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InearlyMarch,theRussianFederation,after
stagingareferendumunderKalashnikovsin
Crimea, proceeded to annex the region and
laidthegroundwork–accordingtoMoscow
– for “new political-legal realities,” that is to
say, a new Russian paradigm for a lawless
world. As German Chancellor Angela Mer-
kel said in her speech to the Bundestag on
March 13, Russia is bringing the law of the
jungle to the table. For those of us who have
lived through Vladimir Putin’s attempts to
reversetheresultsofwhathecalls“thegreat-
estgeopoliticalcatastrophe” of the 20thcen-
tury – the dissolution of the Soviet Union –
what is happening in Ukraine is not unex-
pected. Nor does it mark the last act of the
drama.

It should be abundantly clear now that
Putin’s initial plan of taking eastern Ukraine
by mobilising the Russian population there
has failed. But that doesn’t mean he’s giving
up. Russian strategists are talking about a
“weekend of rage” that could involve some
kindofarmedsiegeofgovernmentbuildings
in southern and eastern Ukraine. If these

local provocateurs and “self-defence forces”
managetoholdthesebuildingsastheydidin
Crimea, it might serve as a basis for further
military intervention. Not that we should be
surprisedbythiscynicalplaybookanymore.

History can be a useful guide for politi-
cians: first, to help prevent new disasters,
and second, to help react to disasters that
inevitably happen anyway, despite the best-
laid plans. And yet, plenty of politicians are
makingthesamemistakestheyshouldhave
learnedfromdecadesago.Thesedays,Ican’t
helpbutberemindedofYogiBerra’sfamous
quote,“It’sdéjàvu,alloveragain.”

In Chechnya, tens of thousands of people
were killed just to make Putin president and
consolidate his power. Then, when the Col-
oured Revolutions – and their successful
reforms – became a menace to his rule, he
invaded Georgia to kill this contagious
model and again reconfirm his power. Now,
as before, faced with eroding popularity in
Russia, a shale gas revolution in North
America, and the need for consistent port
access to equip his allies in the Middle East,
PutinattackedUkraineandseizedCrimea.

And yet, even with these myriad exam-
ples, the West continues to misunderstand
or excuse Putin’s aggression. These days,
many pundits are busy with soul-searching,
with one of the constant refrains being how
the West overreached with NATO and EU
expansion, and how it needlessly provoked

the Russian bear. The conclusion they come
to is that part of the reason for Russia’s
behaviour, however petulant, lies in West-
ernactivism.It’saparticularkindof intellec-
tual self-flagellation and, for Putin, a
reflection of Western weakness that only
emboldenshim.

Neville Chamberlain, when presenting
the case for the great European powers to
acquiesce to Hitler’s occupation of the Sude-
tenland, argued that Europeans should not
care about a “quarrel in a faraway country
betweenpeopleofwhomweknownothing”.
I hear a lot of pundits now talking about the
“asymmetryofinterests,”implyingthatRus-
sia is entitled to annex neighbouring coun-
tries’ landsforthesimplereasonthatitcares
for these lands more than the West. Others
opine that we should all get used to the idea
that the Crimea is gone, and that Russia will
never give it back. This is exactly what I was
toldinthesummerof2008–thatIshouldbe
resigned to the idea that a part of Georgian
territory, then occupied by Russia, was gone
forgood.

But this logic has its continuation. As we
know from history, the cycles of appease-
ment usually get shorter with geometric
progression. Soon, the same pundits may
declare–withtheirbestpokerfaceson–that
now Moldova is “lost”, or Latvia “lost”, even
some province of Poland. And just because
Russiaisnotinthemoodtogiveitback.

The biggest casualty for the West will not
be the countries which already are, or strive
to be, Western allies, but rather the princi-
ples on which the Western world is built.
The truth is that Georgia, Ukraine, and
Moldova are being punished by Russia for
their desire to live in a free and democratic
society – one very different from the Putin
model.

Certainly, Moscow didn’t seem to care
much about the minority Russian popula-
tionsinitsnearabroad–solongastheywere
comfortably ruled by corrupt cronies of the
Kremlin.Butovertheensuingdecade,Geor-
gia, Ukraine and Moldova have learned to
look to the West, not so much because of
geopolitical priorities, but because people
there aspire to a Western way of life that
respects human rights and universal values.
For this reason, the West must shelter these
countries not just out of pragmatic calcula-
tions, but for the very principles that turned
the Western democracies into the most suc-
cessfulsocietiesinhistory.

The basic facts are very clear. Russia
presents the greatest challenge to interna-
tional law and order since the 1979 invasion
of Afghanistan. And even though the West
has much greater superiority over Russia –
both economically and militarily – than it
ever had over the Soviet Union, today’s lead-
ers are reluctant to take advantage of this
asymmetry.

There is no appeasing Russia’s mad king
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War and peace The West
has taken Putin’s border
wars too lightly, writes
Mikheil Saakashvili.

S
tate governments are expected
to deliver further write-downs
when they hand down their
respective budgets over the
next few months. While a lot of
the focus has been on the

Abbott government’s first federal budget
next month, a rapid deterioration in reve-
nue and spiralling debt – mostly driven by a
slow-down in the resources sector – will
result in a sea of red for state governments.

Analysts say the worst may be over for
the states after the global financial crisis,
but the ongoing budgetary problems have
raised the debate over whether there needs
to be wider tax reform to make states less
dependent on Commonwealth funding.

A report by Canberra consultancy firm
Macroeconomics released on Monday
painted a rather grim picture for state
governments as they pull together their
2014-15 budgets.

It found state governments were sitting
on a total cash deficit of $19 billion this
financial year, with the big mining states of
Queensland, Western Australia and NSW
responsible for the bulk of it.

Like their federal counterparts, it said
state governments had failed to “bank” the
windfalls from stamp duty, land taxes and
mining royalties since 2002-03 to pay for
future infrastructure requirements.

As a result, they were increasing their
borrowings at a time when their revenues
were starting to slow. The total borrowing

of all states and territories is expected to top
a net $76.5 billion by 2016-17. Throw in state-
owned corporations – which have big capi-
tal expenditure programs to fund – and it
will top $131 billion.

“Unfortunately, many jurisdictions relied
on a narrow tax base and windfall revenues
to expand the public payroll during the
halcyon days of the property and mining
booms – sometimes at the same time, such
as WA and Queensland,” the report found.

“Many states will run persistent deficits
largely due to their inability to rein in
operating expenditure and their catch-up
on public infrastructure.”

While the report has recommended
federal Treasurer Joe Hockey “cut early and
cut often” to stem government spending –
mirroring Peter Costello’s big cuts for the
Howard government in the 1996-97 budget
– state governments have been caught in a
more precarious situation.

With their own revenue streams –
namely property taxes, payroll tax and
mining royalties – drying up, states have
become more reliant on Commonwealth
funds, including the goods and services tax
revenue and other grants.

Macroeconomics director Stephen
Anthony says while overall the budgetary
situation of states was pretty grim – with
further write-downs expected in the latest
roundofstatebudgets–thingswerestarting
to improve.

“I thinkit isharderforstategovernments,
but I think they are moving in the right
direction,” he says.

“Our view is a lot of adjustments have
been made to get them back to a stronger
position and collectively a lot of the states
are a lot better than they were two or three
years ago which suggests a lot of the hard
work has been done, such as in Queensland
and NSW.”

State governments when backed into a
corner have only limited options – cut serv-

even more pressure on state governments
to divert money from debt repayment into
capital works.

An expected $1 billion reconstruction bill
followingtropicalcycloneItawillonlymake
Queensland’s fiscal repair task even harder.

The other resources stronghold of WA is
also balancing the push to restore its AAA
credit rating with the Barnett government
deferring some election promises including
plans to build an inner city light rail.

NSW Treasurer Mike Baird was more
optimistic than his colleagues, saying the
government may top its own forecasts,
courtesy of a strengthening property mar-
ket.

But Baird says NSW still faced a fiscal bal-
ancing act when the O’Farrell government
hands down its fourth budget on June 17.

“There remains enormous challenges if
we are to deliver the services and infrastruc-
ture the people of NSW expect and deserve,
without sacrificing the AAA credit rating, as
all the other states with the exception of Vic-
toria have done,” he says.

He says while the O’Farrell government
has faced significant write-downs in reve-
nue, especially the GST, its largest source of
revenue, they would still pursue their sav-
ings and efficiency measures.

“We remain committed to maintaining
the fiscal discipline that we have demon-
strated over the past three years.”
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ices, increase taxes or sell assets.
The Liberal National Party government

in Queensland used its first budget after
coming into office in March 2012 to cut
14,000 jobs out of the state’s public service.

But with total debt expected to top
$80 billion by 2016-17 and revenue from the
coal boom slowing, Treasurer Tim Nicholls
is having to contemplate other options.

Premier Campbell Newman has
restricted his own treasurer’s options by
saying they won't sell the “poles and wires”
of the lucrative electricity network, only the
generation companies.

The Newman government bizarrely
turned to voters for the answers this week,
launching a $6 million “People’s Budget”
campaign to get punters to outline their
solutions to the state’s budgetary woes.

They can submit their budgetary solu-
tions plus also vote for what tax increases or
cuts to government services they would
accept as well as which public assets they
would like sold.

Mr Nicholls on Monday would not com-
ment on whether revenues would be worse
than forecast when he hands down his third
budget on June 3 but admitted state reve-
nues were under pressure.

“I think it’s fair to say revenues are under
pressure from a variety of things including
the ongoing strength of the Australian dol-
lar, falling prices of coal particularly and we
are certainly seeing some changes from
state-based taxes and GST,” he says.

“It again highlights the need to get rid of
the $4 billion a year in interest we paying on
the $80 billion of debt.”

But like other states, Queensland is
caught in a bind between paying down debt
– mostly to help retrieve the AAA credit
rating it lost in 2009 – and building much-
needed infrastructure.

The Abbott government’s incentive
program to contribute to infrastructure
projects if public assets are sold will put
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