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ABSTRACT

In this article I argue that the increasingly three-sided competition for
influence — between Russia, China and the West in and over Ukraine — has created
a new space for autonomous decision making and can increase Ukraine'’s own
agency when it comes to strategic geopolitical and geo-economic choices in
its foreign policy. Relying on competition theory to determine competitive
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influence-seeking policies of great powers and strategies of smaller states,
1 propose a ‘smart leadership’ strategy for Ukraine, aimed at the management
of its status in the Russia-China-West triangle. In the first part of article,
I outline Ukraine's national interests. This is followed by a consideration of
the geopolitical and geo-economic environment in which Ukraine has operated
until recently before I detail the changes in this environment that are related to
the increased economic significance that China has assumed for Ukraine. In
the second part, I consider what smart leadership would look like if Ukraine
were to escape its current dual entrapment of positioning of a small state in the
geopolitical competition of great powers.

The key words: Belt and Road Initiative, geo-economics, great power,
competition, leadership.

Introduction

China’s claims to geopolitical and geo-economic leadership
in Greater Eurasia have exacerbated the competition among great
powers in the already contested regions of the post-Soviet space
and the Western Balkans. Already subjected to an intense tug-of-
war between Russia and the West, this is particularly obvious
in Ukraine. Interestingly, however, the increasingly three-sided
competition for influence — between Russia, China, and the West—
has arguably created a new space for autonomous decision making
that could increase Ukraine’s own agency when it comes to strategic
geopolitical and geo-economic choices in its foreign policy.

Ukraine has been in a permanent state of crisis since late 2013 when
then President Victor Yanukovych’s refusal to sign an Association
Agreement with the EU triggered the Euromaidan revolution which
led to the ouster of Yanukovych and led to a chain of events that
saw Russia annex Crimea and establish two de-facto states in the
course of an ongoing war with Ukraine in Donbas (Katchanovski,
2016; Malyarenko & Wolff, 2019). With public opinion in Ukraine
consequently turning profoundly against Russia and favoring closer
ties, and future membership, in the EU and NATO (KIIS 2020), it
seemed that after the eventual signing and entering into force of the
Association Agreement between Ukraine and the EU, Ukraine had
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firmly and permanently anchored itself in the geopolitical orbit of
the West.

In the aftermath of the dramatic events of 2014 and 2015, this
was a necessity rather than a choice. However, in the context of
China’s ambitions to project power and influence through its Belt
and Road Initiative (BRI), a new window of geopolitical and geo-
economic opportunities has been opened for Ukraine. To be sure, the
BRI, and Chinese presence and activities more generally, across the
post-Soviet space and into Central and Eastern Europe take many
forms and are in no small part driven by China’s need to create and
sustain viable overland corridors for trade with the EU. Moreover,
significant Chinese investment in Ukraine predates the official launch
of the BRI in 2013 (Samokhvalov, 2018). However, with the BRI
becoming more and more synonymous, in Western perspectives,
with China’s challenge to an already crumbling liberal international
order, the environment for Ukrainian foreign policy making have
become both more complex and more open-ended (Wolff, 2021).

The environment has become more complex due to the intensifying
rivalry between the United States and China; the increasing alignment
of EU and US policy on both China and Russia; and the emerging,
and arguably consolidating, strategic cooperation between Russia
and China and the regional organizations that they lead, such as the
Shanghai Cooperation Organization (SCO) and Eurasian Economic
Union (EAEU) (Chatzky & McBride, 2020; Malyarenko & Wolff,
2021; Wolff 2021).

One of the advantages of BRI in this context may be its “maximized
flexibility,” which helps to strike a balance between China’s capacity
limits and difficulties in engaging with various jurisdictions and the
need to lead the BRI (Wang, 2019). Such flexibility emerges both in
institutional and normative dimensions, making it less demanding
to the potential partners towards the forms of economic integration
and its legal framework. The issue may be a significant competitive
advantage compared with the EU and US that traditionally stick
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with overloading obligations that extend far beyond mere economic
cooperation.

According to the theory of competition, an increase in the number
of competitors leads to an aggravation of the struggle among them,
but also makes the outcome of the struggle more uncertain (Porter
1998). Atthe same time, more intense geopolitical competition among
great powers expands the window of opportunities for smaller states,
which, much like consumers, can shop around for the best offer and/
or mix and match what different great power competitors put on the
table across different domains, such as trade terms, infrastructure
development, foreign direct investment, or defense cooperation
(Carafano, 2018; Kassab, 2018).

On the other hand, the intensification of geopolitical competition
and the uncertainty of outcome associated with it increase the
potential for conflict across the entire region, including the risk of
escalation of already existing conflicts. The protracted conflicts in
the South Caucasus, in eastern Ukraine, and in Moldova constitute
leverage to put pressure on the states affected by them and their actual
or potential partners in the great power competition for influence.
This leverage, however, has limits, and over-using it may backfire by
forcing smaller states to make choices against those who apply this
kind of leverage or simply weaken them beyond the point where they
are useful partners for any of the competing great powers (Levitsky
& Way, 2005; 2006; Beyer & Wolff, 2016).

Ukraine is a tragically good illustration of this dynamic. Thirty
years after independence, it remains an endemically weak state.
While a generally pro-Western political regime has consolidated
its position since 2014, society is deeply divided and the search
for a unifying national identity remains a key issue in domestic
and foreign policy (Sasse & Lackner, 2018). Closely related,
Ukraine’s geopolitical ambitions have been gradually decreasing.
Aspirations to be a regional leader in Eastern Europe in the 1990s
were scaled down to being a regional leader in post-Soviet Eastern
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Europe in the 2000s. Today, Ukraine’s political elites seem to have
resigned themselves to the status of a small state unable to capitalize
on the significant size of its population (the eighth-largest country
in Europe with around 43m people) and territory (the second-largest
country in Europe with just over 600,000 sq km) and therefore
struggling to survive amid the competitive influence seeking of rival
great powers.

This article argues that this state of affairs need not be permanent.
The entry, and increasing assertiveness, of China has created
a potential opportunity for change for Ukraine to escape its current
entrapment in the competition among great powers. The strategy
of both Russia and the West has been to weaken their respective
competitor’s positions in Ukraine. This, in turn, continues to
weaken Ukraine’s already fragile institutions and ailing economy.
However, to take advantage of multipolarity and to manage the
geopolitical competition among great powers for its own benefits,
Ukraine also needs to escape the, mostly self-inflicted, trap of its
current small-state mentality of its foreign policy. This will require
smart leadership: Ukraine needs to carefully define its own national
interests and manage its proximity to, or distance from, all regional
and global powers in ways that limit their ability to manipulate its
domestic and foreign policies while still allowing cooperation on
a mutually beneficial basis.

Methodology

This article is primarily a case study research. Its research
methodology relies on the textual analysis of documents, official
statements and expert observation, including specially commissioned
research reports. The process tracing is the main method of data
analysis. This article is one of the outcomes of international project
“China’s Belt and Road Initiative: Implications for the OSCE”,
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implemented by a group of international scholars ' (China’s Belt and
Road Initiative: Implications for the OSCE). The project participants
organized a number of workshops on the different aspects of BRI,
conducted under the Chatham House rules. The article accounts
data from these workshops. The research outcomes of the project
“China’s Belt and Road Initiative: Implications for the OSCE” are
concluded in 18 specifically commissioned background papers from
the country and regional experts, including two papers written by
the author of this article. The county reports are built around six
questions:

1. What drives the BRI in the subregion?

2. What has been accomplished so far?

3. What are the critical risks of BRI implementation in the
subregion?

4. How have local actors reacted?

5. How do the other main players view the BRI?

6. How has China responded to local and other actors?
(China’s Belt and Road Initiative: Implications for the OSCE; Wolff,
2021).

The article’s analytical framework is derived from competition
theory in management studies. It offers a way to think about the
strategy and leadership of smaller states which are involved in
competitive influence seeking strategies of great powers. The
understanding of Ukraine’s smart leadership relies on the theory of
competition as it implies to geopolitical and geo-economic contest
between great powers, with the consideration of more recent changes
in the environment that are related to the increased economic
significance of China for Ukraine’s economy. The article argues that

' The project objectives include: mapping the presence of China and its mani-
festation across Central Asia, the South Caucasus, the Western CIS, and the West-
ern Balkans over time, in particular since the inception of the BRI; identifying
the implications that this presence has had in terms of economic, environmental,
social, political, and military security in the OSCE area (China’s Belt and Road
Initiative: Implications for the OSCE).
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the national priorities of Ukraine and its strategy in the relationship
with great powers are structurally determined by changing character
of the geopolitical and geo-economic environment in the Eastern
Partnership and changing dynamics within Ukraine. The research
and arguments, therefore, take into consideration Ukraine’s weak
state institutions, its small export-oriented economy, and societal
cleavages within the country.

The analysis is structured as follows. First, the article outlines
what the author considers Ukraine’s national interests. This is
followed by a consideration of the geopolitical and geo-economic
environment in which Ukraine has operated before I detail the more
recent changes in this environment that are related to the increased
economic significance that China has assumed for Ukraine. Then, the
article considers what smart leadership would look like if Ukraine
were to escape its current dual entrapment of positioning of a small
state in the geopolitical competition of great powers.

Ukrainian National Interests

Joining NATO and the EU is the main strategic objective for
Ukraine and has been enshrined in the country’s Constitution (Zakon
pro vnesennia zmin do Konstytutsii Ukrainy (shchodo stratehichnoho
kursu derzhavy na nabuttia povnopravnoho chlenstva Ukrainy
v Yevropeiskomu Soiuzi ta v Orhanizatsii Pivnichnoatlantychnoho
dohovoru), 2019) adopted in 07.02.2019. According to the logic
of Ukraine’s foreign and domestic policies after 2014, security
and survival, and not economic well-being, determine the national
interests of Ukraine. This is reflected in two key strategy documents:
the 2020 National Security Strategy of Ukraine (Ukaz pro rishennia
Rady natsionalnoi bezpeky 1 oborony Ukrainy vid 14 veresnia 2020
roku “Pro Stratehiiu natsionalnoi bezpeky Ukrainy”, 2020) and the
Economic Strategy 2030 (Natsionalna ekonomichna stratehiia 2030).

The National Security Strategy of Ukraine, which updates the
country’s previous 2015 conceptualizes Ukraine’s national interests
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alongfourbroadobjectives: theprotectionofthecountry’sindependence
and sovereignty; the restoration of its territorial integrity within its
internationally recognized borders; European and Euro-Atlantic
integration; and human security (Zakon pro vnesennia zmin do
Konstytutsii Ukrainy (shchodo stratehichnoho kursu derzhavy na
nabuttia povnopravnoho chlenstva Ukrainy v Yevropeiskomu Soiuzi
ta v Orhanizatsii Pivnichnoatlantychnoho dohovoru), 2019). Similar
to the 2015 Strategy, the 2020 version identifies Russia as the main
military adversary of Ukraine, and as a consequence it prioritizes
aspects of hard, national security over human security. Closely
mirroring the EU’s and NATO’s main official policy documents,
the first of all, ‘Shared Vision, Common Action: A Stronger Europe.
A Global Strategy for the European Union’s Foreign and Security
Policy’ (Global Strategy for the European Union, 2016) and
NATO’s Comprehensive Approach in the area of security (NATO
Comprehensive Approach, 2018), resilience and detention are two
of the cornerstones of the National Security Strategy of Ukraine of
2020. Detention is understood as “the development of defense and
security capabilities to prevent armed aggression against Ukraine”
and resilience is understood as “an ability of society and the state to
quickly adapt to changes in the security environment and maintain
sustainable functioning, in particular by minimizing external and
internal vulnerabilities” (Ukaz pro rishennia Rady natsionalnoi
bezpeky i oborony Ukrainy vid 14 veresnia 2020 roku “Pro Stratehiiu
natsionalnoi bezpeky Ukrainy”, 2020).

In the complementary Economic Strategy 2030 Kyiv also
emphasizes security over economic benefits, defining the United
States as its main strategic partner despite the fact that Ukraine’s trade
with the US is relatively insignificant. Ukraine’s economic strategy
(although it is very liberal) is also security-oriented, since European
and Euro-Atlantic integration and the restoration of territorial
integrity are also the main priorities of Ukraine’s economic policy.
In terms of policies that the Economic Strategy focuses on, these
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again mirror closely the agenda of Ukraine’s Western partners:
independence of the National Bank and anti-corruption agencies, the
rule of law, and achieving gender equality are the key objectives
(Natsionalna ekonomichna stratehiia 2030).

Small States in Great Power Competitive

Influence-Seeking Policies

“Small states” is the particular category of states in international
relations. Although small states vary in their economic potential,
soft and hard power, they face common challenges in the protection
of their national interests and security. The common challenges
stimulate smaller states to associate for the coordination of their
policies in the international organizations, for example, UN and
World Bank. In the twentieth century, small states appeared on the
map as a result of the world wars and the disintegration of empires.
In the twenty-first century, technological innovations, mainly, in
the information field, have contributed to the division within the
group of small states. Some countries with small territories and
populations (for example, Sweden, Finland, and Austria) have
consolidated their economic potential and soft power to such
an extent that they have become key players in their respective
regions. On the contrary, the institutions and economies of some
medium-sized countries have weakened to such an extent that they
behave like small states in the international arena. Ukraine belongs
to this group of countries.

Peter Baehr in “Small States: A Tool for Analysis™ (2011) argues,
that the criteria for the definition of small states changed since the
First World War. Today the size of territory and population is not
enough to classify a state as a small state. Put it differently, the
information revolution has led to the fact that a state with a small
territory and population is able to provide its security, well-being,
and play a sound role in international politics. The state capacity,
including effective governance, more than the size of territory and
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population, determines the belonging of a country to a small state.
Adapting to the changed understanding of “small state”, the criteria
for defining a small state have also changed. For example, David
Vital distinguishes between (a) small states with a population of less
than 15 million in the case of economically advanced countries and
(b) small states with a population of less than 30 million in the case of
underdeveloped countries (Vital, 1971). Robert Rothstein proposes to
focus on security dimension for the identification whether a country
belongs to the group of “small state”: “A state which recognizes that
it cannot obtain security primarily by use of it: own capabilities and
that it must rely fundamentally on the aid of other states, institutions,
processes or developments to do so” (Rothstein, 2014). Reflecting
the changes in the role and influence of small states, UN approach to
the definition of small state is now based on the number of population
(up to 10 million) with the consideration of the performance of
economy and state capacity (Thorhallsson, 2012).

The security of small states, especially, smaller weak states,
depends on the policies of great powers and relations with them.
Security risks for smaller states grow during periods of geopolitical
shifts, intensification of competition between great powers, and
armed conflict with the participation of great powers. Small weak
states, that are not in a military alliance with great powers and/or
under the umbrella of military-political alliances, such as NATO
are particularly vulnerable — great powers achieve their goals in and
via small states, but do not provide them with security guarantees.
The optimal security strategy for a small state is a military-political
alliance with great power. An alternative way lies through the
strengthening of the state capacity of a small weak state so that it can
provide its security independently.

Ukraine and Shifting Great Power Dynamics
For over a decade after its independence, Ukraine remained
relatively firmly anchored in the post-Soviet space, albeit not without
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certain ambiguities. Politically, the country was a founding member
of the Commonwealth of Independent States (CIS). Although it
never ratified the CIS charter, and can therefore not be considered
a member, Ukraine participated in CIS initiatives and statutory
bodies. However, it never joined the Collective Security Treaty
Organization (CSTO) and instead became a founding member of
the GUAM group of former Soviet republics (Georgia, Ukraine,
Azerbaijan, and Moldova). Economically, Ukraine joined the CIS
Free Trade Area upon its creation in 2011, but not the Eurasian
Economic Union (EAEU), citing its 2008 WTO membership as
incompatible with EAEU membership.

For about a decade after its independence, Ukraine showed
relatively little interest in closer relations with the West, nor did the
West appear keen on deepening links either. This began to change
gradually with the advent of the EU’s European Neighborhood Policy
in 2003. Following the Orange Revolution of 2004, then-president
Victor Yushchenko indicated a greater interest in closer ties with,
and eventual membership in, the EU and NATO. Ukraine joined the
Eastern Partnership of the EU in 2009 and started negotiations on an
Association Agreement (AA), including a Deep and Comprehensive
Free Trade Area (DCFTA).

These negotiations, after several EU demands on electoral,
judicial, and constitutional reforms in Ukraine had been met, seemed
to be headed for a successful conclusion with the envisage signing of
the AA at the Vilnius European Council Meeting in November 2013
(Council Conclusions on Ukraine).

In 2014, Ukraine withdrew from all CIS activities and bodies in
which it had cooperated until then. Russia suspended the application
to Ukraine of the CIS Free Trade Agreement in late 2015, while
Ukraine imposed trade restrictions on Russia in early 2016. The EU
and US have also imposed several rounds of sanctions on Russia
beginning in 2014 after the annexation of Crimea (EU Sanctions
Map, 2021; Ukraine and Russia Sanctions).



50 LEX PORTUS VOL7 ISS2 2021

From a geo-economic perspective, this resulted in a sharp and
absolute decline in Russian-Ukrainian trade. While Ukrainian trade
between 2013 and 2015 generally decreased with all of its top
trading partners, for Russia, this trend continued for another year,
and after a slight recovery between 2016 and 2018, trade fell again
in 2019 and stood at only 30% of the trade volume on 2011 (the
highest level following the 2008 financial crisis). By contrast, trade
with the EU saw a sharp drop as well between 2013 and 2015 but
steadily recovered by 2019 to 2011 levels (UN Comtrade Database,
2021). Trade between China and Ukraine also fell from its post-
2008 high in 2013 for three years until 2016, but has since steadily
recovered and as of 2019 exceeded Ukraine’s annual trade volume
with Russia, thus making China Ukraine’s main individual trading
partner, although still far behind combined trade with the EU (UN
Comtrade Database, 2021).

Thus, by the time the AA between Ukraine and the EU entered
into force in 2017, the competitive influence seeking in Ukraine
by Russia and the West had led to a fundamental deterioration of
relations between Russia and Ukraine and between Russia and the
West. Tensions between the sides reached levels unseen since the
Cold War, and extended beyond Ukraine, with Russia trying to
reassert its former great power status elsewhere, including in Syria
and Libya (Mearsheimer, 2014; Malyarenko & Wolff, 2018).

Consequently, the trend that began in 2013 has continued and
Ukraine’s position in the Western ‘orbit” has been consolidated.
Politically, Ukrainian public and elite opinions remain committed
to integration in Euro-Atlantic structures. According to opinion poll
conducted by Kyiv International Institute of Sociology in October
2020, 41% of respondents believe that Ukraine has to be a NATO
member state whereas 37,1% prefer its neutral status and other 13%
prefer Ukraine to be a part of military union with Russia (KIIS,
2020). Economically, trade with the EU dwarfs trade with Russia
and China: in 2019, EU-Ukraine trade was more than double that
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of Ukraine-Russia and Ukraine-China trade combined ($4.9bn
compared to $2.3bn) (UN Comtrade Database, 2021).

To Crash the Gate: China as Ukraine’s First Trade Partner

In 2013-2020 the significance of China as Ukraine’s economic
partner increased. In 2019, China was the main trade partner of
Ukraine with USD 12,79 billion of Ukraine’s foreign trade, followed
by Russia (USD 10,23 billion). In 2020, Ukraine’s trade with China
was USD 15,4 billion. During the last few years, Ukraine’s exports
to China increased rapidly (for example, the growth was about 63%
in 2019; and 100% in 2020) comparing to +1,2% of the growth of
Ukraine’s export to Poland and -11,2% to Russia in 2019 and -0,7%
to Poland and -16,9% to Russia in 2020 accordingly. In 2021, the
position of China as Ukraine’s first trade partner has consolidated
(UN Comtrade Database, 2021).

The breadth of China into Ukraine’s economic agenda is the result
of a number of processes, concluded in the shift in the balance of
geopolitical and geo-economic influence of great powers in Ukraine.

First, the victory of the Euromaidan revolution in 2014 has
weakened the position of Russia, and, simultaneously consolidated
the West’s influence. Both Russia and Ukraine have limited their
transit space for each other. The countries cut their linkages to
prevent the usage of them as an economic weapon. In addition,
Belarus (with its Russia- and China-friendly political regime)
replaced Ukraine in the land and air transit routes from China,
Central Asia and Russia to the EU. The start of Nordstream and
Turkstream contribute to the decline of the Russian natural gas
transit through the Ukrainian territory.

Thus, in the period 2014-2016, Ukraine’s export-import
operations with Russia decreased 35-40% annually. In the period
2017-2020, the trade decreased 10-12% annually (UN Comtrade
Database, 2021). However, the Ukrainian trade with the EU has the
limits. The import from the EU member states to Ukraine is limited
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by the low purchasing capacity of the local customers in Ukraine.
The Association Agreement with the EU in the part of free trade
zone with Ukraine contains direct protective measures towards the
Ukrainian exports to the EU, including quotas for agricultural goods.
Direct protective measures are supplemented by indirective barriers
against cheaper goods and services from Ukraine, established by
some EU member states, for example, Poland.

Second, in 2013 China started its BRI project aimed to link China
with the EU through the New Eurasian Land Bridge Economic
Corridor and facilitate “the establishment and strengthening
partnerships among the countries along the Belt and Road” (Belt
and Road Initiative, 2013). From the very beginning of its Belt and
Road Initiative project, China pays serious efforts to engage Ukraine
into the project’s network.

Today, the system of factors and actors that impacts the regional
security complex in the Eastern Partnership generally and Ukraine
particularly has transformed from a bipolar geopolitical competition
between the West and Russia to a more complex multipolarity model
where at least four great powers (the USA, the EU, Russia, and China)
are implementing their competitive influence seeking strategies
(Kemoklidze and Wolff, 2020). In 2014, the competition of great
powers triggered the Russian-Ukrainian undeclared war. Since then,
the low-intensity conflict in eastern Ukraine and tactics of managed
escalation-de-escalation, implemented by Russia towards Ukraine
determined the priority of security over economic development in
Ukrainian foreign and domestic policy. As a consequence, in the
area of economy, Ukraine has cemented a resource curse. Ukrainian
exports consist primarily of agricultural products (cereals, vegetable
oils, and animal fodder) and raw materials (ores, iron and steel, and
wood), both of which combined have made up around 90% of all
Ukrainian exports to China since 2013. Particularly noteworthy is that
the share in agricultural products has increased from less than 10% in
2010 to over 50% in 2019. In absolute terms, its value has been greater
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than that of raw material exports since 2016 and growth rates remain
significant. This has been facilitated by a Chinese investment of $75m
in the construction of the grain terminal and logistical network in
Mykolaiv which closes the production-logistical cycle of the supply of
grains to China, thereby minimizing the risks from domestic instability
and corruption in Ukraine (Kitajskij investor otkryl novyj zernovoj
terminal v Nikolaevskoj oblasti, 2016; UN Comtrade Database, 2021;
Malyarenko & Wolff, 2021). Once agricultural land can be privatized
in Ukraine from July 2021, additional investment from Chinese state-
owned and state-supported companies can be expected and is likely
to result in further growth of exports of agricultural products from
Ukraine to China). Another of China’s economic interests in Ukraine
concerns the energy sector. Here, China invested in solar power
production, a rapidly developing industry that is supported by the
Ukrainian state through tax privileges. Chinese investment of $250m
to date is still relatively modest but reflects risks for investments in
Ukraine, rather than lack of interest (Malyarenko & Wolff, 2021).
Additionally, certain Chinese investments fall in the context of
government-coordinated policies of the acquisition of high-tech
companies (Dudas & Rajnoha, 2020). At least some Ukrainian double-
purpose and military technologies are within the Chinese interest.

Since Russia’s economic ties with Ukraine weakened, China has
been gradually increasing its ambition to be the main economic and
geo-economic actor in the country. Ukraine’s trade with China partly
replaces the trade with Russia and Ukraine’s own production.

The current strategy of China in Ukraine can be better defined
as “geo-economic reconnaissance”, which is a preparatory stage in
strategic decision-making. Put it differently, China probes the socio-
economic and political environment in Ukraine in order to assess
the risks and opportunities for doing its business there. Similar to its
policy in other Third World countries (for example, in Georgia and
Moldova), China’s reconnaissance strategy in Ukraine pursues three
key objectives:
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— Promotion of the export of high-tech products, stimulating
China’s leadership in innovations;

— Access of Chinese companies to deficit resources in Third
World countries;

— Stable employment of workers in China (Gabuev, 2017,
Samokhvalov, 2018; Samorukov & Umarov, 2020).

At the tactical level, China employs a private-public partnership
and tied loans for business in a partner country. Chinese companies
compete for the most economically attractive and profitable projects.
As far as Western companies are also interested in the export of high-
tech products to the Ukrainian markets and the access to resources in
Ukraine, the competition between Chinese and Western companies
for access to resources and markets of high-tech products in Ukraine
facilitates deepening resource curse of the Ukrainian economy'.

Although China has not been directly involved in the geopolitical
competition between Russia and the West, seems, it managed to
benefit from its results. Trade with China is one of the important
factors allowing the Ukrainian economy to avoid collapse after
2014. However, China’s plans in Ukraine are more ambitious than
just a trade.

Ukraine and China’s BRI project

Undoubtedly, Ukraine 1is an attractive partner for the
implementation of China’s BRI project due to its location, free
trade zone with the European Union, and a comparatively large
local market. China officially proposed Ukraine to be a part of its
BRI project in 2013, in 2016, and 2020. China’s persistent efforts in
engaging Ukraine in its geo-economic orbit justify the seriousness
of its plans. However, in Ukraine, a decision for possible strategic
cooperation with China is always assessed through a geopolitical lens.
First, the enlargement of BRI on Ukraine impacts the relationships
within a traditional geopolitical triangle “Russia — Ukraine — the

' For example, a Huawei case in Ukraine.
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West”. But it also creates a new area of geopolitical competition
(between China and the USA) in Ukraine. China’s proposal to
join the New Eurasian Land Bridge together with Kazakhstan and
Russia put the Ukrainian government before the difficult choice.
On the one hand, Ukraine’s inclusion in the New Eurasian Land
Bridge can bring at least $1 billion to Ukrainian state budget
annually (Palivoda, 2019). On the other hand, Ukraine’s possible
participation in the New Eurasian Land Bridge where Russia and
China are partners can increase Ukraine’s dependence on Moscow.
As Nadege Rolland explains it: “China and Russia are certainly
looking together in the same direction with an equal yarning towards
Eurasia. Both powers perceive the Western presence in East Asia
for China, NATO and the European Union’s normative power for
Russia — as threatening to contain and ultimately undermine them”
(Rolland, 2019). Therefore, the EU with its diplomatic umbrella
is critically important for Ukraine’s cooperation with China in the
framework of BRI. As a reaction to BRI, the EU established the
EU-China Connectivity Platform aimed at the enhancement of
synergies between the EU’s approach to connectivity and the Belt
and Road Initiative. The budget of TEN-T (the EU’s sub-program,
targeted at Eastern Partnership, including Ukraine) is €12 billion. In
the framework of TEN-T, the EU’s investment in Ukraine will be for:
development of the border infrastructure between EU member states
and Ukraine; the reconstruction of Ukraine’s internal autobahns;
modernization of terminals in the airports in Kyiv, Lviv, and Odesa;
and modernization of the terminals in the Black Sea seaports (The
EU-China Connectivity Platform, 2015).

The relatively measured response from China reflects the
future potential for cooperation with Ukraine outside strategically
sensitive sectors. Already in October 2020, President Zelensky
in his interview for the “Senchua” newspaper, had proposed the
restoration of Ukraine’s strategic partnership with China (Interview
of the President of Ukraine to the Chinese news agency Xinhua).
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He proposed cooperation in the machine-building, transport, and
agriculture industries. In December 2020, the Cabinet of Ministers
of Ukraine approved a project for Cooperation Agreement between
China and Ukraine for the construction of infrastructure in Ukraine.
Apparently consisting of $1bn Chinese loan for the Kremenchug
bridge across the River Dnipro in central Ukraine and a new ring road
around Kyiv, the Agreement was immediately questioned as deeply
problematic because of the potential dependencies on China it creates
for Ukraine (Markarova, 2020). Ukraine’s relations with China thus
illustrate both the limits and opportunities small states face when
they are in the crosshairs of great powers. Ukraine has generally
managed to combine a pro-Western foreign policy orientation with
active economic cooperation with China. This approach has only
started to reach its limits in the face of an intensifying global rivalry
between China and the United States (and its European and Asian
allies) and in the context of Chinese involvement in the highly
sensitive military-industrial complex and high-tech sector.

Conclusions: Smart Leadership Strategy for Ukraine

Small states with strong institutions can take advantage of
the competition between great powers in order to increase the
competitiveness and resilience of their economies. For example,
during the Cold War, small states like Austria and Finland with their
strong democratic institutions and market economies were able to
cooperate economically well with the Soviet Union while remaining
firmly anchored in the West, even without membership in NATO or
the predecessors of the European Union. By contrast, small states
with weak institutions bear the economic consequences of the
geopolitical competition of great powers as they lack the domestic
foundations to formulate and implement sound strategies not only to
survive but also to strive in the context of great power competition.

Thus, the first task for smart leadership is the strengthening of
domestic institutions in Ukraine. In line with reforms advocated
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by the EU of Ukraine’s judicial and financial systems, among
others, smart leadership would more generally focus on improving
the business climate in the country, providing greater stability,
predictability, and transparency in its decision making.

This is also important in the sense that the role of the EU and
its diplomatic umbrella is critically important for Ukraine’s future
cooperation with China in the framework of BRI and beyond. The EU
New Eurasian Land Bridge economic corridor is one of them main
nodes connecting China to the EU market, but Ukraine’s potential
within it is far from fully realized. The EU-initiated EU-China
Connectivity Platform, which aims at the enhancement of synergies
between the EU’s approach to connectivity and the Belt and
Road Initiative, and the EU’s TEN-T program of infrastructure
development (including development of border infrastructure,
renewal of domestic road infrastructure, and modernization of airport
and seaport facilities) are two key elements that can further increase
Ukraine’s attractiveness to China while strengthening its continued
anchoring in the West.

Smart leadership, therefore, needs to fully implement
the commitment in the National Economic Strategy 2030 to
cooperate with the BRI only under the umbrella of the EU-China
Connectivity Platform. This is particularly important as it ensures
that Kyiv can rely on the EU’s conception of connectivity as
rules-based. It also creates a situation in which Brussels shares
with Kyiv the geopolitical and geo-economic risks of possible
participation in BRI.

Third, smart leadership needs to be able to distinguish between
cooperation with the BRI and ‘just trade’ with China. Within certain
parameters (i.e., with certain sensitive sectors being off limits) this
is an approach that has served Ukraine well so far: it has enabled
the country to respect the red lines of its Western partners, while
being able to make the most of the economic opportunities offered
by engagement with China.
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Finally, smart leadership needs to recognize that developing
Ukraine’s relations with China does not happen in isolation
from its relationship with Russia or independent of that between
Russia and China. Positive relations with China, in which both
sides explore mutual advantage and recognize their respective
limits, would also provide Ukraine with a stronger position
vis-a-vis Russia. It will not quickly or fundamentally alter the
dangerous dynamic of Ukrainian-Russian relations since late
2013, but a Chinese interest in a stable and dependable Ukrainian
trade partner may shape Russia’s calculus on how to use the
leverage it has in and over Ukraine. This, in turn, also increases
Ukraine’s opportunities to preserve a certain degree of foreign
policy autonomy from its Western partners when it comes to its
economic relationships with China.

Ultimately, smart leadership is about recognizing and navigating
the complex set of challenges and opportunities that China’s increased
presence and activities in the post-Soviet space have created for
countries like Ukraine.
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Mansapenxo T. Kumaiicoka iniyiamuea “Odun nosac, o0un winax” y cnip-
HoMy cXiOHOMY cyciocmei: éunadok Ykpainu. — Cmammas.

V 1iii cTarTi st CTBEP/KYIO, IO MMi/ICHIICHA TPHCTOPOHHS KOHKYPEHIIIS 3 BIUTUB —
Mix Pociero, Knrtaem i 3axomom B YkpaiHi i HaJ| HEI0 — CTBOPHIIA HOBUH MPOCTIpP IS
ABTOHOMHOTO NMPUHHATTS PIllIeHb 1 MOXKE NMOCHJINTH BIIACHWI BIUIMB YKpAiHHU, KON
CIIpaBa JJOXOAUTH JI0 CTPATETIYHUX TCONONITHYHHX 1 TeorpadiuHuX MUTaHb, CKOHO-
MIYHOTO BHOOpY Y 30BHIIIHIM momituii. Crupaiodnch Ha TEOPIr0 KOHKYPEHIUT s
BU3HAYEHHS KOHKYPEHTHOI ITOJITHKY TIParHEHHS JI0 BIUTMBY BEJIMKUX JIEPXKaB 1 cTpa-
TETIi MaJIUX JIepKaB, 51 POTIOHYIO CTPATETII0 “pO3YMHOTO JiiiepeTBa’” st YKpaiHy,
CIIPSIMOBaHy Ha yTPaBJIiHHA il cTaTycoM y TpUKYTHHKY Pocist — Kuraii — 3axin. Mai
JIepKaBH 3 CHIIbHUMH JIEMOKPAaTHIHIMH IHCTUTYTaMH MOXKYTh CKOPUCTATHCS KOHKY-
PCHIIIEI0 MDK BEJIMKAMH JICPXKaBaMH JUTS TT1IBUIICHHST KOHKYPEHTOCIIPOMOXKHOCTI Ta
CTIMKOCTI CBO€i €KOHOMIKHM. Y TIEpIIii YacTHHI CTaTTi OKPECIIOIOTHCS HAIlIOHATBHI
iHTepecu Ykpainu. Jlaii citiye po3mis reornoiTHYHOTO 1 Te0EKOHOMIYHOTO CepeIo-
BUIIA, B IKOMY YKpaiHa Jisia 0 HEAaBHBOTO Yacy, Nepe JOKIIHUM OCBITICHHIM
3MiH Y IIbOMY CEPEIOBHIIII, SIKi ITOB’s3aHi 31 30UIBIICHAM CKOHOMIYHUM 3HAUCHHSIM,
sike Kuraii HaOyB jutst Ykpainu. YV apyriit 4acTHHI CTaTTi pO3NIBIIAETHCS, SIK MOIIO
0 BUIISIIATH PO3YMHE KEPIBHULTBO, SIKOM YKpaiHa BUpBaiacsl 3 HUHIIIHBOT MOABIH-
HUH TIACTKH MO3UIIOHYBaHHS MajIol JIepKaBH y T'€OTOMITHIHOMY 3MaraHHi BEITUKHAX
JepkaB. B sIKOCTI 3aBaHb pO3yMHOTO KePIBHHIITBA Ha3BaHi: 3MIIJHCHHS BHYTPIIITHIX
JIEMOKpaTHIHHX IHCTUTYTIB B YKpaiHi, criBniparist 3 BRI iy erinoro [Tnardopmu B3a-
emogii mixx €C 1 Kuraem Ta BimMiaHICcTS criiBmpari 3 BRI 1 “cripaBeymiBoi Toprisimi”
3 Kuraem. Takox cTBEpIUKYEThCS, 10 PO3BUTOK BiTHOCHH Ykpainu 3 Kutaem ne Bin-
OyBa€eThCs 130THOBAHO BiJ 1i BiqHOCHH 3 Pociero abo He3aJIe:)KHO Bifl BITHOCHH MiK
Pocieto 1 Kuraem. [TozutueHi BiqHOCHHN 3 KHTaem, B IKMX OOH/IBI CTOPOHH 3aIliKaB-
JICHI y B3a€EMHII BUTO/Ti Ta BU3HAIOTH CBOT BI/IIIOBITHI OOMEIKCHHSI, TAKOXK 3a0e31edarh
VYkpaiHi cuTbHINTY NO3HILIO BigHOCHO Pocii.

Kniouogi crosa: inimiatusa “OnuH MOSIC, OJUH IIISAX, TEOSKOHOMIiKa, BEJTNKA
JieprkaBa, KOHKYPEHILis, JT1IepCTBO.

Manapenxo T. Kumaiickaa unuyuamuea “Ooun nosac, 00un nyme” 6 cnop-
HOM 60cmounoMm cocedcmee: cayuail Ykpaunol. — Cmamos.

B aT10ii cTathe s yTBEp)KAAIO, YTO YCHIIMBAIOIIASICS TPEXCTOPOHHSS KOH-
KypeHIMsl 3a BiusHHEe — Mexnay Poccueil, Kutaem u 3amagom B Ykpaune
W HaJ Hel — co3Jajia HOBOE IPOCTPAHCTBO JJISi aBTOHOMHOTO MPUHSTHS pelie-
HUM M MOXET YCHJIMTh COOCTBEHHOE BIMSHHE YKPAaWHBI, KOTZIA JIEJIO JOXOIUT
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JIO CTPaTernvecKuX reornoJUTHYECKUX U Treorpaduieckux BONPOCOB, SKOHOMH-
4eCKOro BbIOOpa BO BHEIIHEH monuTrke. Onupasich Ha TEOPHIO KOHKYPEHIIUH JUIst
OTpeJieNIeHUs] KOHKYPEHTHOM MOMUTUKU CTPEMIICHHUS K BIUSHUIO BEJIUKHX JEPXKaB
U CTpaTeruil MajibIX TOCYAAapCTB, S MpElaraio CTPATEerHio “pa3syMHOTO JHIep-
cTBa” A1 YKpauHBI, HAlPaBICHHYIO Ha YNpPaBJICHHUE €€ CTaTyCOM B TPEYroiib-
Huke Poccust — Kurait — 3anan. Maisle rocynapcTBa ¢ CHIIBHBIMU JIeMOKpaTHue-
CKUMHU MHCTUTYTaMU MOTYT BOCIIOJIb30BATHCSI KOHKYPEHIIUEH MeXly BETHUKUMHU
Jiep>)KaBaMy JUIsl TTOBBIIICHUSI KOHKYPEHTOCIIOCOOHOCTH M yCTOHYMBOCTH CBOEH
SKOHOMHUKHU. B mepBoil 4acTu cTaTbu OUEpUMBAIOTCS HAIMOHAIBHBIE MHTEPECHI
VYKkpauHsbl. 3aTeM clielyeT paCCMOTPEHHE TeONOTUTUYECKOI U T€09KOHOMUYECKOH
Cpe/ibl, B KOTOpO# YKpanHa JeicTBOBaa 10 HEJaBHETO BPEMEHH, TIepe MoApoo-
HBIM OCBEIL[CHHEM U3MEHEHUH B 3TOH cpefie, CBA3aHHBIX C BO3POCIINM SKOHOMU-
4eCcKUM 3HaueHueM, kortopoe Kuraii mprobpen anst Ykpaunsl. Bo Bropoii yactu
CTaThbM paccMaTpHBacTCs, Kak MOIIO Obl BBINISIETH Pa3syMHOE PYKOBOJCTBO,
ecnu OB YKpanHa BBIPBajlach U3 HBIHEMIHEH ABOIHON JIOBYIIKM MO3ULIMOHUPO-
BaHUsI MAJIOTO TOCY/IapCTBa B T€OMOIINTHYECKOM COPEBHOBAHUH BEIMKHX JIEPKAB.
B kauecTBe 3a7au pa3yMHOro pyKOBOJACTBA Ha3BaHbBI: YKPEIJICHHUE BHYTPEHHUX
JIEMOKpaTU4eCKUX MHCTUTYTOB B YkpauHe, corpyauuuectBo ¢ BRI mox srunoit
[Tnaropmer B3aumoneiictBust mexxay EC u Kuraem n paznnune cotpyaHuuecTsa
¢ BRI u “cnipaBeqnuBoii Toprosnu” ¢ Kuraem. Takxke yTBep:kaaercs, 4To pa3Bu-
THe OoTHOWEeHUH YkpauHsl ¢ Kutaem He MpOMCXOJUT U30IMPOBAHHO OT €€ OTHO-
meHuit ¢ Poccuell unm HezaBucuMo oT oTHomeHui Mexnay Poccueit u Kuraewm.
[TozuTuBHBIE OTHOIIEHUSI ¢ KuTaem, B KOTOPBIX 00€ CTOPOHBI 3aMHTEPECOBAHBI
BO B3aUMHOH BBITO/Ie U MIPU3HAIOT CBOU COOTBETCTBYIOIINE OIPAaHUUYCHHUS, TaKKe
obecrieuar YkpanHe Ooliee CHIIBHYIO TTO3HIIUIO 110 OTHOIIEHHIO K Poccnu.
Knrouesvie cnosa: vnuumatua “OAMH TOSIC, OJUH IMyTh , TEOIKOHOMHUKA,

BCJIMKad JI€pKaBa, KOHKYpCHIUA, JTUACPCTBO.



