the advance of outside powers into the former Soviet region a
top priority.
In 2008, a Russian army invaded Georgia to prevent pro-Western President Mikheil
Saakashvili from staging a military reconquest of the breakaway Georgian territory of South
Ossetia, a Russian protectorate. Had Mr. Saakashvili succeeded in reuniting his fractured
country, he might have gotten much closer to his stated goal of making Georgia a viable
candidate to join NATO.
Similarly in Ukraine in 2014, after a pro-Western street revolt unseated Moscow-friendly
President Viktor Yanukovych, Moscow intervened militarily to annex the mainly Russianpopulated Crimean Peninsula, and to back anti-Kyiv rebels in the Russian-speaking east of
Ukraine.

A more measured response from a more flexible Russia?
•

•

•

•

•

Almost nobody is talking any longer about Ukraine or Georgia joining NATO, much less the
EU. But it also came at a heavy long-term cost. Ukrainians, most of whom speak Russian
and feel historically close to Russia, have been alienated by Moscow’s treatment of them,
and the damage may be difficult to repair.
But there may be room for Moscow to improve relations with countries in the post-Soviet
neighborhood. Russia and Georgia went through a period of strained relations following their
2008 war, punctuated by trade bans and harsh diplomatic rhetoric. But tensions have since
eased, trade is on the upswing, and Georgia has once again become a major destination for
sunshine-starved Russian tourists.
When Belarusians took to the streets last summer to protest yet another rigged election,
rumours of Russian intervention to prop up the beleaguered Belarusian leader, Mr.
Lukashenko, were rife.
But Russian security forces remained in their barracks, and the Moscow media gave
sympathetic coverage to the pro-democracy protesters in Belarus, while the Kremlin
continues to pressure Mr. Lukashenko to move ahead with promised constitutional reforms
that might yet ease him out of power.
Moscow appears to have been completely indifferent to a recent disorderly change of power
in Kyrgyzstan. Nor did it have much to say when November elections in Moldova removed a
pro-Russian president and replaced him with a pro-Western one

Letting go in Belarus?

A return to the old USSR?

Refugees – going both ways

Refugees
•
•

•

•

•

•

Around two-thirds are arriving in Poland, with Hungary, Moldova, Romania and
Slovakia taking the rest. 2.3 million so far..
Poland, already home to nearly 1.5m Ukrainians—some displaced by Russia’s
earlier aggression in the Donbas—will provide “every refugee from Ukraine” with
shelter and assistance. Many are now going back to fight
In contrast to 2015, when four-fifths of adult migrants from Syria and Afghanistan
were men, the Ukrainians are almost all women and children. Ukrainian men aged
18-60 are subject to conscription and banned from leaving the country.
Ukrainians, though poor by European standards, are highly educated, with 79% of
those aged 20-26 possessing a degree.
On March 3rd member states look set to invoke a law on temporary protection,
passed in 2001 but never used, that would let Ukrainians stay in the eu for three
years. It will entitle them to benefits such as health care .
Ukrainians fight because they have seen the lawlessness and corruption of the
Donbas.

The rich are also heading to warmer climes

Young Russians want to leave
•

•

•

•
•

A survey conducted between February 17th and 21st—that is, in the week before
Mr Putin’s invasion—by the Levada Centre, an independent Russian pollster, found
that 43% of Russians between the ages of 18 and 24 wanted to leave the country
for good. And 44% of those who hoped to emigrate cited the “economic situation”
as their motivation.
Queries for “flights” increased nine-fold from the week ending February 20th to
the week ending February 27th. More Russians are asking Google “how to leave
Russia” than have done so in 18 years since such data became public.
Finnish trains from St Petersburg to Helsinki—which typically accommodate far
fewer passengers than they have capacity for—have been packed with Russian
travellers since February 27th.
Russians—who have been queuing to take their money out of the banks—have
been banned from leaving the country with more than $10,000 in cash.
Mr Putin’s cabinet offered preferential government mortgages and military
deferment to information technology workers at Russian firms. But as the grip of
sanctions tightens, such incentives may not be enough to keep more Russians from
leaving.

Russians are leaving for Turkey and Finland
•

•

•

•

•
•
•

Tens of thousands of Russians have fled to Istanbul since Russia invaded
Ukraine last month, outraged about what they see as a criminal war, worried
about conscription or the possibility of a closed Russian border, or concerned that
their livelihoods are no longer viable back home.
And they are just the tip of the iceberg. Tens of thousands more traveled to
countries like Armenia, Georgia, Uzbekistan, Kyrgyzstan and Kazakhstan which are
better known as sources of migration to Russia.
Russia until last month remained a place with extensive travel connections to the
world, a mostly uncensored internet with an independent media, a thriving tech
industry and a world-class arts scene. Slices of Western middle-class life — Ikea,
Starbucks, affordable foreign cars — were widely available.
Finland is seeing hundreds of people from Russia arriving every day since the
Russian invasion of Ukraine began. Some say they're leaving due to new Western
sanctions, but others worry about growing repression in their country.
By rail previously 20% full on one train now 3 trains and 700 people a day.
Important after flights from Russia were banned.
Yet many still believe the propaganda.

And the ukrainians

The Russian offensive is not going well
•
•
•
•
•
•
•

the Russian military, so impressive on paper, might in fact have continued the
terrible logistics problems of the Soviet Union.
On the ground, they appear to have too few trucks, too little tire maintenance,
out-of-date food, and too little fuel.
In the air, they are showing signs that they cannot plan or execute complicated
manoeuvres, in which they have had little practice.
Is this why they have put so much effort into ”influence operations”?
Meanwhile, Russians are now aware that they are at war—something that Putin
had apparently hidden at first—and a number are protesting.
The government has cracked down on critics, and rumours are flying that Putin is
about to declare martial law. .
Where is the Russian Air Force? Saving smart weapons for larger conflict

Russian tanks destroyed near Kiev

The coming insurgency in Ukraine
•
•
•

•

•

•
•

As well as refugees coming back in so are arms. Like the Anti Nazi partisans of
WW2?
For an insurgency if the Russians win?
Putin will face a long, bloody insurgency that could spread across multiple
borders, perhaps even reaching into Belarus to challenge Belarusian President
Alexander Lukashenko, Putin’s stalwart ally. Widening unrest could destabilise
other countries in Russia’s orbit, such as Kazakhstan, and even spill into Russia
itself.
No plan B? Many a great power has waged war against a weaker one, only to get
bogged down as a result of its failure to have a well-considered end game.
Any future insurgency will benefit from Ukraine’s geography. The country is
bordered by four NATO states: Hungary, Poland, Romania, and Slovakia. Belarus, a
Russian ally, is itself bordered by Poland on the west and another NATO member—
Lithuania—on the north. These long borders offer the United States and NATO an
enduring way to support Ukrainian resistance
Moldova to the South West is neutral but co-operates with NATO.
Tension with Moscow over Transnistria – a backstop for Ukrainian resistance?

The stalled convoy – they don’t know what Putin’s plan is?

The Russian bear not so bearish?
•

At the very least, the underperformance of the Russian military will enable
opponents to exploit the holes it now sees (today, for example, it appeared that
Russia’s boasted encrypted battlefield communications system doesn’t actually
work.

•

More, though, the missteps of the Russian army have significantly weakened the
country. Estonia’s chief of defence, told reporters “Today what I have seen is that
even this huge army or military is not so huge.”

•

The commander of Estonia’s air force, said of the Russian air force: “If you look at
what’s on the other side, you’ll see that there isn’t really an opponent anymore.”

•

Andrei Kozyrev, Russia’s foreign minister from 1990 to 1996, tweeted: “The
Kremlin spent the last 20 years trying to modernise its military. Much of that
budget was stolen and spent on mega-yachts in Cyprus. But as a military advisor
you cannot report that to the President. So they reported lies to him instead.
Potemkin military.

•

It certainly emboldens NATO.

Moldova and the breakaway republic of
•
•
•
•
•
•
•

Moldova is not part of NATO, nor does it have any active plans to become a
member but has applied to join the EU.
The country is constitutionally neutral, but does have relations with NATO via the
Euro-Atlantic Partnership Council.
NATO has also worked with Moldova to modernise its defence and security
structures.
Moldova has already accepted thousands of Ukrainian refugees, and its President,
Maia Sandu, has condemned Russia’s invasion.
In Moldova, President Putin would likely be keen to take control of Transnistria, a
Russian-backed breakaway region.
Russian troops are already based in the region, and it is not controlled by the
Moldovan authorities in Chisinau.
Break away separatist ran up a huge Russian Gas bill last year that nearly sent the
government broke. Refused to pay for it generating a deliberate crisis.

Transdniestria

Pro EU Presidents Sandu and Zelensky last year

Sanctions – bad news on the oil front for Russia
•

•
•

•

•
•

The mere threat that the US might go it alone and ban imports of Russian
oil caused the oil price to soar to its highest levels in 14 years. The US only
accounts for less than 3 per cent of Russia’s oil exports, however, so why did the
price respond so dramatically?
Despite the most severe financial sanctions ever imposed on a major economy, the
Americans and Europeans have left Russia’s oil and gas exports alone, so far.
Those exclusions are due to their concerns about the impact on international
prices and inflation and, more particularly, what it would do to European
economies that are dependent on Russian oil and gas for their energy.
Cutting off the revenue from its energy sales, which account for nearly half its
government’s revenues, would be ruinous. It would, incidentally, also undermine
its ability to wage the war in Ukraine.
EU reluctant naturally but the US may go it alone.
So if the US imports so little from Russia what is the problem?

Russia in real trouble
•

•
•
•
•
•

There are estimates that as much as half of Russia’s exports, and perhaps more,
have been frozen by the unwillingness of buyers and traders to buy it, or shipping
companies to ship it, either on moral grounds or, more likely, because they and
their financiers are concerned about being unwittingly caught up in the maze of
financial sanctions.
Russia selling discounted oil at $28 a barrel so it is not reaping a windfall.
The Biden administration has also been talking to both Iran and Venezuela about
lifting, or lightening, US sanctions on their economies in exchange for increased oil
production.
Russia, if its energy sector is sanctioned, could divert its oil exports to India or
China but their high sulphur content means refineries would have to be
reconfigured to handle it
Gas, which it pipes into Europe, would be even more problematic, given that
replacing Europe as a customer would require construction of gasification plants
and export terminals to ship LNG to the likely customers in Asia.
The destruction of what is left of their economy? Even McDonald's and Coca Cola
are leaving.

Russians can’t help but notice now
•
•
•

•

•

while Russians were living in an information vacuum after Putin shut down all
independent media, they would definitely be noticing that daily life has changed.
“Prices have gone up 50 per cent for everything because of the crash of the
rouble,” one expat in Russia told Melbourne radio station 3AW.
“You can’t use your credit card, no MasterCard, no visa and American Express. You
can’t watch Netflix, you can’t fly anywhere. You can’t get any imported goods. You
can’t go to McDonald’s, you can’t do anything”.
McDonald’s is temporarily closing its 850 restaurants in Russia and pausing all
operations in the country, a decision that will affect 62,000 jobs but will keep
paying staff.
Vladimir Putin signed a package of measures designed to cushion the blow from
unprecedented Western sanctions and the exit from Russia of many foreign
businesses. He also ordered the government to give extra subsidies to poor
families and pensioners. Amid fears that food prices will spike, some Russians are
stockpiling food, prompting retailers to introduce caps.

On Pushkin square in Moscow

And in 1990

The Russian bolt hole - Dubai
•

•

•
•

•

•

Stretching into the Persian Gulf from the beaches and skyscrapers of Dubai is a
man-made archipelago in the shape of a vast palm tree, its branchlike rows of
islands lined with luxury hotels, apartments and villas.
Among the owners of those homes are two dozen close allies of Putin, including a
former provincial governor and nuclear power plant manager, a construction
magnate and former senator, and a Belarusian tobacco tycoon.
At least 38 businessmen or officials linked to Putin own dozens of properties in
Dubai collectively valued at more than $314 million.
notoriously secretive banking centers like Switzerland, Monaco and the Cayman
Islands have begun to cooperate with the freezing of accounts, seizing of mansions
and impounding of yachts. But not Dubai.
the United Arab Emirates, Saudi Arabia and Egypt have instead prioritised relations
with Moscow — the Emirates and Saudi Arabia by rebuffing American pleas for
increased oil supplies to soothe energy markets,
Egypt by muffling criticism of the invasion while proceeding with a $25 billion loan
from Russia to finance a nuclear power plant.

Sanctions – only as strong as the weakest link
•

•
•
•
•

Putin allies owned at least 76 properties in Dubai, either directly or under the
name of a close relative, and said that there were likely many others who could
not be identified.
The autocrats who dominate the region were outraged by Washington’s
statements of support for the Arab uprisings in 2011
people close to those rulers say that their neutral responses to the invasion of
Ukraine should teach Washington not to take them for granted
Others noted that the Kremlin had overlooked human rights abuses that
Washington often criticise.
Russia has sold weapons to all three countries, and a few Saudi military officers
have begun training in Russia. Egypt and the U.A.E. have cooperated with Russia
for several years in Libya, where all three have backed the same strongman in
Eastern Libya in his conflict with the U.N.-backed government. Egypt provided
bases near the border, the U.A.E. sent fighter planes and Russia deployed
mercenaries.

The high life in Dubai

And other effects
•

•

•

•

Start with wheat, of which Russia and Ukraine are, respectively, the biggest and
fifth-biggest exporters in the world. The war has, in effect, halted shipments from
the Black Sea; it may also imperil the spring planting season in Ukraine, which is
due to start in April. That is dire news for Egypt, the world’s largest wheat buyer. It
needs 21m tonnes each year to feed its 102m people but produces less than half
of that amount. Some 86% of its imports are from Russia and Ukraine.
This year’s budget assumed that imports would cost $255 a tonne. Prices on
futures markets are already flirting with $400. That could add at least $1.5bn (0.4%
of GDP) to Egypt’s import bill.
The list goes on. A drop in maize shipments from Ukraine, the world’s fourthlargest exporter, could hurt Egypt, which gets 26% of its maize imports from there.
Because most of it is used for animal feed, higher maize prices will lead to more
expensive meat in Egypt, and pricier maize porridge in southern Africa, where it is
a staple.
Cooking oil is also becoming more expensive because Ukraine is the world’s
biggest exporter of sunflower oil. Soaring prices are spilling over into substitutes
such as palm oil, a staple in west Africa, and driving up food-price inflation across
the Middle East and Africa.

Russia – no plan B
•

•

•
•
•

•

•

Some 70 per cent of Russian crude was “struggling to find buyers” this week, said
the consultancy Energy Aspects. As a result, Russian oil was selling at a discount of
more than $US28 a barrel.
Very soon, Russians will be faced with shortfalls of basic products. Not just
iPhones, the import of which was already banned, but about food, clothing, cars,
whitegoods, etc
No parts for planes either.
However China is giving Russia special assistance. Wheat sales
Other deals signed by the two autocrats as part of the “no limits” partnership were
long-term supply contracts for China to buy an estimated $US117 billion worth of
Russian oil and gas.
It’s pretty much effortless for China to support Russia economically. China’s annual
economic output was worth $US16 trillion last year, exactly 10 times the size of
Russia’s. After the collapse of the rouble this week, Russia’s economy is worth
about one-third less than it was a week ago, measured in US dollars.
China eyeing the resources of the Russian Far East?

Can China provide a lifeline?
•
•

•

•

•

No! Despite Russia approaching China for drones and a lifeline.
First, China, despite being an economic powerhouse, isn’t in a position to supply
some things Russia needs, like spare parts for Western-made airplanes and highend semiconductor chips.
Second, while China itself isn’t joining in the sanctions, it is deeply integrated into
the world economy. This means that Chinese banks and other businesses, like
Western corporations, may engage in self-sanctioning — that is, they’ll be
reluctant to deal with Russia for fear of a backlash from consumers and regulators
in more important markets.
Third, China and Russia are very far apart geographically. Yes, they share a border.
But most of Russia’s economy is west of the Urals, while most of China’s is near its
east coast. Beijing is 3,500 miles from Moscow, and the only practical way to move
stuff across that vast expanse is via a handful of train lines that are already
overstressed.
Finally, a point I don’t think gets enough emphasis is the extreme difference in
economic power between Russia and China.

A snapshot of the relationship

Is Russia’s only option to become Chinese vassal state?
•
•
•

•
•
•
•
•

Xi Jinping alone has the power to keep the Russian economy functional and Putin
in power.
The Moscow share and derivatives market remains shut because the authorities
know what would be revealed if it allowed them to open.
the securities of 27 of Russia’s biggest companies continued trading in London for
a few days until they were suspended this week.
And the losses were horrendous. Before suspension, they’d lost between 90 and
100 per cent of their value since the beginning of the invasion of Ukraine.
The sanction-hit Sberbank was down by 99.7 per cent to trade for just one penny,
for instance. Oil giant Lukoil had lost 99.2 per cent.
Russian government bonds have been downgraded to junk status.
In other words, world financial markets consider Russia to be all but bankrupt.
Putin spent years anticipating Western sanctions on Russian banks by building a
substantial foreign exchange war chest of $US630 billion in the central bank to
keep the country solvent. He didn’t expect the West would hit his central bank as
well as the commercial banks. Most of those reserves are now unavailable to
Russia.

China – wait and see
•
•
•
•
•
•
•
•

Non committal
Wait till Kiev falls and then mediate
Rebuild Ukraine with China doing the work?
Not going to do anything that makes Russia stronger
China extensive business in Russia and Ukraine – transit system in Kharkiv and
ports in Odessa.
Only interested in Russian high tech military goods but even there incompatibility
is the order of the day. Russia wants a bulk sale to offset Chinese copying.
Joint exercises but few speak Russian and Chinese.
Negotiations – Lavrov vs. Putin – Zelensky – no NATO for us but want guarantees
that we can join the EU.

Russia looks to volunteers
•

•
•
•

Vladimir Putin, said that the country would accept the help of 16,000 “volunteers”
from the Middle East to fight alongside Russian troops. American officials think this
might include Syrian fighters, just as Russian mercenaries, backed by the Kremlin,
fought in Syria and Libya. .
To minimise Russian casualties? Particularly as the fighting moves into the cities.
Or specialist urban fighters?
Assad pays back a debt to Russia?

Putin has no options left
•

•

•

•
•

•

Suppose that Russia manages to impose a new government. Ukrainians are now
united against the invader. Mr Putin’s puppet could not rule without an
occupation, but Russia does not have the money or the troops to garrison even
half of Ukraine.
American army doctrine says that to face down an insurgency—in this case, one
backed by NATO—occupiers need 20 to 25 soldiers per 1,000 people; Russia has a
little over four
If, as the Kremlin may have started to signal, Mr Putin will not impose a puppet
government—because he cannot—then he will have to compromise with Ukraine
in peace talks. Yet he will struggle to enforce any such agreement.
After all, what will he do if post-war Ukraine resumes its Westward drift: invade?
The truth is sinking in that, by attacking Ukraine, Mr Putin has committed a
catastrophic error. He has wrecked the reputation of Russia’s supposedly
formidable armed forces, which have proved tactically inept against a smaller,
worse-armed but motivated opponent.
Russia has lost mountains of equipment and endured thousands of casualties,
almost as many in two weeks as America has suffered in Iraq since it invaded in
2003

Striking in the West

Where to from here for Putin?
•

•
•
•
•
•

•

Mr Putin has brought ruinous sanctions on his country. The central bank does not
have access to the hard currency it needs to support the banking system and
stabilise the rouble.
Brands that stand for openness, including IKEA and Coca-Cola, have closed their
doors.
Some goods are being rationed. Western exporters are withholding vital
components, leading to factory stoppages.
Sanctions on energy—for now, limited—threaten to crimp the foreign exchange
Russia needs to pay for its imports .
And, as Stalin did, Mr Putin is destroying the middle class, the great motor of
Russia’s modernisation.
Instead of being sent to the gulag, they are fleeing to cities like Istanbul, in Turkey,
and Yerevan, in Armenia. In the outlying regions are talking about this as
“Moscow’s war”.
Putin desperate for a quick win to use chemical or even tactical nukes?

The end of Putin?
•
•
•

•
•

•
•
•
•

if Ukraine had folded quickly like everyone expected. [The West] would have just
had to, quote unquote, be pragmatic and deal with the Russian occupation.
What the Ukrainians have done is create a different reality where Europeans
have finally had to confront the problem of Russia.
Whatever happens in Ukraine, the relationship between Russia and the West will
never be the same.
Putin’s invasion of Ukraine will ultimately cost him his hold on power. While
previously Putin has been accused of using war to distract from domestic woes
there hasn’t been a “rally around the flag” moment this time.
The history of Russia has generally seen regime change come from within the elite
itself, rather than through popular uprisings.
those close to Putin are divided.
Putin has a narrow base of support within the intelligence community.
In the end there will be a negotiated settlement. Or Russia will occupy a
wasteland.
Not able to take Kiev – ground to a halt.
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