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The next chapter in the ongoing hostilities between Russia and the Ukraine is about trade and, more fundamentally, about the Ukraine becoming friendlier
with the West.[1] The EU-Ukraine Deep and Comprehensive Free Trade Area (“DCFTA”) came into existence on January 1.[2] As of that same date, Russia put
retaliatory trade bans and tariffs on the Ukraine and hinted at a legal justification in the terms of an earlier free-trade relationship between the two countries.
[3]
The DCFTA, created by Title IV of the 2,100-page “Association Agreement” between the EU and the Republic of Ukraine, “offer[s] Ukraine a framework for
modernising its trade relations and for economic development by the opening of markets.”[4] The free-trade agreement between the two resulted in an
“immediate abolition of import dut[ies] for more than 97% of all goods exported from Ukraine to the EU.”[5] The deal allows producers in the Ukraine to have
“access to a wide range of cheaper industrial products, components and equipment.”[6] Furthermore, Ukrainian consumers will have access to a wider array
of products, which will also be available at lower prices.[7]
As a member of the Commonwealth of Independent States (“CIS”) and party to the CIS free-trade
agreement ("FTA"),[8] the Ukraine had benefited from duty-free trade with Russia.[9] That gets at the
main problem with the EU-Ukrainian free-trade deal: Russia does not like it. The DFTCA has been
delayed for nearly a year[10] in the hopes that talks among Russia, the Ukraine, and the EU would help
to sway Russia from imposing retaliatory tariffs and satisfy Russian concerns over any harm that could
come to its economy.[11] “Russia has repeatedly said that Ukraine can[not] simultaneously be a part of
the free-trade zone with the EU and within the CIS,”[12] as well as “continually insist[ing] on a legally
binding agreement, which would amount to a reopening of the bilateral agreement.”[13] However, these
talks failed, leading Putin to end the free trade that Ukraine enjoyed with Russia[14] and “ban the
import of agricultural products, raw materials, and foodstuffs . . . .”[15]
Russian authorities stated that the “[i]mplementation of the [EU-Ukraine] Agreement impinges on our
interests and creates risk to our economic security.”[16] Russia announced it has an obligation to guard
its “market and producers,” and therefore must make Ukraine “pay customs duties.”[17]Under the CIS
FTA, Article 8, Parties to the agreement may “apply special safeguard measures.”[18] Furthermore,
Article 19 states that if a “Part[y] considers that another party is not fulfilling its obligations under this
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attempt to reach some sort of agreement. The same Article of the CIS FTA also states that, if no
agreement can be reached, then “at the option of the First Party,” here Russia, the parties “may” enter
into other formal dispute resolution mechanisms.[20] It does not seem as though Russia has chosen to enter into any of the other formal dispute resolution
mechanisms provided in the CIS FTA, and instead has decided to end its own agreement with Ukraine.
The two economies have been “intertwined for decades.”[21] Kiev exports a large amount of food to Russia, leading Ukrainian officials to “expect[] to
lose . . . $600 million,” from these new bans and tariffs.[22] The recent tension between the two countries has already caused a “significant” decline in trade
between the countries, with Ukrainian exports to Russia falling nearly four times as steeply as during earlier periods of discord.[23] Time will tell which side
the Ukraine is better off dealing with, the EU or Russia, but one thing is certain: The tensions between Russia and the Ukraine are not going away anytime
soon.
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