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The port of Odesa is undoubtedly one of the flashpoints for Russia’s war of ag-
gression against Ukraine. Already after the annexation of Crimea and the es-
tablishing of Russian control over the Kerch Strait, commercial shipping be-
came virtually impossible for Ukrainian merchant enterprises. Nevertheless,
after entering a full-scale war, Russia effectively blockaded the port and cut it
off its sea routes in the spring and summer of 2022.

In contrast to the 19th century, grain exports from Odesa are less important
for Europe and predominantly feed many African and Asian countries such
as China, Egypt, Turkey, Iran, Pakistan, and Bangladesh. Perhaps these new
routes, distant from more Western countries, have made the importance of
Odesa’s grain exports to the world economy less visible in the present.’ It was
not until the Russian war of aggression against Ukraine that the significance
of Odesa and its port in global food distribution became abundantly clear - a
place that Odesa had won due to far-sighted decisions and the development of
transnational links in the early 1800s and regained with considerable determi-
nation after Ukrainian independence.”

What applies to the port of Odesa also applies to the wider economy of’
Ukraine - it has a troubling imperial and Soviet past and a contested present.
The history of Ukraine’s economy examines its evolution, including structures,
institutions, and processes, and the relationships between economic and non-
economic factors such as politics, culture, and demography. This chapter will
illuminate some key areas of Ukraine’s economic history from the 18th century
up to the 2022 Russian military invasion from a birds-eye perspective.

I will give an insight into Ukraine’s multifaceted history by concentrating
on three commodities, or resources, that encapsulate much of Ukraine’s econ-
omy: wheat, coal, and natural gas primarily used for burning. As a country in-
credibly rich in raw materials and fertile soil, Ukraine’s economy has been ori-
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ented around food and energy for centuries. It is no exaggeration to say that
Ukraine fueled the Russian Empire, the Soviet Union, and several parts of the
modern world.

The story of wheat, coal, and gas also helps answer the following questions:
who sets the course of the Ukrainian economy — local, regional, national, impe-
rial, or global actors? When did Ukraine experience economic autonomy, and
how high was its interdependence within imperial or global economic geogra-
phies? Which financial goals were followed and what were the models? In this
contribution, I intend to use economic history as a lens into the political, social,
and cultural phenomena of Ukraine's history in the 19th and 20th centuries. A
better understanding of Ukraine’s economy helps to gauge the imperial and
Soviet legacies within present-day Ukraine, both as a burden and an opportu-
nity.

Ukrainian history is largely the history of a region that did not merge into
a legal national entity. The question of when exactly, and how, Ukrainian his-
tory began is widely disputed.’ From the perspective of economics, a nation-
state is needed as a container to facilitate a national economy, and things tend
to get messy in the Ukrainian case. Although Ukraine lacked legal sovereignty,
in many respects, it was still a distinct economic region separated from the
so-called Russian “Motherland”. In the following chapter, I will use the estab-
lished approach for circumventing this problem by focusing on the area that is
today’s territory of Ukraine — Left and Right Bank Ukraine, Southern Ukraine,
and Crimea - territories that had previously been divided between the Habs-
burg, Ottoman, and Russian Empires.

Imperialism and Economy

The following map (Fig. 1-1) shows the main industrial products for every re-
gion of Ukraine in 2006. While the numbers might have changed, it is still help-
ful for providing a general overview of Ukraine's key industrial centers. What
immediately catches the eye is the fact that most mining and metallurgical pro-
duction is concentrated in the country’s south-east. The center of all this is the
Donets Coal basin (better known as Donbas), a mining area comparable to the
German Ruhrgebiet, which also fueled the country’s industrialization (and mil-
itarization).



https://doi.org/10.14361/9783839466643-013
https://www.inlibra.com/de/agb
https://creativecommons.org/licenses/by-nc/4.0/

Boris Belge: Grain, Coal, and Gas. Ukraine’s Economy since the Eighteenth Century 103

Fig. 1-1: Ukrainian Economy, 2006. Wikipedia Commons.
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Fig. 1-2: Soil Map of Ukraine. Source: General Directorate of Surveying and Cartography of the
Soviet Ministry, GUGK, SSSR, 1977. Downloaded from the European Soil Data Centre (ESDAC).
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The second map (Fig. 1-2) gives an impression of the different types of
Ukrainian soil. Attention needs to be drawn to the grey and pink areas where
the so-called “chernozem” (black soil) and “castanozem” (brown earth) are
located. Chernozem is fertile soil rich in humus and, therefore, most appro-
priate for cultivating grain. As a consequence, Ukraine was, and remains, one
of the biggest international producers of wheat and rye.*

Both maps highlight Ukraine’s extraordinary wealth of resources. This
alone is not enough for an economy to flourish, however. Resources must
be developed, mined, cultivated, and introduced into economic cycles. The
fundamental question about this process is not only how these processes took
place but also for whose profit. The answer to the latter question reveals the
nature of the area’s historical power structures, of which this chapter explores
one, in particular. Scholars have previously considered whether Ukraine could
be described as Russia’s colony, a topic that has caused heated debates.’
This uneasiness is mainly rooted in understanding colonialism as a cultural
operation, forcing hegemonic representations of a ruling elite onto local pop-
ulations.® A point of concern is, for example, the applicability of cultural terms
such as “racism” within the Russian context. However, it is important to note
that colonialism emergence as an analytical concept was initially defined in
economic terms, being understood as “the process of control of supplies of
raw materials, mineral resources and markets in underdeveloped and pre-
capitalist regions.”” Much of the literature since being published has also
tended to distinguish between different types of colonialism. When taking
a closer look at Ukraine’s history, three forms of colonialism are especially
applicable: exploitation colonialism, settler colonialism, and internal colonial-
ism. These three types are not mutually exclusive but instead provide different
perspectives on the complex process of colonization.

Exploitation colonialism is focused on the extraction (and exploitation) of re-
sources or labor force for the benefit of the imperial metropole. The dominant
form of colonial presence in the colonized territories is thus the trading post
and colonial centers in which a small group of colonists constitute the political,
economic and administrative elite. The early colonization of Northern America
and Africa are a paradigmatic example for this type of colonization. It is also
applicable to the colonization of Siberia in the 17th and 18th centuries.

Settler colonialism is “a distinct type of colonialism that functions through
the replacement of indigenous populations with an invasive settler society
that, over time, develops a distinctive identity and sovereignty”.® This large-
scale immigration of settlers is often driven by religious, political, or eco-
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nomic motives. However, it also differs from other forms of colonialism in that
settlers frequently become a permanent social presence, perpetuating forms
of living, domination, and economies that endure beyond the end of formal
colonial rule.’ In Ukraine, this process can be observed beyond the second
half of the 19th century, when the settlement of Southern Ukraine ended and
the territories of “Little Russia” and “New Russia” were incorporated into the
Russian Imperial framework.

Finally, internal colonialism is a widely used term that differentiates Rus-
sia’s colonial experience from the British (or French, or Portuguese) example.
Legally, the colonized territories are already part of the state and not discrim-
inated against by the center. Still, the structural power between these areas of
the state is unevenly distributed, especially when it comes to the exploitation
of resources.

As I will demonstrate in this chapter, Ukraine witnessed all three types of
colonialism. Moreover, over the past decades, scholarly understanding of colo-
nialism has also widened considerably, bringing social, political, and cultural
factors into the equation. Culturally inspired historiography, however, has in-
creasingly turned a blind eye to economics, focusing on people and cultural
signs. In this context, the exploitation model of colonization differs from these
approachesin thatit places resources at the center of attention. Bringing these
material factors back into the analysis and returning to an economic narrative
of Ukraine’s history inside the imperial framework of the Russian Empire, the
Soviet Union, and even the 1990s can therefore offer new insights. I will do so
by elaborating upon three different arguments. First, I will assess the history of
the grain trade in Ukraine and what this tells us about Ukraine as a cornerstone
in Russia’s imperial framework. I will then consider how the Donbas served as
the coal mine of the Russian Empire and the steel plant of the Soviet Union,
but St. Petersburg and Moscow’s rule over Ukraine did not mean colonial ex-
ploitation of the latter entirely. Instead, Ukraine’s East became an industrial
center by itself. Finally, I will discuss how the construction of the main Russian
gas pipeline through Ukraine undisputedly tied Ukraine’s economy to Russia’s,
a problem that became virulent in the 1990s and 2000s when both states ac-
quired independence and began to drift apart politically.
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Grain

The cultivation of grain and Ukrainian national identity are inextricably linked.
In fact, the country’s flag is said to present a blue sky over a golden wheat field.
In the history of Ukraine, grain served three functions: it was a foreign trade
commodity, a geopolitical weapon, and the main source of food. I will explore
these different functions in turn.

The territories of Ukraine have always been used to cultivate grain. In
Ukraine, peasants grew rye in the north and wheat in the south (with some
small portions of oat and hops). Today, sunflowers have also come to share
a large proportion of Ukraine’s agricultural fields. Russia claimed Ukraine’s
wheat early on. In the time of Tsar Peter I, Left-Bank Ukrainian merchants
were forbidden from dealing directly with their Western counterparts since
the state tried to monopolize trade. In the middle of the 18th century, Left-
Bank Ukraine was itself integrated into the Russian market.™

Catherine II's conquest campaigns from the 1770s to the 1790s were also
driven by the desire to get better access to the Black Sea and provide Russia
with the ability to ship larger quantities of grain." In 1794, the Tsarina’s troops
conquered the Turkish city of Khadzhibey, leading her to announce the found-
ing of a new imperial Russia city at this century-old place of settlement. Odesa
would soon become Russia’s biggest port for grain export.'* Short transporta-
tion routes to export corridors quickly fueled the rapid expansion of Ukraine’s
agriculture with the hinterland of these Russian-ruled Black Sea ports, then
called “New Russia” or Novorossiya, developing into the breadbasket of Europe.

In the 19th century, as the population of Ukraine and the wider Russian
Empire continued to grow and European-led globalization started to acceler-
ate, capitalist logic began to influence grain cultivation. To Russia’s economic
plannersitwas evident that they had to exploit Ukraine’s soils as much as possi-
ble since grain promised an export surplus that the Empire could then leverage
in order tojoin the international gold standard. This was a monetary system in
which the standard economic unit of account was based on a fixed quantity of
gold — making money convertible, serving as basis for the international mon-
etary system from the 1870s to the early 1920s, and effectively until the 1970s.
Membership in the club of gold standard states also increased its attractive-
ness to foreign debtors.” The plan to join was concocted by the Imperial Fi-
nance Minister Sergei Ju. Witte. This plan worked: Russia’s trade balance prof-
ited from exporting ever more grain up until the 1900s (Fig. 1-3).
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Fig. 1-3: “Wheat Exports of the Russian Empire (including Ukraine), 1861-1913”,
Source: Falkus, M.E., Russia and the International Wheat Trade, 1861-1814,
New Series, Vol. 33, No. 132 (Nov., 1966), p. 417.

Grain was not only a commodity, however. During the Soviet period, it
also came to be regarded as a weapon for social engineering; in the 1930s,
Joseph Stalin and his entourage had grain firmly in their sights when order-
ing the forced collectivization of farmland. Ukraine, one of the agricultural
hotspots of the Soviet Union, was hit to a catastrophic extent by this assault
on local peasants, ushering in what came to be known as the “Holodomor”,
highlighting the genocidal consequences behind Stalin’s intent to break the
Ukrainian peasantry through brute force.”* While the US Congress and the
German Bundestag (among other parliamentary bodies) later acknowledged
the Holodomor as a genocidal crime, scholars still discuss to what extent
Stalin had waged war against the peasantry in general, or specifically against
Ukrainians. Without question, economic rationale had played a role: the
Holodomor could not have happened without Stalin’s plan to boost the heavy
industrialization of the country and the inevitable demands this created
for workers and food, and the simultaneously forced collectivization of the
countryside.
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This relates to the third point: grain is, first and foremost, a food stuff.
Large armies need food as much as weapons — the present war is no exception
and supplying food is an essential task for the state. There were mainly two
reasons for the lack of grain in the 19th and 20th centuries: famines and wars.
While bad harvests stemmed from natural causes, such as drought, sand-
storms, or heavy rain, the resulting famines were often the cause of political
decisions.” In principle, Russia rarely suffered from harvesting too little grain
and would have been able to provide for its population through improved
redistributing across the empire and access to grain stores. This, however,
seldom happened. Conflict also tended to exacerbate the scarcity of food,
with the grain fields of Ukraine serving as a battleground in both world wars.
The main reasons for the first Russian Revolution in 1905 and the February
Revolution 0f 1917 (for which Ukraine was a major theater) were not cultural or
political in nature, but stemmed from economic conditions, specifically high
bread prices and widespread starvation under the impression of two wars (the
Russo-Japanese War of 1905 and World War I).

Throughout the first half of the 20th century, Stalinism and the Second
World War deprived Soviet Ukraine’s recovery as a producer of grain. Dur-
ing the Cold War era, Stalin’s successor Nikita Khrushchev implemented some
concessions that allowed local peasants to conduct independent small-scale
agriculture. As a result, the peasantry was incorporated into the Soviet wel-
fare state. However, the deficiencies of collectivized agriculture soon became
apparent, and by the 1970s, the Soviet Union had become a net importer of
grain.’ The heavy legacy of the Soviet era continued to affect Ukraine’s agri-
cultural sector, with the kolkhoz (collective farming) system remaining in place
until 2000. By the end of the 1990s, agricultural production had dropped to
just 50 per cent of its 1989 level. Since 2000, there has been a slow recovery
in the agricultural sector. In 2008 and 2009, the country once again ranked as
the sixth largest grain producer in the world.”” However, the lingering effects
of the Soviet era are still felt today, as Ukraine continues to grapple with the
challenges of transitioning from a collectivized agricultural system to a more
modern, market-based approach.

The story of grain is as much about internal politics as it is about Ukraine’s
entanglements with Russia, Europe, and the wider world. Still, Russia’s hunger
for grain — both rye for domestic use and wheat as a trade commodity - turned
Ukraine effectively into a grain-supplying “colony”, dominated by the imperial
center. This led to another problem: asymmetrical trade relations and resulting
dependencies. Since Ukraine’s economy was set to achieve Russia’s agricultural
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surplus, Ukrainians could not always choose between several development op-
portunities freely.

Coal

While the story of grain could easily fit into a colonial narrative for Ukrainian
history, the story of coal, being in some ways, like grain, a fuel supply, is much
more complicated. In fact, the beginning of coal mining in the South-East-
ern Ukrainian region of Donbas in the 1870s marked a fundamental shift in its
economy. Ukraine now started to develop into a major European industrial re-
gion rather than being “only” an agricultural supplier of grain for the Russian
and wider European economy. Prior to the rise of oil, coal was the dominant
energy source, with the Donbas providing about 70 per cent of that consumed
in the Russian Empire.*®

After the Russian Civil War, industrial production in the Soviet Union had
fallen to one-tenth compared to the pre-war level. It was Ukraine’s coal that
would fuel the recovery of the Soviet economy. Already in 1926, the Ukrainian
coal industry had returned to 95 per cent of the pre-war level. With Stalin’s de-
cision to force the country’s industrialization, Ukraine became even more im-
portant to the Soviet economy of the 1920s and 1930s. Without Ukraine’s coal
and iron, the Union would not have been able to produce the amount of steel
projected for the first five-year plan. Indeed, from 1932 to 1933, the industrial
region of Donbas-Dnipropetrovs’k-Kryvyi Rih produced 70 per cent of hard
coal and 70 per cent of iron for the entire Soviet Union. From a global perspec-
tive, the numbers are equally impressive. In 1937, Soviet Ukraine was the third-
biggest producer of iron and fourth biggest for coal in the world. In the first two
decades of Soviet rule, southern Ukraine became an industrial region, and the
number of workers quadrupled in only a few years. During this time, urban-
ization in South-Eastern Ukraine also increased, leading to significant popu-
lation growth in cities like Stalino (Donetsk) and Zaporizhzhia. Between 1926
and 1939, the populations of these cities grew from around 105.000 to 462.000
in Stalino and from 56.000 to 289.000 in Zaporizhzhia.”

In Marxist (and thus Bolshevik) ideology, industrial workers represented
the core of revolutionary movements. In the early 1900s, strikes by minework-
ersin Southern Ukraine challenged the authorities and led to revolts during the
1905 Revolution. The history of coal challenges the narrative of Ukraine being
a colony of Russia. While being politically ruled by Moscow, Southern Ukraine
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was portrayed as the beating heart of Russian industrialization, as a famous
poster from 1921 showcased (Fig. 1-4).

Fig. 1-4: “Donbass serdtse Rossii.” The New York Public
Library Digital Collections. 1921.

Donbas was not an exploited periphery but developed into a full-fledged
economic center for the rest of the Empire. This gave the region and its people
some leverage, influence, and attention. Southern Ukraine became the place
“where the steel was tempered”, to paraphrase Alexander Ostrovsky’s famous
novel, in the late Russian Empire and the first decades of the Soviet Union. This
was made possible by large investments from foreign investors and protection-
ist policies that ensured Ukrainian coal stayed in the country. The Donbas’ de-
velopment into a center of heavy industry also transformed the wider region
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with workers from all over the Russian Empire and Soviet Union migrating to
south-eastern Ukraine.”® What emerged was not the “russification” of the re-
gion but, instead, the development of a specific regional identity, filled with
pride as being the “heart of Russia’ (Rossiia), and fueling the economy of the
Soviet Union.

This central economic position of Donbas was challenged in the early 1930s
when Stalin’s prized megaproject, the new city of Magnitogorsk, shifted the
Soviet Union’s economic geography towards, and beyond, the Ural Mountains.
However, Donbas (and with it, Ukraine) remained an industrial center of the
Soviet Union - continuing to exert a socio-economic gravitational force over
those Russians who came to work and live there. In the last Soviet Census of
1989, 45 per cent of the population of Donbas reported their ethnicity as Rus-
sian.” This high percentage distinguished this region from other parts of inde-
pendent Ukraine, with the Donbas emerging as a regional bastion of the pro-
Russian former Ukrainian president Viktor Yanukovych and the oligarch Rinat
Akhmetov, the wealthiest man in Ukraine and known as financier and unoffi-
cial leader of the Party of the Regions.

Natural Gas

Long before the annexation of Crimea and the start of its war of aggression
against Ukraine, Russia had already waged a certain type of war throughout
the 2000s that saw a series of “gas wars” between both countries.*” During this
decade, Russia weaponized its gas pipelines running to and through Ukraine
to exert influence over the country’s political landscape, setting the price of gas
in conflict with the transit fees being demanded by Ukraine. As part of the post-
Soviet economic space, Ukraine had benefitted from reductions in gas prices
and fees paid by the Russian Federation for flow rights. This advantage turned
into a big disadvantage when the Ukrainian leadership lost favor with Russia,
and the Kremlin started to use gas pricing and delivery for blackmailing. The
contemporary picture of Ukraine as a transit country for natural gas overshad-
ows the fact that it had previously possessed its own natural deposits. After the
Second World War, Soviet Ukraine was one of the main gas producers within
Comecon, the Eastern counterpart to the then European Economic Commu-
nity. Most of the gas consumed in Poland, for example, came from Ukraine.
Indeed, during the 1950s, the Ukrainian gas fields amounted to almost half
of total Soviet gas production. Two decades later, the yield from Shebelinka,



https://doi.org/10.14361/9783839466643-013
https://www.inlibra.com/de/agb
https://creativecommons.org/licenses/by-nc/4.0/

Boris Belge: Grain, Coal, and Gas. Ukraine’s Economy since the Eighteenth Century

Ukraine’s biggest gas field in Kharkiv oblast, peaked at 68.7 million rubles in
1975. This was 23.8 per cent of the Soviet production volume.

In the late 1960s, West Germany reached out to the Soviet Union to satisfy
its own economic hunger for natural gas, exacerbated by multiple crises in the
oil market. Given the growing demand for gas, the Soviet Union could only
meet these requests if it could develop the vast gas fields of western Siberia.
However, under Leonid Brezhnev, the country lacked the necessary funds,
prompting it to reach out to potential partners on the other side of the Iron
Curtain. While the United States and Japan refused to respond to Brezhnev’s
appeal, the Soviet Union and West Germany instead embarked on a new path
of collaboration: the “gas for pipes” deal. This provided the Soviet Union with
loans and necessary materials (around 1.2 million tons) for building the new
pipelines — under the condition that it would deliver 3 billion cubic meters in
natural gas to Germany on an annual basis.?

Representing the biggest deal between the Soviet Union and Germany
since the Third Reich’s invasion, the agreement itself was celebrated as a
significant cornerstone of German Entspannungspolitik, easing tensions across
the blocs and (in an admittedly rather teleological perspective) leading to the
fall of the Berlin Wall and the end of the Cold War. This specific deal is also
at the root of later economic entanglements between Germany, the Soviet
Union, and its legal successor state, the Russian Federation. The idée fixe of
making peace by making business was as strong as it proved to be ultimately
flawed. One of these deficiencies was that it overlooked the tremendous costs
forced upon Ukraine. As early as the Winter of 1973-74, the Soviet Union
experienced its own shortage in gas supply, but still insisted on meeting its de-
livery obligations with Western partners. To fulfill these obligations, Moscow
simply rechanneled natural gas initially designated for Soviet Ukraine to West
Germany, causing a major disruption to the former’s gas supply. Factories
were closed, and households could not be heated. Jeronim Perovi¢ pointedly
observes that “in the Soviet Union, the country with the world’s largest proven
fossil natural gas reserves, its own citizens were freezing.”**

This early example shows that depriving Ukraine of its gas supply is not
a post-Soviet phenomenon, but a development deeply rooted in the German-
Russian gas business. However, the tension between Russia and Ukraine in-
tensified after 1990. Overnight, Ukraine became a transit country and a large
importer. Utilizing the country’s economic dependence and debt to Russia, ex-
erting pressure on this newly independent nation providing a means of consol-
idating regional control. When Russia reduced its gas delivery (again) in 1993
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and 1994, a major energy crisis broke out. Consequently, the early 2000s were
marked by ongoing negotiations between Russian and Ukrainian officials over
the latter’s debt towards Gazprom, with the matter only being resolved shortly
before the outbreak of the Orange Revolution of 2004.

During the late 2000s, Russia and Ukraine engaged in ongoing discussions
regarding the gas pipelines that linked their economies. However, it is notable
that from 2005 onwards, there was a significant decrease in the import of gas
from Russia to Ukraine, with the European Union beginning to play an increas-
inglylarger role in the energy relationship between the two countries. This shift
in the energy dynamic between Russia and Ukraine highlights the complex na-
ture of the issue, but it is also important to consider the deteriorating relation-
ship between the two countries. Russia, specifically, has attempted to bypass
Ukraine with the building of the North Stream pipelines, which were designed
to transport gas directly to Germany, effectively cutting out Ukraine and de-
priving it of transit fees. Thus, the colonial situation in the case of gas repre-
sented a sequence of resource exploitation, followed by control and dominance
over energy supply: the Soviet Union drained the Ukrainian gas fields in the
1960s and 1970s, advertently or inadvertently forcing Ukraine to become de-
pendent on Russia for gas imports.

Conclusion and Afterthoughts

Russia was a unique type of imperial state. Deprived of access to overseas ter-
ritories, Russian imperialism took a different shape to that of the British or
French. Andreas Kappeler was among the first to point to the peculiarities of
the widely asymmetrical and complex political, social, cultural, and economic
fabric of the Russian Empire.? The blurriness between the “center” and the pe-
riphery stands out as one of the key features. The case of Ukraine, as well as that
of the other Western “provinces” of the Empire, underlines this argument. This
should, however, not distract us from the clear and direct power relations that
benefited some while harming many.

In conclusion, examining Ukraine’s economic history helps us to under-
stand the flow of goods within and outside of this important economic space.
Itallows us to draw borders between regions and take a closer look at the spatial
ordering of Ukraine and its relations with other countries and regions. More-
over, itis also important to consider the role of resources, soil, economics, poli-
tics, and culture in shaping these borders. Ukraine was both a colony and a core
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part of an empire, and this Janus-faced integration had a significant impact on
its socioeconomic development. Willard Sunderland pointed out that “Russia’s
‘internal expansior’ (the intensification of settlement and the reorganization
of society) and ‘external expansion’ (colonial conquest and immigration) pro-
ceeded together”* leading to its ambivalent relationship with other European
economies and its disentanglement from Russian dominance. This shared past
with Russia continues to influence Ukraine’s economy today.
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