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Getting into the Crimea, Russia did settle not only “va-bank” in the geopolitical relations with 

The West but also tried to create new game rules on the economic plane in the region. Of course, 

Moscow was warned beforehand it would face economic and as well as political sanctions. 

Though the West repeatedly informed Russia about such issues before the conflict even started 

Moscow initiated such a risky game because of strategic economic calculations made on Crimea. 

Understandably, Moscow failed to concede the economic loss of Ukraine. Kiev’s absence in 

such projects led by Moscow, would be only informal meaning. Ukraine’s participation has kept 

Moscow's plans centered on the Customs Union. 

It was crystal clear that, the Customs Union formulated to be a substantial institution couldn’t 

possibly be so with only countries such as Armenia, Belarus, and Kyrgyzstan highly intending to 

become member countries. The GDP of Ukraine is around 176,4 billion USD which is more than 

double the combined GDPs of Armenia (9,9 billion USD), Belarus (63,3 billion USD), and 

Kyrgyzstan (6,5 billion USD) totaled together. Moscow also knew well that, as the largest 

country in terms of its territory in Europe, Ukraine should play a significant role in the projects 

of the Customs Union. On the other hand, Russia losing control of Ukraine would have a domino 

effect on the other Eastern Partnership Countries, as the control on those countries would be lost 

as well. So, as not to lose out on the game gradually, Moldova, Georgia, Azerbaijan, and later 

Belarus, and Armenia would be included in the West. For that reason, while also busy with Sochi 

Olympic Games, Russia engaged in order not being knocked out of the game completely. 
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According to the International Transparency Organization’s report, Russia scored only 28 out 

100 points and ranked 127 among 175 countries. Under these conditions, Russia places high 

importance on the sanctions of the West, but a reasonable question is, why did Moscow raise 

Russia’s flag in Crimea despite the menace of the West?

Moscow’s “heroism” actually correlates more closely with economic factors rather than political. 

The problem is that, Moscow decided to enter Crimea already sure about its economic relations 

with the West. Taking this into consideration, Russia must also consider another important 

trading partner: The European Union, its most third significant partner after the United States 

and China. Their economic relations include not only dominating Gazprom in Europe but also 

other economic corporation in different fields.

In the last decade, the trade turnover between Russia and the European Union has tripled in size. 

In export, Russia is the second most important partner of European Union after the United States. 

The trade turnover between Russia and European Union was 108 billion USD in 2003, within the 

last 10 years it has increased more than 3 times to reach 350 billion USD. Meanwhile European 

Union exports to Russia have increased from 37 billion USD to 140 billion USD in the last 

decade. 

Fulfilling Europe’s demand for gas, equaling about 42% of Russia’s gas exports has created an 

opportunity for Russia to export products valuing more than 220 billion USD.  This is one such 

example of an investment relationship of great importance between Russia and European Union. 

To expand on the magnitude of this relationship, European Union countries have a 75% share of 

the total direct investments in the Russian economy. Russian investments to the European Union 

amounted to 69,3 billion USD in the last year, but from the EU to Russia investments were 

around 86,2 billion USD. Attracting most attention are Holland and Cyprus, leading in 

investments in Russia. Holland has accomplished investment projects amounting to 21,1 billion 

USD while Cyprus also has done such investment projects in the amount of 16,5 billion USD in 

Russia. Furthermore, the United Kingdom, Luxemburg, and Germany also hold a significant 

share of the total investment, actively participating in such investment projects in Russia as well. 

However particularly interesting details of Russia’s investment projects among EU countries are 
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primarily focused on Holland and Cyprus. Beyond those countries, another main country in the 

EU is France.  France also has significant investment relations within Russia, third in realized 

investment projects in Russia after Holland and Cyprus. French investors are most active in the 

sectors of nuclear, aviation and aerospace industry, agribusiness, pharmaceuticals, aircraft and 

automotive industries. 

EU has also made significant investments in the financial sector in Russia. Thus, 

according to the Russian-French "Observo" analytical center, the French "Society Jeneral" Bank 

has controlled more than 80% of the "Rosbank" shares since 2010. 

Taking into account all these links, Moscow thinks that there are two main reasons why the 

European Union will not act towards anticipated activity about Crimea:

First, Russia's foreign trade relations between the community and more specifically European 

capital in Russia will encourage Brussels to take a neutral position. The European companies that 

buy expensive projects from Moscow are significant forces that may influence their 

governments. Moscow believes that Europe’s Economic powers will approach from the "rent 

seeking" aspect and ultimately will not go to into serious conflict with Russia;

Secondly, The European Union will still depend on Russian gas for at least the next four years. 

Though The Caspian and the Middle East regions are alternative options to Russian gas, these 

projects are not calculated for the short-term time being. 

Another option, importing the Shell Gas Project from the U.S. is not appealing at this stage. 

Thus, as not to freeze through the winter Europe will not be interested in ending its cooperation 

with Russia at least for the next few years.
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There is another force that Russia is weary of and that is the U.S.A. There are a number of 

advantages in Washington's relations with Moscow, namely:

U.S. exports to Russia total 15 billion USD annually. To the U.S.A  having 6 million USD in 

exports is not significantly important. In economic terms, it makes little difference to send goods 

or not to send goods to Russia;

Additionally, unlike Europe the U.S. is not active in Russia’s stock market and investments. 

There is no promise of significant losses for the U.S. even if the U.S. is cut off from relations 

with Russia;

Thirdly, U.S.A‘s $ 17.4 trillion GDP-Gross Domestic Product have more than 8 times the largest 

economy than Russia’s $2.1 trillion GDP-Gross Domestic Product and this confrontation gets a 

psychological advantage;

Lastly, Russia whom has 493 billion USD in foreign exchange reserves, took 118 billion USD 

from the account of Federal Allowance in the U.S. on the 20th of last month. Bearing in mind 

that the Federal Allowance has 3.02 trillion USD in assets, it’s known that Russia took 3.5 

percent of the total amount of money. At the same time, there is also a decrease in the amount of 

U.S. bonds that Russia owns. This bond figure decreased by 20% in the last one year. Note that 

last year in February this figure was 164.9 billion USD, and in February of this year the volume 

of Russia’s bonds decreased to 131.8 billion USD.

With this in mind, in “Regional expansion” the only force to obscure Russia will be 

Washington. In fact, Russia’s leaders are trying to make sure that Europe will not take real steps 

in action against Russia. For precisely this reason it is impossible to say that they, Russia are in 

“sweet dreams.” Now the question in mind: how will the lasting conflict affect relations between 

Azerbaijan and Russia?
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It is not possible to compare the Nagorno-Karabakh conflict with the Crimea. Unlike Crimea, 

Azerbaijani territories differ in that the reason that there is not any Russian population in 

Nagorno-Karabakh, or along any of the borders with Russia. Though Moscow pays significant 

attention to the relations with Baku.Azerbaijan has a big share of the South Caucasus economy, 

which is 74% of the total.  That makes the Azerbaijan very important for Russia. There is great 

hope in Russia that Azerbaijan who is currently not a member of World Trade Organization and 

has not yet started negotiations with the European Union on a Deep and Comprehensive Free 

Trade Area Agreement, is still a potential candidate for the Customs Union.

On the other hand, a new scenario like Crimea in the Caucasus may cause Azerbaijan to diverge 

from Russia, but Moscow is not interested in such status. Keeping active in the Karabakh 

conflict, Russia will seek to maintain influence over the parties. For that reason, and in any case, 

it is not believed that Moscow will try to adapt the Crimea scenario to Karabakh. 

In addition, the Ukrainian conflict has instilled some of these lessons in regional countries. 

Above all, it is extremely important to continue with a cautious policy with Russia. Secondly, the 

Euro-integration process should be carried out within the framework of the newly independent 

states and also, within the framework of Brussels specific obligations. Finally, the West must 

become an active player and more than an audience in order to find resolution of these conflicts.

Dr. VugarBayramov is the chairmanof Center for Economic and Social Development 
(CESD), top think tank in Central Asia and co-chair of EU Eastern Partnership Civil 
Society Forum


