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KCS Briefing Paper: The Bear & The Euromaidan Fair 

We are now five years on from the Russian invasion of Crimea and, rather incredibly in today’s 

world of mediation, democracy and conflict resolution (inasmuch as these are not ideals rather 

than expectations), Russia appears to have ‘gotten away with it’. Five years since Russian 

troops, in contravention of international law and at least three separate sets of accords, 

marched across into a sovereign state; five years since a UN resolution affirmed Ukraine’s 

territorial integrity in a move that had no effect whatsoever. While sanctions have since been 

imposed on multiple key Russian politicians, business leaders and companies, these are for 

the most part seen as a ‘badge of honour’ and the effect on Russia’s economy has been 

negligible.  

Moreover, it is arguably too late. The absorbing of Crimea into (or should that be back into) 

Russia has been formalised via a referendum, the installation of a pro-Russian administration, 

and the harsh reality that it is very difficult to remove troops, with or without insignia, without 

making a bad situation a great deal worse. A number of questions must then take centre stage, 

moving on from the issue of whether Russia should reverse its territorial expansion, which is 

at the moment for better or worse, settled. Namely: what will be the continuing effect on 

business of the Ukrainian conflict, and what does horizon scanning tell us could happen next? 

One 

Question one concerns the effect that the five-year conflict has had on business both inwards 

to, and outwards from, Ukraine and Russia. In the first instance, increasingly severe sanctions 

were levied against those Russian individuals and corporations with the closest links to Putin’s 

deep state, and the Magnitsky Act was introduced to bar suspected human rights abusers 

from entering the USA. Russia became persona non grata in several political and business 

circles. Of course, the Russians attempted to circumvent this by mass movement of money 

out of the West and creating their own narrative. But both sides know that the economic 

relationship was too crucial to let go – Russia needing the money to feed its stagnant economy, 

and the West needing the oil and gas.  

So the West sat down with the enemy and continued to trade with Russia, while attempting to 

maintain Ukraine’s flagging economy (with GDP down by 15% since the start of the conflict) 

and keeping the political line that the annexation was illegal, and that Ukraine was sovereign 

over its own territory. In some respects, particularly in the west of the country, it is business (if 

not politics) as normal: many major multinationals remained in Ukraine throughout the length 

of the conflict, working with individuals not on the sanctions list, and making use of the 



developed connections made thus far that, arguably, would want outward business all the 

more given that the Russians shut up shop to Ukrainian businesses. Meanwhile, Russia’s 

investment climate is currently considered to be higher than the other BRIC economies of 

Brazil, India and China, and it is a good deal wealthier than each.  

The problems are twofold. For Ukraine, much of the eastern region of the country, centred 

around Donbass, remains in a state of conflict and is unsuitable for business, and effectively 

losing access to half of a market is not beneficial. And for Russia, “doing business with 

unsanctioned individuals” is not strictly the same as, “unsanctioned individuals being the only 

ones involved in the business”. Sanctioned individuals in Russia are well known to use the 

unsanctioned as middlemen, frontmen or patsies to present a clean, whiter-than-white image 

that is palatable to the West, while they are able to control things from behind the scenes, 

whether or not this is known by the clients or even the middlemen themselves. And if the 

precise details of a business are not known to a partner before the venture begins, the 

consequences can be reputationally, legally or financially fatal – or even a combination of the 

three.  

Two 

The question of what happens next to Crimea, Ukraine and Russia is simpler: Crimea is not 

going anywhere and there really is not anything Ukraine can do about it. Certainly, Russia 

believes that not only has Crimea been socially, ethnically and culturally ‘Russian’ all along, 

but that the Crimeans themselves actually wanted to be Russian, but were cruelly denied only 

by losing the Crimean War in 1856. This would be the same argument as made by certain 

tribes along the Afghanistan-Pakistan border, or by the peoples of Alsace-Lorraine 

sandwiched in-between France and Germany.  

Even leaving questions of historical precedent aside, Russia has many reasons for wanting to 

keep hold of Crimea. By keeping the land, she keeps access to the oceans, and it is here that 

perhaps the true value lies. Hydrocarbons are a major draw, with it estimated that Ukraine has 

lost access to 80% of the reserves in the Black Sea through the loss of Crimea, and if the Nord 

Stream 2 pipeline (which would completely bypass Ukraine) ever emerges then Ukraine would 

slide even further behind in the ‘numbers game’. Already Russia has absorbed subsidiaries of 

Ukraine’s national gas giant Naftogaz into Gazprom and declared that the two blocks 

containing 70% of Ukraine’s estimated natural resources fall within its newly claimed Exclusive 

Economic Zone. They are operating the principle of a football club buying up every youth 

player: it matters not so much that you have resources you don’t need, but that you deny them 

to others.  



This is set alongside the other great benefit: of warm-water, deep-water ports. Annexing 

Crimea has given Russia full access once again to Sevastopol. Already hosting the Black Sea 

Fleet, for which Ukraine was paid an annual fee by Russia, the latter’s seizure of the city has 

meant that they can now dispense with the costs (or discounts) due to run until 2042. Clearly 

this is an economic incentive, but having full and total control over Sevastopol also plays into 

Russia’s political aspirations: not only allowing for greater use of the port to contribute to 

Russia’s ongoing presence in Syria, but to project naval power westwards, not only towards 

the European Union but to Africa and South America where Russia hopes to supplant China 

as the pre-eminent ‘friend’. As Peter the Great once said, “a leader with an army has one 

hand, but a leader with a navy has two”. Of course, this was all doable before the annexation 

but there is nothing like total control to offer total comfort.  

So the Crimean peninsula, whether on land or on sea, is a vital strategic resource, and 

political/economic reasons are just as valid as nationalistic ones for its seizure. Indeed, the 

nationalist narrative may have been played up, not least by the Kremlin, in order to divert 

attention away from just how economically and politically beneficial the move was.  

Three 

The third question is whether this extension of the Russian mantle to Crimea, extends to the 

rest of Ukraine and, almost by extension, the rest of the former USSR territories Russia was 

forced to cede in 1991. In his joking-but-not-joking way, Putin has previously stated that 

“Russia has no borders” and given his attitude to achieving Russian exceptionalism, few 

Russia-watchers would rule out that, given the chance, Putin would like to retake the Baltics. 

The issue is, whether – as demonstrated by the Crimean annexation – he is looking to make 

this chance himself.   

While the oceans may offer the biggest and most immediate political and economic benefits, 

the question of borders cannot be denied either. From a political point of view, pushing the 

line of Russian control into the European Union would send a clear message that Russia is 

‘back’ on the world stage, improve the degree to which Western European energy and trade 

is reliant on Russian-held territory, and (perhaps not least) improve Putin’s domestic standing 

even further; crucial considering the upcoming 2024 election could be his last chance to 

cement a legacy. While it may seem fanciful that Russia would invade, say, Estonia, it is not 

so remote a possibility. Not only has Russia been conducting cyber-war against these 

countries for years, but with President Trump’s vocal condemnation of NATO, and a potential 

further splintering of the European Union, all long-term bets are off. And the annexation of 

Crimea is the ultimate proof of concept.  



Conclusions 

Is all of the above a peroration to not invest in Russia or Ukraine, and to run a mile from the 

Eastern European border? Not at all. There are many businesses still operating in the west of 

Ukraine, by no means can all Russian business be tarred with the ‘organised crime’ brush, 

and the energy and maritime trade sectors are too profitable for many companies to just 

ignore. However, it is a prime example of when geopolitics, state interest and history begin to 

drive the narrative. With Crimea gone, the Donbass war risking further intensification if ‘special 

status’ is not granted, and Russia always looking to wage war across the continent by other 

means, the business environment is fed by the political and economic climate in which it is 

set.   

Opportunities from Lviv to Luhansk, and Sevastopol to Siberia, should thus be judged through 

a number of filters: whether they may be indirectly contributing to a further destabilising of the 

region, whether there may be players and politics involved behind-the-scenes that change the 

perspective, and whether a venture is sustainable in either Russia or Ukraine given the 

ongoing economic fallout from the Crimean annexation and the degree to which this acts as a 

political crisis in microcosm. As the Russian proverb says, do not run from the wolf if only to 

find a bear.  




