FRISHBERG
«PARTNERS

ATTORNEYS AT LAW

“UKRAINE vs. RUSSIA:
THE ROAD TO THE WEST”




FRISHBERG
) &«PARTNERS

ATTORNEYS AT LAW

Alex Frishberg:

Ladies and gentlemen, I am delighted that you could join us today. Unlike our other round tables
with Professor Savchenko focusing on the usual topics of economy, corruption and the future of
Ukraine, this time we are presenting Professor Savchenko’s book, entitled “Ukraine vs. Russia:
the Road to the West.” It is a nutshell of his “local knowledge,” both official and unofficial,
and his recommendations for Ukraine. Professor Savchenko has extensively analyzed Ukraine’s

painful history, which allows him a unique ability to predict Ukraine’s direction in the future.

With this in mind, Professor Savchenko will now describe the contents of his book (portions of
which have been translated into English that can be viewed on our website at www.frishberg.com).
And so without further ado, I will pass the microphone to Professor Savchenko. As always, we will

have a discussion and Q&A session after the presentation.
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Professor Savchenko:

The idea to write this book came about when I was in America, at Harvard University, when
several teams from different countries where preparing their countries for the new world
economy. I, of course, represented Ukraine. The level of knowledge was extremely high — there
were Balcerowicz’s people from Poland and former Czech President Vaclav Klaus’s people and
separate teams from Russia representing Gaidar and Yavlinksy. There was hope that eventually
Ukraine would become a normal country and move forward just like our neighbors. In turned
out differently. After the breakup of the Soviet Union, which was, in my opinion, caused namely

by Ukraine’s exit from the Soviet zone at the time, almost all countries were positively affected.

If you look at Poland, the Czech Republic, Hungary, the Baltic Republics, then Ukraine in
comparison actually lost an awful lot. The fall of Ukraine’s GDP continued until the year 2000.
In other words, 10 years after the breakup of the Soviet Union, the drop in GDP still continued.
Later, there was insignificant economic growth and the first Maidan (orange) revolution when
there will still high hopes that Ukraine would become a normal European nation. Alas, nothing
happened and the level corruption remained the same. Ukraine did not break into the group of
developing nations which were approaching European standards. As you know, later Yanukovich

and his entire era, which was short, brief but corrupt on a global level (it even seemed at the time
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that it was the height of corruption), brought up the question of the direction of Ukraine’s future.

To the East, toward corruption, or the West, toward democracy?

The Ukrainian people made their choice...but the situation repeats again! Imagine, after the
aftermath of the Soviet Union’s fall failed, then the Orange Revolution failed, and finally the
second Maidan revolution failed. This motivated me to write my book and share my understanding

of what occurred in Ukraine and why.

Simple people ask the question: what do we do now? The deeper thinkers ask: why did this
occur? If you answer the second question, only then will you understand what should be done
next. [ believe that the result of a third Maidan revolution would be the same. And even more
cynical and powerful businessmen will come to power and become even more powerful than the

previous ones. They will squeeze all of the money and income from simple Ukrainians.

The research I have done since Ukraine’s creation has led me to two key points. First, Ukraine
originated from Kievan Rus. The key phenomenon that occurred is that Kievan Rus was created

by means of mixing Western legal and political systems and Eastern religious systems. In other

words, the Vikings brought to Ukraine their legal and political systems — the Russian legal
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code was not any different from the legal code in Sweden or Germany. However, while in the
West religion came from Rome, in Ukraine religion came from Constantinople (the Byzantium
religion). This was the first contradiction in Ukraine — Western legal and political systems and

Eastern religious, mental and cultural systems. This makes Ukraine unique.

The second moment, from which I feel that Ukraine’s unlucky streak arises from, is the lengthy
period of the fall of Kievan Rus. I believe that Kievan Rus was a powerful European government —
it was not an Empire, but it was quite large. It was actually destroyed by the Suzdal princedom, not
the Mongols. It was destroyed by small peripheral princedoms. Only then did the Golden Horde
(and this was a powerful Empire) over 300 years managed to destroy Kievan Rus. In the end,
Mongol-dominated Rus was created with its center in Moscow. Here, what’s most important is
not the history, but the result. Ukrainians became accustomed to fighting and became accustomed
to losing. This is why my book is entitled “Ukraine vs. Russia, the Road to the West” Ukrainians
always engaged in the fight but, as a rule, they always lost.

Anyone who knows Ukrainian history can identify with what I have written in my book. For
instance, Bohdan Khmelnytsky had victories, but behind his victories there was betrayal —
agreements with Moscow. A very new, but debatable topic, raised in my books is that Bohdan
Khmelnytsky also destroyed Ukrainian and Polish nobility and Jewish businessmen. This was his
policy. This lack of understanding that this civilization represents capitalism led to the situation
where we not only politically fell under Russia’s sphere of influence, but we also destroyed our

own economy. This was the beginning of our ruin.

Weexperienced thesamethingunder Mazepa’s
rule. Mazepa made a very interesting move,
but then again there was betrayal. This also
happened in our other revolutions. We almost
created our own nation, but we couldn’t hold
it together. This is described in my book. I
won’t go into all of the details, but I will give

you my conclusions.

Ukrainian history has not only created

Ukrainian heroes but also “Anti-Ukrainians”.

Anti-Ukrainians include the newly announced
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“Little Russians.” This is also an interesting phenomenon because “Little Russia” was predominantly
created by intelligentsia who gave up even before the battle. This was their means of survival.
The leading example for these “Little Russians” is Gogol — in order to survive Gogol switched to
Russian language. Another leading “Little Russian” was Michael Tereschenko. Tereschenko was
the Minister of Finance of the temporary government of Russia — a very wealthy individual and one
of the biggest Russian oligarchs. It is sufficient to say that he was the entrusted figure to save the

Russian Empire. He is Ukrainian — a “Little Russian”.

The most important thing is that we gave birth to a phenomenon that is called an “Anti-Ukrainian”.
In the most critical moments - in Ukraine’s history, “Anti-Ukrainians” would actually make the
key decisions. This is related to the elite and their associates. Therefore, I would like to say a
few words about “Anti-Ukrainians”. Based on lessons, histories and theories, I can make the
following recommendations. One part of my recommendations are historical recommendations —

what history teaches us. The second part are theoretical or academic recommendations.

Firstly, I will talk about historical recommendations, and I will start with the last one I wrote
about in my book. The time has come for us to identify 100 of the most dangerous “Anti-
Ukrainians” in different regions and spheres of activity. Ukrainians love to speak about the 100
leading academics, historians, writers, etc. We need to look at this differently. For instance, let’s
talk about the sphere I know most about — the banking sphere. It has turned out that this is the
most corrupt sphere of activity in which approximately 400 billion hryvnias have been stolen.
About 200 billion was stolen through the Privatbank fiasco, and the rest can be divided between
other banks. These monies were actually stolen when the exchange rate was 1 USD to 8 UAH,

not at today’s rate of 1 USD to 26 UAH. In reality, the amount may be much larger!

My suggestion is actually quite simple. The current banking experts say it can’t be done, but I believe
that it is possible. Take 100 of the largest unreturned loans and identify who granted and who accepted
such loans — both the general directors and owners. These loans range from 25 billion to 300 billion
hryvnias. This would be quite an interesting list of people. Unfortunately, it would be large, but

certainly less than 100 persons because in many cases individuals loaned money to themselves.

Further, criminal cases should be opened in relation to each unreturned loan. All cases should
lead to an actual trial without prior dismissal. If the law enforcement authorities are unable to
bring a case to actual trial, then it means they are in collusion with the offenders. Traditionally,

in Ukraine a portion of stolen money (10-20%) is allocated to individuals who help cover up the
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crime and do not allow these cases to be exposed (so-called “problem solvers”). Now the list may
reach 100 “Anti-Ukrainians”, even in the security area alone! If a case reaches trial, but the court

dismisses the case or refuses to consider the case, then we can add judges to this list.

This is not a theory; it is a practical advice. In reality, this can be achieved. In any other country
this approach would have been taken a long time ago. It is simply impossible that, for example,
in the USA 20 billion dollars were stolen and the thief was able to pay off various people (all
now openly driving around in fancy cars) to keep the justice system away. [ remember Madoff,
the person who was in charge of the American Securities and Exchange Commission, who stole
20 billion dollars. The FBI arrested him and he was handed a sentence for life within one month.
This was a pyramid scheme — he didn’t even steal from the government or poor Americans; he
was stealing from his own colleagues. Corruption exists everywhere, but if punishment is not

implemented, then the system is encouraging corruption.

In my book, I try to show that without punishment of the people who create and use the current
corruption system the crisis in Ukraine will never come to an end. My conclusion coincides
with the conclusion of the recent Nobel Prize winner for this deduction — crises are provoked by

thieves, conmen, rogue traders, etc. And without their punishment crises will never end.
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My suggestion may be controversial, but it is based on historical analysis. Another deduction

is that Ukraine will never become a wealthy, civilized culture until a bilingual system exists
in the country — Ukrainian and English. Why? Bilingualism is a very useful tool in civilized
countries. We, in Ukraine, would like to live in a Europeanized Ukraine. The EU also has a
bilingual system — local languages and English. Only English language provides immediate
access to academic and cultural studies, political analyses, etc. In Ukraine the majority of the
population still receives its academic, political and cultural analyses and information through
Russian language sources and, as a rule, through Russian “filters”. Books, including academic
textbooks, are firstly translated in Russia and a half year later they appear in Ukraine, having

gone through the Russian “filter”.

My conclusion is very simple — replace the Russian language with the English language. There
can be no other alternative. The elderly generation is unable to do this, so the younger generations
have this burden. It is difficult. Therefore, I propose spending 0.5% of GDP for anglicizing the
Ukrainian population. We should also understand that the Ukrainian language will never be
victorious over the Russian language, but the English language can prevail over Russian. In
essence, we need to be prepared to make English an official language — the language of business,

culture, education, science, etc.

© Frishberg & Partners, 2017



FRISHBERG
&«PARTNERS

ATTORNEYS AT LAW 9

There are many other historical conclusions in my book. Certain conclusions are very harsh. For
example, Ukraine cannot be a civilized, wealthy nation while the Russian Orthodox religious
“authority” is active on its territory. For fools, this is called the Ukrainian Orthodox Church,
but this is actually a Moscow run and funded organization. I will not get into the obvious issue
of the need to develop other churches (protestant, Catholic, etc.) in Ukraine. There needs to be
competition with the Ukrainian Orthodox Church. We cannot allow the existence on beneficial

conditions of, what is in essence, a political organization disguised as a religious organization.

Let’s move on to the academic deductions — the civilization issues, which are quite important.
Ukraine began the process of conversion from a Moscovite Orthodox civilization to a Western
civilization in 1991. I think that from 2013-2014 until now this process was completed. We now
feel ourselves a part of Western civilization. Now, we essentially have a hybrid war between
the Moscovite Orthodox civilization and the Western civilization. For the first time in history,
Ukraine has become the focal point of this war between these two civilizations. It is academically

proven that when breakups occur, wars (historical conflicts) occur.

If we look at Ukraine as a Western civilization, can you answer the question of whether Donetsk or

the Crimea are part of Western civilization? Even if Putin didn’t annex them? No. The mentality
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and maturity of the people in these regions supported Moscovite Orthodox civilization. The
people in these regions differentiate themselves from Ukrainians. If you look at the criteria of
civilizations, you firstly need to look at language, nationality, religion and culture — even folklore
and fairy tales. Take, for example, typical German fairy tales. They have Hans, who works all of
the time. Now, take Russian fairy tales — they have Ivan the Idiot, who sits on his oven and does
nothing, but wants everything to magically happen for him. These are elements of folklore of
civilizations. I do not analyze why these fairy tales have originated in such a way, but you can

see why conflicts occur when breakups occur.

Americans predicted 20 years ago that war was inevitable between Russia and Ukraine. In Russia,
war is an element of their culture. Why do wars begin? Wars begin with reasons and without
reasons between simple countries. There is no point in analyzing this — a woman, psychology,
commercial interests, etc. can be a sufficient reason for war. On the other hand, why do empires
begin wars? Empires want, and are obliged to, create law and order around its periphery. Empires
start wars against chaos on and around their borders. Putin believes that Russia is an empire and,
therefore, he believes that he is obligated to start wars in Moldova, Ukraine and even Syria to
keep law and order in these countries. If Russia was actually an empire, Putin would have gotten

away with everything he has been doing in these countries. Remember, however, what Barrack
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Obama always said: Russia is a regional power, not an empire. Obama repeated this over and
over again. Therefore, Russia has been unable to start these wars without any punishment. This is
how tough guys deal with each other. What was Obama’s mistake? Russia is really not an empire,
but it is an important entity. It is the key country of the Moscovite Orthodox civilization. What
does a civilization fight for? Civilizations fight for their values. For instance, America fights for

democracy and the freedom of speech.

Putin started this war with Ukraine (of course, he didn’t want to fight with the EU and US) as a
hybrid war, fighting for Russian values. The Moscovite Orthodox civilization is shrinking — its
language, religion, culture and economy. Prior to the war with Ukraine, the share of Russia’s
GDP on a global scale was 3%. After starting the war with Ukraine, the devaluation of the
ruble began and capital began exiting the country, and Russia experienced negative growth 3
consecutive years, and GDP decreased to 1.7% - almost 2 times. This tendency continues to this
day. I predict that by the year 2019 (an important year for Ukraine) the total share of Russia’s
GDP globally will only be 1.5%, whereas the US will have 23.5% and China will have 16%.

In my book I came to the conclusion that Russia will fall apart when its GDP comprises 1%
of global GDP. This occurred when the Soviet Union fell apart. In the best case scenario, the
Soviet Union reached 6.5% of global GDP. In 1992-1993 the Soviet Union’s global GDP share
dropped to 1%. This is an important psychological point when we come to values. Why does
Putin understand this and why does he go to war? Key Western values are democracy, freedom
of speech, free market economy, humanism, etc. If you
superimpose these values on Russia, would Russia
be able to survive? Let’s look at humanism. In order
to become the President of Russia, you need to kill
several thousand of your civilians without a care and
continue to do so over time. Even so, the people will
demand confirmation of your ability to continue in this
vein. When Yeltsin became the real authority in Russia,
he could be seen shooting the parliament building from
a tank. He, to Russians, was a “real man”. Putin also
began his reign with mass killings of Russian citizens.
Without this type of action, even a very capable Western

leader would not be able to govern Russia. This is not

Putin’s problem,; this is civilization’s problem.
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Another value is the freedom of speech — this is not imaginable in Russia. Democracy and
freedom in Russia? Russia is a completely totalitarian, governmental monopoly. These values
would be demolished quite quickly if they were introduced in Russia. I can make an analogy
of Western values and their relation to Putin. Can you imagine a vampire and sunrays?
Nevertheless, we cannot attribute all bad problems to Putin. He is the product of his system.
This is why I write that the enemy of Ukraine is not Putin or Catherine the Great or Stalin — it

is the entirety of Russia.

Are you familiar with Maslow’s hierarchy of needs? The basic needs at the bottom of his famous
pyramid were sex and food. Higher up was security, then culture, etc. In Russia, this hierarchy
is a bit different - after vodka and food, the need is to destroy Ukraine. It has always been this
way. This complex is inherent in all church, government and elite institutions because everything
they have was expropriated from Ukraine. Even now you can see Ukrainian culture in Russia —
the Ukrainians there are trying to show themselves as even bigger Russians than the Russians
themselves. This is almost on the level of genetics. Therefore, the only paths to Ukraine’s survival
are either the demolition of Russia or the placement of American military bases and weapons on
the territory of Ukraine. As soon as this is accomplished, the blood of an American soldier will
never be spilled on the territory of Ukraine from a Russian bullet. And, Russians will not demand

from Putin to attack Ukraine.

There is even a more paradoxical solution to the current situation. Russia would actually receive
the most use out of the placing of NATO or American forces in Ukraine. This propaganda would
need to be spread throughout the Russian people for it to work. This would mean maintenance
of the integrity of Russia and Ukraine and, perhaps, the end of this hybrid war. Russians are
not prepared to fight against Americans — not physically, intellectually or mentally. Maybe
Zhirinovsky can shout from the stage about this, but even mid-level analysts from Russia

would not speak about a conflict between Russia and America.

Lastly, I wrote a chapter in my book entitled “Utopia or Perfect Status of Ukraine”. Here I
argue that the ideal system for Ukraine is a presidential system where the President is the
arbitrator/mediator. The goal of a president in an ideal country is to create a market economy
in assets, finances and politics. Prohibitions of participation in any parties or businesses should
be implemented. In many countries, the presidents are not arbitrators and they actually compete

with their prime ministers (or suffocate them — as in France).
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I have also concluded that Ukrainians are
incapable of paying high taxes — 10% is the
maximum a Ukrainian will pay. I propose an ideal

plan that would bring about a radical decrease in

FR
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taxes and the participation of the government in

all economic spheres (except state security).

The expenses associated with foreign policies and
state security should be increased by 5 times. In all
other areas, the state’s expenses should be decreased
by, maybe, 10 times. The word “podatok™ (tax) in
Ukrainian means that a Ukrainian “submits” or
“gives” money to the local authorities in demand
for something in return. Ukrainians are prepared
to give a little. In Russia, the word “taxed” is
translated as “oblozheniye” — you are “being
imposed” or obliged to pay taxes. This shows how
much language is important in determining the

correct economic approach by the state.

Paradoxically, we have a current national system of “self-enrichment”. We need to earn money
and we should think about nothing else. When our middle class level will match the level in
Europe, only then we can formulate more developed national ideals. Any politician or leader,
who does not provide you with the opportunity to live a better life, at a higher standard, and to

make money, is a bad politician.

How can this all be brought to the attention of the governing authorities? We need to create a
state standard I refer to as “Maidan I1I”. We don’t need to physically go to the Maidan to protest;
we need to formulate what types of authorities we want to govern us. All state workers, from the
President and people’s deputies down to the local councils of self-governance, from the mayor of
Kyiv to the mayors of small villages, should voluntarily sign a code of ethics. This essence is that
when you take a position in the state, you must electronically declare your income and principal
assets and when you exit such position you should not have become significantly richer. You can
earn and save income from your salary. I believe that salaries should be of a reasonable level (I

even include a formula in my book).
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Using the position of a certain mayor as an example, this person had 10 companies, 5 trademarks
(trademarks facilitate the extraction of money abroad), deposit accounts with decent interest
rates, real estate that can be leased out to tenants. I believe that all of this income he obtained
through the position of mayor should be transferred to the state budget at the relevant levels. For
example, if you are the mayor of Kyiv, then this income should go to the Kyiv budget. If you are
the President of Ukraine, then this income should go to the national budget. If you are a deputy,
the income should go to the regional budget, etc. This may seem like a paradox, but there is no

other resolution.

We can keep creating Maidan revolutions, but this will only attract even more cynical businessmen.
This is because the real authorities in Ukraine are the most profitable companies because they
can generate “super income”. But when this power can also lose income, then the strongest and
most intelligent businessmen will not be attracted to taking power positions in the government.
Instead, like in Germany, we will see teachers, lawyers, analysts, economists, etc. come into
positions of power in the government. These people will agree to work for reasonable salaries

and the potential to increase such salaries as a result of their good work.

Alex Frishberg:
Thank you, Professor Savchenko, for your well-reasoned arguments and valuable insights. We
now come to the question and answer session, which is always interesting. Please feel free to ask

any question that you may have, regardless of their degree of sensitivity.
Q&A:
Ambassador Busson (South Africa):

May I just comment on your printed articles — I found the translations very interesting. On
corruption, I remember years ago the Bank of International Settlements made a very profound
statement on corruption. First of all, crime does not pay and, therefore, the punishment must
be greater than what was gained from the crime of corruption. Secondly, is the culture of anti-
corruption, whether it is organized or state corruption, people must know that their culture does
not accept corruption. This is very important in any anti-corruption drive — a culture must stand
strong against any corruption, not only in terms of laws but in terms of what is ethical and/or

acceptable (not everything is written in law).

© Frishberg & Partners, 2017




FRISHBERG
«PARTNERS

ATTORNEYS AT LAW 15

As to the question of languages, I come from a country with eleven languages. I grew up with

a very particular language, and when I grew up people said that English was not needed. This
may be the case in Russia, where they say they don’t need any other languages. I remember,
however, that my father was a businessman and he always insisted that I study English. I always
asked: why should I study English? He always answered, first of all, that it is the international
language of academics — whatever you study, you will always encounter English. Secondly,
English is the language of international trade. This is the language in which you communicate
on a global level. Today in South Africa, although we have eleven unofficial languages, I think

English is first amongst equals.

You may speak different languages in your regions, even within organizations you revert
back to your own language when you speak with your friends; however, the official language,
unofficially, is English. I can see the benefits of this — it is, so to speak, the lingua franca. I think
it 1s very important when we speak about the academic world; I remember that in university
everything was in English. In fact, the professors were forced to teach in English. I am not saying
that Russian or Ukrainian is not that important, but if you really want to have an international

mindset, you must study English (I am speaking from experience).
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Alex Frishberg:

Mr. Ambassador, may I ask you a question? You have been here long enough to know most
everything in Kyiv. What recommendations would you offer in addition to those proposed by
Professor Savchenko? What would be your assessment as to where Ukraine should be now and

what it should do to get there?
Ambassador Busson:

I am often faced with this question, because I come from a country that was in transition from
Apartheid to inter-democracy and so on. First of all, any reforms must come from the bottom up.
The reforms must be bought into by the people at the bottom. It is quite a process. I just came
from Maidan; in fact, I walk almost every evening through Maidan and read the slogans, etc. |
think that the strategy of Maidan did not evolve into a “Maidan to end all Maidans”. The vested
interests regrouped very quickly. The war started in the east and many people from Maidan

moved to the east. But, I think that the structure basically went unaltered.
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I receive a lot of questions regarding a Constitution and its form. In South Africa, we made a
deliberate choice to start from scratch. We wrote a new Constitution that took three years to
negotiate — there were many hours spent, many breakups, many logjams, but we had good leaders
pushing us through the process and we had a very good legal system. Secondly, I think people
wanted to see change. They wanted to see the values that we all aspire for in a Constitution.
What I find interesting is that the government changes the Ukrainian Constitution in places here
and there. This is a serious matter. Look at the US Constitution — it hasn’t changed that much
over how many years? The Constitution is what we aspire to in the future for our country. It
must contain values that people aspire to, democracy, human rights, rule of law, separation of
powers, etc. This must be in the preamble — you must create institutions to support democracy.
In South Africa we have created an institution called the Chapter 9 Institution — this is a public
protector with the same status as a court of law. We have a human rights commission, social
rights commission, cultural rights commission, etc. If your rights have been infringed, then these
commissions work. We have realized that we need to create great support mechanisms for the

Constitutions to survive in the long term.
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Alex Frishberg:

Thank you, Ambassador Busson, for sharing with us what your country went through
during its time of transition. Can anyone else share their views and experience in times of

transition?

Counselor Kieu Ha Lien (Embassy of the Socialist Republic of Vietnam in Ukraine):

I arrived to Ukraine no so long ago. The book looks quite fascinating, especially coming from
a gentleman of your background. So, I have a question: once the “Anti-Ukrainians” have been
identified, will there be any place for Ukrainians?

Professor Savchenko:

Yes, the people who created the Maidan revolutions are real Ukrainians, but the percentage of

such “real” Ukrainians is quite low. We should fight for the middle class. I am an economist by

both education and spirit. I don’t believe that very poor people can be useful in contributing to
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resolution of the problem here. This is why my strategy of how to develop Ukraine is to firstly

become wealthy. The national idea may be to make money — ask for bigger salaries, etc.

For the last year, the GDP per capita (this is a key figure) was just 2,000 USD. It is a bit more now
because of inflation, devaluation, etc. At that time the goal was 2,220 USD, but the global average
was 10,000 USD GDP per capita. Russia has 9,000, Belarus has 6,000, Poland has 12,000... This
is the problem. Ukraine cannot be successful with such a low GDP per capita. In order for Ukraine
to become wealthy, there has to be a decrease in taxes and the number of civil servants (with only

an increase in the civil servants within the Ministry of Foreign Affairs, Culture and Defense).

It is actually simple — values and institutions are the problem. We do not have a so-called “deep
state” — our institutions do not have memories and sufficiently trained experts. What’s worse is
that each year the institutions do not improve and there is no progress. There are approximately
20 recommendations in my book, 10 of which are very simple and primitive, which would
increase our standard of living and our development rate from 1-2% to 5-6%. Admittedly, this
is not enough for Ukraine — at these rates it will take 20 years to be included into the poorest

countries in Europe. This is why we need to implement much more complex reforms, some of
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which are appreciated by most people and some of which are not. If these complex reforms can
be implemented, then our economic growth would be more than 10% and we could meet the

requirements of a normal European country.

Yarolsav Voitko:

Your simplest recommendation is that there must be the political will do implement your reforms.

Will this political will be there? I don’t see it right now.

Professor Savchenko:

The political will right now entails how all levels of politicians can make themselves richer.
Of course, there are some exceptions. This is why I focus on putting people into power who do
not have business interests. If a politician has business interests, then he/she should be ready to
pay 100 million from their 1 billion income into the budget. Then you would appreciate such
businessman’s dedication to politics. Businessmen should not become politicians to use their

positions to become 2 or 3 times richer in the short term.

Vi ATTQR\
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Yaroslav Voitko:

You are a former civil employee, as am [ with 21 years of experience. When I entered my civil
service, I signed the oath of a civil servant, promising not to be involved in business but to get
involved in cultural or benevolent spheres. However, the people in government right now will
never fulfill these obligations. How do you see people coming from outside of the system getting
into the current system? Even honest businessmen who do not strive to become richer, but would

like to do something good for their country? How do we get these people into the government?
Professor Savchenko:

This 1s precisely why I would like to introduce the “Maidan III” standard and implement my
recommendation that we need to invite intense participation of our foreign colleagues in the
nomination of people for key positions in the ministries. We cannot achieve this without foreign
assistance. [ have even criticized the United States in my book — they have the best soldiers who

always win, but we need to check how they create foreign states after victories (Iraq, Libya,

Syria, etc.). They have made some grievous mistakes. The following year they try to organize
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“free elections”, but they put the same kind of people in the same positions in all countries. If

you will do something good for the country, you should take full responsibility for the country

over 5-10 years (nominate key ministers, administrators, national bank head, general prosecutor,

etc.). After this period, the country can organize authentic free elections.

Yaroslav Voitko:

We have had an experience with foreign ministers, Ms. N. Jaresko...

Professor Savchenko:

I need to interrupt you here — our government nominated Ms. Jaresko. This is not my

recommendation. The US or EU experts should find appropriate Ukrainians to put into government

positions. Our government nominated Ms. Jaresko and she did not have any qualifications in

public finance at all. She was a very good project manager, but she did not know macroeconomics.

She is certainly clever and honest, but she is not an expert.

We had the same situation with Mr. Abromavicus; he used to be a very small trader without

any knowledge of macroeconomics. They put him in the position of Minister of Economy,

but his deputy used to take all decisions and Mr. Abromavicus was just a front. This is the
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same situation with Ms. Jaresko and other
foreign nominees. One of the mistakes of
foreign international institutions is the
belief that local experts are not sufficiently
educated. This is not the case — they are
very well educated and pragmatic — they

used the West; not the other way around.

Yuri Alatortsev, Titan Machinery:

My name is Yuriy — I am not an
Ambassador and I don’t have 20 years
of experience in the pubic sector. I am a
farmer, a businessman. I basically agree

with what you have said. [ even remember
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the question when foreign businessmen first came to Ukraine: what is the secret of this
country and what do you envisage to make Ukraine better? The answer was to make English
the second state language — don’t do anything else. I agree with your approach to this issue,

as English is very important.

I am a farmer, but I also understand that there are geopolitical and other factors important in Ukraine.
So, what is Ukraine? Is it a super power? Is it a space power? Is it a big coal, mining and metallurgical
power? Or is Ukraine a big farm country? It is a big farm country, of course, but if you open the
official website of the state of Iowa, which has some of the richest soil and climate in the US, the
governor of lowa will say that the value of our land is in the millions and millions of dollars it brings
to the economy and prosperity of the state of lowa. With 32.5 or 33 million hectares of Ukrainian
good soil today, we could play the card of Catherine the Great, who invited Germans to help till
and develop the land. We have knowledge of what was done and what could be done in the future
to develop Ukrainian lands. Only foreign direct investment would be the key to success (of course,
given that the rule of law is in place). Hungary had special people in place to protect foreign direct

investment because they understood that foreign investment is like rain in the desert.

In my opinion, agriculture is the key to Ukraine. If only we could invite foreigners from

Germany, England, Switzerland, the US, Canada, who can no longer get land in their countries,
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to Ukraine and work with them and their cash flow to boost the Ukrainian economy. My final
comment is about Poland — their exports are five times larger than Ukraine in terms of dollars.
We say that Ukraine has exported millions of tons of grain, destroying the infrastructure and
the highways. Poland does not do this. Poland grows the niche crops and vegetables from
greenhouses and they have five times more exports than Ukraine. Exports are hard currency
cash! I would do a combination of two things: (i) foreign direct investment (put all of Ukraine’s
agro potential into play if the political will is there, do something with the land (privatize it in

a practical way), and (i1) build the middle class.

Professor Savchenko:

I agree with all of your points, but I have some preconditions for direct foreign investment and
specialists in this field. For some years [ worked in the European Bank for Reconstruction and
Development and organized investment in Ukraine in the amount of 1 billion dollars. I have also
worked in Romania, Georgia and Armenia in this field. However, direct foreign investment only
comes after local investment. You will never find a country where only foreigners invest without

the presence of local investment.

Firstly, local investors should invest even in the banking sector, i.e., make deposits in banks. Right

now in Ukraine there are 100 billion US dollars in the pockets of Ukrainians. The National Bank,
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together with the government, introduced the rule that it is not permissible for banks to lend in
dollars. At the same time, banks pay less and less interest on deposits. The state cries for loans from
international financial organizations, and these organizations make the grave mistake of lending to
the National Bank of Ukraine rather than to businesses. I have written to the head of the National
Bank of Ukraine on a few occasions with the question: why can’t a Ukrainian importer borrow
money in dollars? There are a lot of stupid small thinkers who block foreign investors. As you
may know, for over two years foreign investors couldn’t pay dividends abroad. This completely

destroyed the image of Ukraine.

In relation to land, you are absolutely right. One of my academic conclusions is to inject into the
Ukrainian economy land and real estate capital. This means that farmers, landowners and real
estate owners should be able to receive loans against their property. This is too difficult right now
in Ukraine. An economist from Peru explained the situation: why are Ukrainians poor? Because

they can’t capitalize on what they have.
Alexander Gavrylyuk, journalist:

The general concept of your book
and some of your ideas are very
interesting. Have you thought about
the method of implementing your
ideas? I think it is very difficult to
implement these ideas in Ukraine.
Maybe you have thought about
collaborating with a political party
in order to implement your ideas
through legislation, through legal

mechanisms?

Professor Savchenko:

I understand your question. I believe that 20-25 members of the Parliament have already
considered the key ideas of my book. I definitely know that it has been reviewed in the President’s
administration. With regard to political affiliation, I have spoken with some parties and they have

asked me to consider organization of seminars around Kyiv. This is really not my book; it is the
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ideas of the ordinary Ukrainian person. My contribution is to put the key ideas onto paper in
a concise and compact manner for general readers. I don’t believe this book will be studied by
thousands of people, but I believe in the conclusions set forth therein. I don’t understand marketing
very well, but I know that if an idea holds truth, it will be circulated amongst the people. For me

it is extremely important that the book will be published abroad through a reputable publisher.
De P E RS 2
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Alex Frishberg:

Ladies and gentlemen, thank you for joining us today. I hope you have enjoyed Professor
Savchenko’s presentation. And if you wish to have a signed copy of his book, please feel free to
pick up a copy and ask Professor Savchenko for his autograph. Thank you once again, and we

hope to see you at our future events!
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Excerpts from ““UKRAINE vs. RUSSIA: THE ROAD TO THE WEST””
Professor Oleksandr Savchenko

I. Why the Soviet Union Fell and Ukraine Was Born

The Soviet Union was created in 1922 and was, in essence, a radical modification of the Russian

Empire. This was the same Russian Empire that was rebuilt on the bedrock of Marxism-Leninism.

The Russian Empire is quite a unique social and historical phenomenon. I will lay out an
historical background to only the principal facets of this singularity. The history of Russian
begins with the Moscovy Tsardom, which was born on the territory of the Vladimir-Suzdal
and Moscovy Principalities — the colonial fringes of the great state of Kievan Rus’. After the
destruction of Kyiv by the Mongol Hordes in 1240 and the decline of Kievan Rus’, the Mongols
created the post of the Great Prince of Rus’ and, ultimately in the beginning of the 14" century,

this title was transferred to Moscow as the de facto center of Mongolian Rus’.

It is erroneous to reckon that the Moscovy Tsardom became an empire after the siege of Kazan
in the 16™ century: this was simply the return of Moscovites (Russians) to their origins. Russian

could not be, cannot be and will not be an empire without Ukraine.

The victory of Russia in the 17" century over Ukraine at that time was, unfortunately, naturally-
determined. One needs to agree here with the renowned French sociologist Gustave Le Bon,
who posited “When nations have reached the pinnacle of civilization, they were forced to
yield to the barbarians, who were significantly less rational, but had prominent character traits
and belligerence which overly sophisticated civilizations always sought to eliminate.” Such
processes were dominant in Europe in the first and second millennia. Nations that developed
strong armies and were capable of and wished to wage war were always subordinate to more
civilized but peaceful nations. In this way, the successor to the empire of Genghis Khan, the
Russian Empire, seized Ukraine in the 17" century and began to build a separate Moscow-

dominated orthodox world with the following principal features:

* strict centralization;

* obedience of the population;
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* expansion, and the skill and will to wage war and conquer;
* envy and hatred toward other countries, especially toward neighboring countries;

¢ inclination toward poverty and degradation.

The foremost and fundamental contradiction of the USSR was the composition of the republics
and the method of their unification. In the USSR, all people were forcibly mixed together:

Estonians and Tadzhiks, Ukrainians and Kalmyks...

The economic model — the planned economy — was so inefficient that it ceased to generate
economic growth and sufficient income into the state budget for the existence of a country due to
the fall in the prices of oil and gas. At the end of the 1980s even the leaders of the Communist Party
understood that the socialist economy is not only losing to the market economy, but it couldn’t
even feed the proletariat, to say nothing of the multiple regimes of the satellite states. Therefore,
the Communist leaders decided to introduce elements of a market economy (cooperatives,
exchanges, and even small private banks). Even further, over a few years the market economy
“created” a great stratum of primarily young people independent not only of the Communist
Party, but even of the state. Most importantly, the new economy demanded more and more
advancement of democracy. However, democracy was not compatible with the construction of the
USSR and the monopoly of the Communist Party on power, violence and socialism. Democracy
provided the nationalist and patriotic forces with the possibility to assemble and commence the
struggle for independence; and, over time, to withdraw as republics from the USSR. Of course,
not all of the republics were ready for autonomy. Estonia, Latvia, Lithuania and Georgia moved
the most aggressively toward independence. Ukraine followed approximately one year after their

withdrawal; thereafter, Moldova left. The remaining republics simply waited for the endgame.
The motivation to fight for independence began in Ukraine in 1998.

It is important to note that in Russia the fight for the market took place as an alternative to
famine and poverty, while the fight for the power took place between the younger generation
of the party elite against the conservatives. The new authorities also fought for the market and

power in Ukraine; however, they fought in the first place for freedom and state independence.

The proverbial straw that broke the USSR’s back was the referendum for the independence of
Ukraine, which took place on December 1, 1991 together with the election of the first President
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of Ukraine. Over 90% of the participants in the election voted in favor of independence, while
the turnout was 84%! Even in the Crimea, where majority was made up of Russians, 54% voted
for Ukrainian independence. After the referendum for Ukrainian independence the new Yeltsin

elite understood — the Soviet Union no longer exists!

The USSR, as an empire without Ukraine, was transformed into a regional state. The Ukrainians
achieved this result — not the USA, not Europe and not China. Ukrainians themselves ruined
the Empire of Evil and made this world a better place. This was their answer to Russia for the
destruction Kievan Rus’ and the seizure and oppression of Ukraine. Ukrainians themselves still
do not understand the significance of this victory: maybe this victory will compensate all of

their defeats from the past!
II. Victories and Treason: From Revolution to Counterrevolution

What haven’t the nationalist and patriotic forces (and I consider myself to be one of them)
been able to do since independence? Why hasn’t Ukraine become a member of the European
Union? Why did Ukraine end up the poorest country in Europe at such a breakneck speed? In
my opinion, the main problem with the Ukrainian nationalist/patriotic forces was the weak
will toward power: we loved Ukraine, freedom and democracy more than the power that would
have guaranteed their preservation. Romanticism held dominion over rationalism within the

Ukrainian nationalist/patriotic forces, and the word ruled over action!

Interestingly, this was understood by the old Communist elite, “red directors” and bankers. They
themselves seized the real power in the country. And, it was these same people that made their
first and second million and, in time, tens of millions of dollars in state factories and banks.
Later, they converted their earned millions into high-level state positions. Over time a third
powerful entity joined them: racketeers and conmen who all too easily became oligarchs. These
latter parties began to control the mainstream media outlets and, eventually, all of Ukraine. It
is simpler to understand this using the example of the evolution of the views and actions of the

first President of Ukraine, Leonid Kravchuk.

The first President of Ukraine did not have the will to battle and victory, but he already didn’t
have the will to betrayal. Civilized, democratic elections and the peaceful transfer of power to

a new president astounded the West. Such was Leonid Kravchuk’s victory.
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Leonid Kuchma was an active reformer right from the start, but over time his relatives and
associates became billionaires and they began to dictate the agenda of the President of Ukraine. In
the beginning of the 2000s new powerful influences on them (the oligarchs) appeared in Ukraine:
the Russian Federal Security Service (the KGB). When Boris Yeltsin’s position weakened in
Russia, the power structures there strengthened. I believe that these power structures, and not

Boris Yeltsin, brought Vladimir Putin to power in the year 2000.

Of course, these power structures needed their own president in Ukraine. The strong Ukrainian
director/president, Leonid Kuchma, did not accommodate them. As a consequence, they
decided, at a minimum, to weaken his position and, with maximum effort, to substitute him
with their own Viktor Yanukovich, who was Prime Minister of Ukraine at the time. Just like
in Russia. This is precisely why the infamous “Cassette Scandal” arose, which, indeed, greatly
weakened the Ukrainian president, but unexpectedly and greatly strengthened the chances of
Viktor Yuschenko as a potential candidate for the position of the President of Ukraine. During
the last days of the government of the weak Leonid Kuchma, his administration was dominated
by Russian secret agents. Nevertheless, he reached the end of his term and he was already
prepared to transfer power on November 21, 2004, according to the Kremlin’s scenario, to

Viktor Yanukovich as a result of falsified elections. However, Ukrainians decided otherwise.

The first Maidan revolution began. Passionate layers of Ukrainian society along with small and
mid-size businesses, who financed the Maidan revolution, decided to ruin the Kremlin’s plan
to make its very own Viktor Yanukovich the President of Ukraine. This was not the first time
for Ukraine when nationalist and patriotic forces together with Ukrainian millionaires fought
against a pro-Russian puppet and oligarch-millionaires for a transparent market and membership
in the European Union. The Orange Revolution was victorious thanks to the support of Europe.

Viktor Yuschenko won the elections with a result of 52% against Viktor Yanukovich’s 44%.

This happened because the first Maidan revolution did not change the system of power.
Moreover, it did not even put forth such task. The purpose was to install their own Ukrainian
politicians (close friends) into an already active political framework, which was (and still is)
flawed and inefficient. Firstly, the Ukrainian political system, in contrast with Western political
systems, does not have three branches of power, legislative, executive and judicial, it has five
branches, including the corruption branch (influence of oligarchs and “overseers”) and the
external branch (influence of Russia until 2014 and now, in addition to Russia, the USA, EU

and IMF). Secondly, the executive branch is comprised of structures of the President and Prime
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Minister, which are always in conflict with one another regardless of whether a Presidential-
Parliamentary or Parliamentary-Presidential version of the Constitution is in effect. This leads
to a rhetorical question: did the Orange Revolution have at least a chance to succeed? The
answer is quite obvious: No. The crux of the matter does not even lie within Viktor Yuschenko,

who quickly became a hostage of the strong oligarchical corrupt system of power in Ukraine.

I confirm: none of the political and state functionaries at that time even put forth the question of

a change of the completely corrupt system of power — they orchestrated such system.

After the second Maidan revolution, having known all of the players who found themselves in
power, | already did not have hope for the radical modernization of the country. I tried to at least
provide advice on how to halt the collapse of the economy and the income and foreign currency
of Ukrainians. For example, on the first day of the escape of Viktor Yanukovich from Ukraine,
I adamantly demanded a meeting with Oleksandr Turchynov and Arseniy Yatsenyuk in order
to avoid the outflow, in my calculation, of 5 billion dollars from the country via various bank
accounts. Viktor Yanukovich and his entourage had already siphoned off a horde of cash (2-3
billion dollars, in my estimate), but I believed at the time and still believe that there was cash
on various bank accounts that could have been saved! Unsurprisingly, their telephones went
unanswered, time passed, and these parliamentary deputy acquaintances of mine either couldn’t
or didn’t wish to organize a meeting. So, what was my proposal? To suspend the banking system
for a few days and, as a consequence, all transfers could have been stopped and the money could
have been returned. I repeat, we are talking about 5 billion dollars! Alas, incompetence and
corruption seized the day; dollars were funneled out and the hryvnia collapsed. There’s a price

for everything!

II1. Ukraine and the Struggle (War) for Civilization

It is possible that the victory of the new, pro-Western, progressive forces on the home front is
still not a guarantee of the success of Ukraine. History teaches and both the first and second
(Revolution of Dignity) Maidan revolutions especially show that Russia, as the citadel of the
“Russian World” or Moscovy Orthodox civilization, always supports reactionary forces and
counterrevolution in Ukraine. And, if this is not enough, Russia always instigates war. The
Revolution of Dignity for the first time in world history brought Ukraine into the main arena in
the fight for civilization (for now in the form of a hybrid war from the side of Russia). I will set

forth my view of this process.
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We all need to understand the logic of the actions and motives of an empire. This was best
described by the German political scientist Herfried Miinkler: “Empires are not only great
states; empires expand under their own laws. Empires are connected by the order which they
create jointly with other countries; and this is why they cannot independently change such
order. Empires, however, believe themselves to be the creators and guarantors of order which
depends exclusively on them. This order is created by them as protection from chaos in which
they constantly see a threat; and, they are obliged to protect this order.” This is precisely why
Russia believes and, most importantly, Russians themselves widely believe that it/they don’t
only have the right but the obligation to wage wars in Moldova, Georgia, Ukraine and even
Syria for the defense of democracy and order in these countries. Without Russia there would
be chaos and anarchy... There is only one problem: does the Russian Empire even exist now?
If yes, then it has the right to take such actions and, if no, then other countries will consider

Russia’s actions as inappropriate. Even more so: Russia should be punished for such actions.

Russia is not an empire, but it is a key country in an even mightier global structure: civilization.
The point is that key countries in civilizations may wage wars on the basis of the same reasons as
normal countries or empires, but the main reason for wars in civilizations is assets. Civilizations
compete and wage wars namely for their values and assets — and Russia is not an exception.

Therefore, by slightly revising Huntington and other Western thinkers, I would like to highlight
a separate Moscovy Orthodox Civilization with its center in Russia, which differs from Western
Christianity through its Byzantine roots, 300-year Tartar-Mongol Yoke, bureaucratic despotism,
and limited influence on it of the Renaissance, Reformation and Enlightenment. Interestingly,

these same historical movements even separate Ukraine from Russia.

Civilizational choice is a vital factor in the foreign and national policies of great countries,
especially Russia, the United States and China, which are key countries in their respective
civilizations. As I have already remarked, in modern history at first wars were waged between
kings and later between countries and empires. In the 21st centuries wars are being waged
between civilizations for their values. In essence, the President of Russia himself is a slave
or hostage of the Moscovy Orthodox Civilization (just like Trump and Merkel are slaves or
hostages of Western Civilization) — and this is why he has the right and obligation to protect his
civilization from external and internal threats. I don’t believe this is so, but neither my opinions
nor my indignations have any significance for Ukrainians and all Europeans alike. The logic
of the actions of the leaders of key countries of civilizations holds much stronger significance
than the opinions of people from other civilizations. Russia and Vladimir Putin see namely in

Ukraine a threat to the Moscovy Orthodox Civilization. Therefore, there is war.

© Frishberg & Partners, 2017




FRISHBERG
«PARTNERS

ATTORNEYS AT LAW 33

Where the state border is not in harmony with ethnic, religious and language borders is where
the breaking point between civilizations arises. Wars and conflicts arise around these breaking
points. In contrast to Lviv, Kyiv and Odessa, one could hardly associate the Donbass and the
Crimea in their current state with Western Civilization. Even without Russian interference
(and this is difficult to imagine) these regions would need decades, billions in investment and
aggressive cultural policies of westernization and “Ukrainization” for their delicate integration

into the Ukrainian cultural domain, to say nothing of Western civilization.

This is how Ukraine came to find itself on ground zero in the struggle between Western and the

Moscovy Orthodox civilizations.

In Russia, the only successful leaders are those who are capable of the mass murder of their
own citizens (what kind of humanism there!). The citizens of that country probably know
this and, moreover, they demand their leader to employ this capability from time to time.
We are not only speaking about Ivan the Terrible, Lenin or Stalin, but also about Yeltsin,
who fired upon the Russian Parliament from tanks, and, naturally, Putin, who has “rubbed
out” and is ready to further “rub out” all, even “in the outhouse”... Democracy, humanism
and freedom are not only incompatible in Russia, but in the entire Moscovy Orthodox
Civilization. These values will quickly ruin Russia, as it will fall apart into separate newly-
formed states and territories. The damage that basic Western values cause to Russia can be
compared to the damage sunlight causes to a vampire. Therefore, Russia will fight for the
values of its civilization. The leaders of Western Civilization and Ukraine should understand

and accept this as a basic premise.

A few words about the values of the Moscovy Orthodox Civilization — there are not many.
The first is eternal faith and obedience to power (which is “from God”) — to the Tsar, the
General Secretary of the Communist Party, the President, etc. The second is belief in the
mythological Slavic orthodox brotherhood, in which the Russians are the first among equals.
In fact, this brotherhood has become hell for many of the Slavic peoples, for example
Ukrainians, for over 350 years. Belief in this civilizational myth, in its turn, is based upon
the belief of Russians in the one true religion: the archaic Moscovy Orthodoxy. In Russia
there are more orthodox people than believers — there are orthodox atheists and almost all
communists and convicted criminals are orthodox... The third is the aggressive intolerance
toward the values of other civilizations, especially Western values, and the fight against

them through all Moscovy Orthodox methods...
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One cannot avoid the extremely important issue for both the USA and Ukraine of the efficiency
of state management in those countries in which the American army directly or indirectly
changed (or facilitated the change of) leadership or, as a rule, dictatorships. There are universally
known American military successes in some places: Serbia, Iraq, Libya, etc. However, defeats
in the organization of political, social, economic and cultural life immediately follow military
victories in countries where Americans have assisted. Democratic elections in countries where
dictators, corrupt officials and populists have ruled only create new dictators, corrupt officials
and populists. Actions should be taken in another manner. The American administration over
the next 5-10 years should appoint or remove top bureaucratic officials, including ministers, in
these countries. In other words, the American administration itself should become the dictator-
reformer. The people of these countries, a posteriori, of course, will be thankful for this. In
Europe, this function is best delegated to the European Union, which proved its ability over the
last 10-15 years to introduce in central and eastern Europe EU standards in state management.

I believe that the people of Israel established a world record when it independently through off
the chains of slavery within 40 years (two generations). Other nations would have needed more
time to independently break the chains of dictatorship, corruption and populism. Alas, Ukraine

does not need an arbitrator, it needs a powerful master.

IV. Obvious Historical Advice for Ukrainians

It is difficult to refute a very simple truth: great nations learn from the mistakes of others, normal
nations learn from their own mistakes, while backward (poor) nations generally have nothing to
learn. Ukraine is poor. Within this system of clear logic one may conclude that Ukrainians are

a backward people. Why did this happen?

All of the humiliations, sufferings, victories, defeats and betrayals of Ukrainians are encoded
into the character of the Ukrainian nation. Unfortunately, there have been many more defeats
and betrayals than victories. This shows that in Ukraine there is the will to fight, but there is a

stronger will to be defeated and betrayed after the victories of Ukrainians.

In 2013 Ukraine finally encapsulated its civilizational choice. Ukraine irreversibly returned to the
Western Civilization to which it naturally belongs. This means that the will of the strongest civilization

on the globe, the Western Civilization, began to strengthen the will of Ukrainians toward victory.

Here is the first historical fact. Peter the Great, Catherine the Great, Stalin and Putin are not the

enemies of the Ukrainian people. The eternal, historical enemy of Ukraine is Russia.
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Only a weak Russia is compatible with the existence of an independent, neutral Ukraine and,
therefore, the weakening of Russia, and even better the peaceful and controlled disintegration of
Russia into several states and territories, should become the main hope of the Ukrainian people, if
not a national idea. There is only one alternative to the future mutual destruction of Ukraine and
Russia — Ukraine joining NATO and the placement of NATO forces on its territory. If external
propaganda will ever work in Ukraine, then the aforementioned message should become vital for
Russia and the West. I reiterate: only Ukraine’s entry into NATO can save Russia and Ukraine

from an eternal war of destruction and the world from the threat of a world war.

In the entire civilized world — and I mean Western Civilization — the majority of educated
individuals know two languages: the language of the country in which they were born or reside

and the English language.

English all over the world is the language of international communication, business, science
and culture. The vast majority of Ukrainians also know two languages in Ukraine — Ukrainian
and Russian...instead of English! They don’t have enough time or aptitude for a third language.
Hence, Ukrainians are cut off from the achievements of global civilization and business;
they are artificially tuned into the Russian language with which they, under Kremlin control,
communicate with the outside world. Under this Russian-Ukrainian system of duality Ukraine

will always be doomed to poverty and scientific and cultural deficiency.

Ukrainians need to understand that the Ukrainian language cannot in and of itself overcome
the Russian language, but together with the English language it can. If Ukrainians accept the
values of Western Civilization, then Ukrainian and English bilingualism should become the
linguistic standard in Ukraine. Knowledge of the Russian language, just like knowledge of the
German, French, Hungarian and Polish languages, will naturally increase the potential of those

Ukrainians who are able to command three or more languages.

A second historical fact is that Ukraine, as any normal country, was successful due only to its

strong army and developed science and culture.

The history of Ukraine teaches that the most effective instrument in the conflict between Russia
and Ukraine was and still is intelligence from a great army of agents and informants. They not
only informed the Russian powers, they jointly influenced the decisions of the Ukrainian elite

and the armed forces. This was the same in the times of Bohdan Khmelnytsky, Ivan Mazepa,
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and Symon Petliura, not to mention current Ukraine. This is why it is exceedingly necessary to
undertake a concentrated effort to cleanse Ukraine of Russian agents and informants by using a

lie detector and American and European experts.

The third historical fact is the logical conclusion from the two previous facts. Ukrainians not only
need to shed themselves of their inherent tolerance toward supporters of the hostile, aggressive,

anti-Ukrainian “Russian world” in Ukraine, they must actively launch a decrease of their numbers.

It is critical to identify and expose the most dangerous anti-Ukrainians in all key spheres:
economical, financial, judicial, political, cultural... There have been many attempts to identify
the 100 most famous historical figures in Ukraine or the 100 most famous Ukrainian scientists.
I would like to propose another project: to announce the 100 most dangerous anti-Ukrainians in

all spheres of Ukrainian society.

The result of this project should expose the names of 100 anti-Ukrainians and the amount of
Ukrainian money that each of them is obligated to return to Ukraine. All conmen should be
punished and their stolen billions returned to the Ukrainian people, businessmen and state. If
the stolen money is not returned and the scam artists are not punished, then the law enforcement
officers and the judges are in on it. Such law enforcement officers and judges should also be
publically included into the new 100 anti-Ukrainians, only into another public sphere! This
is the way to coerce the Ukrainian anti-corruption agencies into working. Only when these
agencies begin to efficiently work (conmen will be in prison and money will be returned to the

rightful owners) will the permanent financial crisis in Ukraine come to an end.
V. Contemporary Scientific Advice to Ukrainians

If Ukraine was behind the other socialist countries by ten or more percent before the fall of
the Soviet Union, then one might say that now it is even further behind! The 2015 World Bank
statistics show that the average GDP for one individual in the world is 9,997 USD. Ukraine
occupies the 131st place amongst all countries with an indicator of 2,005 USD. Nicaragua
occupies the 130th place, while the Republic of Congo occupies the 132nd place! Allow me to
list the GDP for one individual in our neighboring countries: Poland — 12,497 USD, Russia —
9,202 USD, Turkey — 9,130 USD and Belarus — 5,742 USD. The statistics show that the GDP of
Ukraine for one individual is on the level of not very wealthy African countries. What’s more,
the GDP of Papua New Guinea is higher than the GDP of Ukraine — 2,222 USD!

© Frishberg & Partners, 2017



FRISHBERG
«PARTNERS

ATTORNEYS AT LAW 37

While the implementation of my historical advice would allow Ukraine to exist and develop, it
wouldn’t allow the rapid (over 10-15 years) surmounting of widespread poverty of the majority
of Ukrainians, and it wouldn’t overcome the gap between Ukraine and our neighbors —and I mean
Poland and Turkey. In order for the Ukrainian public to develop in a more aggressive manner,
Ukrainians should understand more complex contemporary scientific theories and implement
them in practice: in other words, it should demand that the authorities undertake more complex

social and economic reforms and avoid making mistakes while implementing such reforms.

I’11 begin with the work of Hernando de Soto “The Mystery of Capital: Why Capitalism Triumphs
in the West and Fails Everywhere Else”. The main idea of his work is that developing countries
and almost all post-communist countries are not capable of transforming ownership (first and

foremost, real estate and land) into capital.

If we take Ukraine as an example, the agrarian business of the elite has for almost twenty years
the transformation of agricultural land into capital. Millions of Ukrainians, who received land
into their private ownership in the last century, cannot sell it or use it as security for a loan due
to the moratorium which is constantly prolonged by the law makers (the majority of whom are

controlled by interested businessmen-large landowners).

Thus, the agrarian business of the elite secures for them exorbitant profit at the expense of
decreasing land rental payments several times for farmers and small-scale Ukrainians who

sanction the moratorium.

Let’s look at Douglass C. North’s and his colleagues’ theory of violence and social orders which
is no less useful for understanding the social and economic development of certain countries.
According to this theory, all countries can be separated into two groups. The first group includes
with limited access orders — these are countries which develop where only the governing elite has
access to resources and markets and all other groups must pay rent to the governing elite for access

to state resources.
What exactly should Ukrainians demand from their elite?
Firstly, to decrease personal rent money (shadow income, bribes) of the leaders of the country

at the expense of doing away with the system of the sale of the majority of state positions which

came into existence in Ukraine in 1993. It is widely known, for example, that in Ukraine the
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price of appointing a minister or governor is approximately 5 million dollars. For the position
of Head of the National Bank or Prime Minister they have demanded already 50 million. Other
parties or clans have to pay up immediately and their payment is in money or services and by

developing and implementing various corruption schemes.

Secondly, to eliminate the institution of “overseers”; as a rule, they are people’s deputies from
leading parties or coalitions who gain a foothold in state enterprises, banks and organizations
with the aim of seizing shadow income from them in their own favor and in favor of the party and
the state bureaucrat who placed within such enterprises an inherently corrupt chief executive.
And, as a rule, these are loss-generating enterprises. The losses are covered at the expense of
the state budget. Over the past five years the amount of losses exceeds 100 billion hryvnias! If

these enterprises generate a profit, then they are based on subsidies from the state budget!

Thirdly, to minimize the widespread bribes and “kickbacks” which bureaucrats take while using
the financial resources of state, local and sectoral budgets and budgets of state enterprises,
banks and other organizations. This is the most difficult task, as it requires systematic measures

in both the sphere of state management and the sphere of law enforcement.

Fourthly, to practically implement the institution of conflict of interest within state administration.
Russian political strategists who are indisputably familiar with Mr. North’s theory of violence
and social orders, developed a plan for Vladimir Putin for the occupation of the Donbass
region with the aim of perpetually achieving in Ukraine a limited access order which would
suppress the development of the country, guarantee centuries of poverty and isolate Ukraine
from membership in both NATO and the EU. This Russian plan, which Russia formalized in the
Minsk Protocol, provides for Russia a foolproof alternative: if the territory of Donbass occupied
by Russia is somehow returned to Ukraine, it would legalize not only a civil power structure
hostile to Ukraine along with anti-Ukrainian religious organizations, it would also mark the
return of pro-Russian police and state security services. Russia would only agree to the return of
the Donbass region to Ukraine on these terms and conditions. If Ukraine refuses this plan, it will
receive constant military skirmishes in Donbass with Russian forces, which Russia calls a civil
war in Ukraine. How can this problem be resolved? First and foremost, we need to understand

this problem and, secondly, make this occupation very costly for Russia.

The strategy of returning the Crimea and the occupied territory of Donbass to the jurisdiction of

Ukraine must factor in certain events. First: the return of the occupied territory should not weaken,
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but strengthen, above all, the Ukrainian economy. Second: it is necessary to recapture and fight not
only and not so much for the land; it goes without saying that without conscientious Ukrainians
(and in case of the Crimea — Crimean Tartars), Ukrainian language, Ukrainian culture, Ukrainian
spirit and Ukrainian interests, these lands are not worth the price of the blood of Ukrainian soldiers.
Third: the lands that Ukrainians can’t and the local residents don’t want to defend, where there
are no effective Ukrainian laws, where Ukrainian language can’t be heard, where everything is
controlled by foreign special forces, and where all school children learn the history of occupants in
these occupants’ schoolbooks, are not lands that are not de facto part of Ukraine. In the best-case
scenario, they are part of the Ukrainian territory. What’s more, even prior to the seizure of these

territories by Russia, these lands were only a part of Ukrainian territory, not Ukraine!

Fourth: it is only important to fight for these Ukrainian territories if you have a stringent plan
for the military, political, social, economic and cultural integration of the Donbass and the
Crimea with Ukraine. These lands should be “Ukrainianized” and namely by European methods.
Without serious integration, “Ukrainianization” and westernization of the population of the
Donbass and Crimea, the fight for their return or their actual return to Ukraine will significantly

hamper, if not completely halt, Ukraine’s transformation into a successful nation.

Mr. North’s theory is being promoted by two contemporary economists — Daron Acemoglu and
James A. Robinson in their book “Why Nations Fail: The Origins of Power, Prosperity and Poverty’.
Within the framework of this concept, [ would like to provide advice to the financial organizations,
the EU and the USA regarding their assistance to developing countries (in other words those

countries with hyperactive political and economic institutions), one of which is Ukraine:

* there is no point in granting credit to poor countries, it is important to provide credit to
small and mid-size businesses in these countries or to those enterprises which develop

the social and economic infrastructure, and first and foremost, private ownership;

* there is no point in providing technical assistance to poor countries, it is important
to provide assistance to non-governmental organizations, civic associations and

other institution that prevent destruction of creativity.

Tens of billions of dollars in credit and billions of dollars of technical assistance that Ukraine
received over the last 25 years were ineptly used (in the best case) and a significant part thereof

went into private pockets of the corrupt governing elite and cemented their power! The return
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of these funds with interest will only strengthen poverty and social injustice. Poor countries are
incapable of converting government loans and technical assistance into economic growth and
social development. Moreover, they use such loans and technical assistance for strengthening

the tyranny of the status-quo.

I will complete this presentation of new theories and doctrines that are useful for Ukrainians
with my concept of the development of young, developing countries. Briefly, the essence of my

concept is “from good, lawful corporations to a successful state”.

From an economic perspective, corporations which, in the first place, generate profit thanks
to innovation, quality management and rigorous, intensive labor and, in the second place, pay
taxes, payout adequate salaries to personnel, settle with creditors and suppliers, care for the
environment and social development of their regions, payout dividends, and work for charitable
causes may be considered as good corporations. Bad enterprises, which form the second group,
mainly profit off of the state budget and state resources through corrupt schemes, organize
monopoly markets closed to competitors with the help of government officials, do not pay

taxes, practice racketeering, etc.

In countries with a limited access order and with a high level of corruption the overwhelming
majority of business structures (companies) fall in the “bad” category. Conversely, good enterprises
dominate in countries with open access or with inclusive institutions. The central thesis of my concept
of a successful country is the answer to the question: Why so? Because in countries with limited
access orders or with closed institutions investment into corrupt schemes is more advantageous,
more profitable and more secure than investments into innovations, new management, etc. This
is precisely why bad companies have more money and greater opportunities to put their people
in positions of power. Bad corporations stand behind bad governments. When good corporations
will dominate in the country, new and incorrupt leaders will come into power. However, new and

uncorrupted leaders will firstly need to govern or create the majority of corporations in the country.

Importantly, in weak countries the people by themselves are incapable of defeating corporations.
Therefore, in the first stage of political struggle they need to support the creation of new,
good companies and non-governmental public organizations and to decrease the number of bad
corporations and the state bureaucracy and its structures. When the potential of good corporations
at the very least equals the potential of bad corporations, lawful parties and leaders, who will

defend the interests of such corporations, may come to power.
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Social and economic phenomena are extremely complex and multifaceted; therefore, it is
impossible to describe them within the context of the logic of one theory. It is important to
understand all of the aforementioned theories and to adhere to the practical recommendations

which arise out of such theories.
VI. Utopia. The Ideal Government for Ukrainians — and Not Only for Ukrainians

Knowing the nature of Ukrainians and their strong and weak character traits, in this chapter
I will propose an ideal model of government, taking into consideration, of course, the most

contemporary social and economic theories and the geopolitical trends of the modern world.

The following are the principal character traits of Ukrainians:
* Distrust and animosity toward all state institutions of their country;
* Proclivity for anarchy, creative destruction and social protests;
* Tolerance toward other religions, nationalities, immigrants and languages;
* Inclination toward self-sufficiency and avoidance of taxes;

* Lack of ambition or absence of vision and concentration only on local problems

and projects;

* Will to freedom, independence and justice.

My proposal (which is based on the experience of EU countries) is to fix the maximum salary
for bureaucrats to the current year and make such salary dependent upon the average salary in
Ukraine for the last month of the previous year. For example, the President’s salary should be

equal to 10 average salaries.

The dependence of the salaries of ministers (8 average salaries) and people’s deputies (6
average salaries) on the average salary for the last month of the previous year is key within the
framework of social justice. If the Ukrainian elite, including judges and prosecutors, wish to

increase their income, then let them ensure a growth of the income of the ordinary Ukrainian!

The maximum salaries of chief executives of state enterprises, banks and organizations (for
example, the National Bank of Ukraine), which create income, may exceed the average salary

by 15 times. In addition, the chief executive officers of enterprises, which generate profit and
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pay dividends to the state budget, may receive bonuses, but their amount should be limited to

1% of the dividends paid to the state or 0.5% of the profit tax paid to the state budget.

Ukrainians are only ready for the minimum redistribution of income through the state budget
and the Pension Fund. If the tax system is unfair, complex, unintelligible, unstable and
unpredictable, then Ukrainians will ignore it and leave for other countries and the shadow
economy. The word “tax” itself in Ukraine is derived from the words “to give” and “to submit or
present”. Ukrainians give and present funds to the government authorities for the performance
of useful functions for them. Thus, Ukrainians come first and foremost, while the government
comes in second. This is how Ukrainians subconsciously interpret the process of taxation. The

government has to realize and accept this.

Ukrainians need to realize that successes, money and safety in the world are currently
concentrated in those countries where the cult of innovation prevails in society. Where the
leaders of public opinion are distinguished innovators, not political conservatives, high-level

bureaucrats, populists and armchair experts.

Until today, the nation has always opposed corruption, but it has never spoken out against
populism. However, bona fide economic reforms are neither compatible with populism nor
corruption. The results of bona fide economic reforms are always the increase of salaries,
income and profit of those who intensively, efficiently, creatively, innovatively and honestly
work at the expense of a decrease of the number and income of corrupt bureaucrats, social

parasites, shadow businesses and, quite frankly, those who rarely and inefficiently work!

Lower and more stable taxes, a unified market with the EU, political freedom, the English
language and tolerant Ukrainians are the magnets which will attract to Ukraine creative
businesses and investment from around the world. These conditions will not permit Ukrainians
to remain poor and they, together with the country, will begin to accumulate wealth. I say to

Ukrainians: Get rich! You deserve it!!!

The overwhelming majority of people take government positions to enrich themselves, not to

enrich you, the average Ukrainian!

Only when the use of power for personal enrichment becomes nearly impossible, and definitively

and extremely uncomfortable and risky, will normal Ukrainians wind up in the government with
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the goal of creating equal and fair conditions for the enrichment and security of not only their
own lives but of the lives of all Ukrainians. How can this be done? I can propose the resolution
to this problem. Ukrainians, during the period of revolutionary changes in power (and this is
a minimum of 10 years) and within the limits of social justice, should force the government to

implement the “Income Standard of the Ukrainian Government — Maidan I11”.

The crux of the Maidan III Income Standard is that the leadership of the country, the President,
the Prime Minister, ministers, primary and secondary level bureaucrats, mayors, judges and
prosecutors of all levels, including the chief executive officers of state enterprises and banks,
can exclusively enrich themselves at the expense of official salaries within the framework of
social justice. All of their other factual income (nominal income minus losses from inflation),
including interest from deposits, dividends, income from lease payments, etc., should be received
as income to the Ukrainian state budget at the corresponding levels! Alas, Ukrainians, together
with the USA and EU, should demand from the Ukrainian government, in the first place, the

approval of the Maidan III Income Standard, and only in the second place, a new election law.
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