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In other interviews and columns, you said the war in
Ukraine has something to do with the crisis in 2008. It
sounds very interesting but the connection between
two events is not clear to my eyes.

It’s a two-step connection because Putin’s invasion of
Crimea in 2014 has a clear connection with the financial
crisis in 2008. Ukraine had been fundamentally destabi-
lized by this double shock of 2008 — Russia’s war with
Georgia and the financial crisis. It was looking for some
point of security and that's what drove it into the arms of
association talk with the EU. The association talks with
Europe provoked the back and forth in Kiev between the
pro-European and pro-Russian forces. In 2014, Putin con-
sidered for the first time a full-scale invasion of Ukraine,
but decided instead to take a kind of nibbling strategy to
take Crimea and to back the insurgency in the Donbas
region. So there is a very direct connection between the
2008 shocks and crisis in the 2013-14.

Interesting story! So, might there be economic factors
playing pivotal roles in Putin’s invasion this time?

Yes, I think fundamentally there are two sides to this. We
have to reckon with the fact that Russia has a considerable
military force, and the force is the result of the Russian
state's relatively successful ability to harvest the profits of
oil and gas and direct them toward the state machine.
Russia is not just any old failed petrol state by any means.
And that resource gives Putin the kind of military-geopo-
litical heft that he has deployed repeatedly. So that’s one
side of the economic causation here. Conversely, on the
other side, if Ukraine were a more successful socio-eco-
nomic experiment, then it would be, I think, welcomed by
the EU as a potential member. And by way of that, it
would probably also have a higher chance of accession to
NATO as well. It isn't just geopolitics that holds Ukraine
back. It was the sense that it was a failed socio-economic
model. It was riddled with corruption, it had very little
growth. Its GDP per capita was lamentably low. It was not
Poland.
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Ukraine is not Poland? How so?

Poland and the Baltic states have been transformed by
their incorporation into the West. Especially, Poland was
transformed into free-market economy with money of the
EU. Ukraine had, however, fallen onto the other side of
that divide and was looking increasingly unappetizing as
a prospect for membership in the West. And so those two
forces by themselves set up the entire structure of our cur-
rent moment. Ukraine was relatively isolated and Russia

felt powerful.

What do you think made Putin launch a full-scale
strike? I believe his hunger for land is not enough for
understanding the war.

I do think that the 2008 shock and subsequent the chaos in
American domestic politics, the self-paralysis of Europe,
the inability to carry through on trade treaties like TPP all
have helped to destabilize the position of pro-Western
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groups in Russia. This group in the Russian politics may
have played a stumbling block in the way of invasion by

Putin.

Besides the economic origins or triggers of the crisis in
Ukraine, some people are worrying Ukraine crisis
could be a beginning of de-globalization like WWI,
which ended the First Globalization in 1870-1914.

Yeah. Larry Fink, CEO of the biggest asset manager in the
world, BlackRock, said this in his letter to shareholders. I
think it's convenient for him to say that. It’s very conve-
nient because you can point the finger and you can say bad
king Putin did it. But, I am skeptical that globalization is
heading toward its end, and be very skeptical of that kind
of simplistic explanation of the problems. [ am very doubt-
ful that globalization is going to go into reverse. I think
we're going to see globalization in a new key, a different

mode of organizing globalization.

A different mode of organizing globalization? What
does that mean? You seem to imply there is a change or
changes in the course of globalization.

Think about the central arena of industrial globalization
in which South Korea plays an extremely prominent role,
which is microelectronics and microchips. There is simply
no relationship between the crisis in the Ukraine and that
fundamental arena of the struggle over how globalization
is going to be changed. One crucial element is that if any-
one puts in question the microchip supply chain model, it
wasn't the Chinese, it was the United States that did it. The
United States pulled the trigger and is now demanding
that Samsung and its partners in Taiwan and China make
very difficult decisions about where to relocate, where
they’re going to end up. The decision there to challenge
globalization came from the United States on the back of

national security considerations.

The US, the EU, and others have been sanctioning

Russia and its key people, say, Putin and his men. In
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particular, the US and the EU sanctioned Russia’s for-
eign exchange reserves, which is quite extraordinary
in that they never froze foreign exchange reserves of
major trading partners as far as I know.

Russia has, you know, about $495 billion of foreign
exchange reserves. [ mean, like Korea, it’s a very big. So
where do you keep your foreign exchange reserves?
Generally speaking, you have to keep them in other peo-
ple’s central banks because that's where you can spend
them. The Russians kept their foreign exchange reserves
in central banks in Europe. They thought they’d been
very, very clever. They pulled them out of the United
States. They put them all in Europe, and then Europe
declared sanctions, too. So Russia loses control over its
foreign exchange reserves. So your first thought you have
to have is what does this do to Russian trade? Yes, it’s bad
for Russian trade. The Russians can’t pay for their imports
with their foreign exchange reserves anymore. Right. But
the other thought you have to have is that money in the
global financial system doesn’t ever sit still. It never sim-

ply sits waiting.

Never simply sits waiting! Very interesting words. Can
you elaborate?

Money is always active. If you’ve got a claim on some-
body, it's almost certain that somebody else has a liability.
So you put money into a bank, you create a chain of bal-
ance sheet reactions which ripple out. And as soon as you
cut that chain, you have to worry that all the links in the
financial system will be disturbed. And Zoltan Pozsar,
who's a brilliant analyst at Credit Suisse, alerted us to the
possibility that a large amount of the money which Russia
appears to have in European central banks in euros could
in fact be the counterpart to swaps, where people who
wanted dollars gave Russia euros. And if those euros that
the Russians had were frozen any European Central Bank

accounts, what would happen to this chain of deals that
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the Russians were incorporated into? Now, it turns out

that there was no huge stress, but who knows the future?

Do you think economic sanctions would end the war?
In other words, do you think the sanctions could push
Putin to pull over his troops out of Ukraine?

I think it’s not going to stop the war and nor do I think that
the Russian calculus will be fundamentally shifted. Putin
needs something he can call a win. There’s a military
logic, a political logic operating here. He needs to be able
to make territorial gains, inflict sufficient losses on the
Ukrainian armed forces to be able to claim a win. When
he can claim a win, he can negotiate an exit to claim a win.
But, there are certain things he has to achieve whatever

cost, so economic sanctions would not work.
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