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BYuT Picks up Support in the East
Some 55,000 supporters of the Bloc of Yulia Tymoshenko (BYuT) took to the streets of Kharkiv,
Ukraine’s second largest city, in a huge show of support for the Opposition bloc in the east of

the country.

The supporters,
many dressed in
white BYuT T-shirts
and waving flags
emblazoned with
BYuT’s red heart-
shaped logo,
applauded Yulia Tymoshenko,
the bloc’s leader and stayed
untii dark to savour the

carnival atmosphere.

4 Ms Tymoshenko touched a
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question was “how was it that

after 16 years of Independence in Ukraine nothing had changed?”

She told them that despite attempts to lure
her bloc into the governing coalition, she had
remained faithful to the cause of justice, fair-
ness and transparency. After sharing her vision
for a new, vibrant and prosperous Ukraine,
underpinned by the rule of law, she expressed

her desire to take a 226-seat majority in the

450-seat Verkhovna Rada. “With your support,
my hope is to show those in power how we can all live together in

a better society,” said Ms Tymoshenko.

The Bloc recently published a 319-page document called
“Ukrainian Breakthrough: Towards a Fair and Competitive
Country,” which outlines the bloc’s free-market platform
which is tempered by social welfare policies to improve the

standard of living for all Ukrainians.

During the 2006 parliamentary election, BYuT did well in the
east, securing strong second places in both Kharkiv and

Zaporizhia. It also won in the historically eastern-leaning
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Kirovohrad oblast with 33 percent of the vote and came a strong second in the region of

Dnepropetrovsk with over 15 percent of the vote.

“The east is a key battleground for this election,” said one political analyst, “and the

underlying strength of support for BYuT in Kharkiv will be unnerving the Regions.”

Prior to the rally, BYuT billboards in Kharkiv were vandalised with black paint. On the day of the
rally, about 1,000 anti-Orange protesters, some of them drunk and others wearing black uniforms
and masks, tried to sabotage the mass meeting. The security forces, supported by BYuT activists,

were praised for keeping them from the rally and ensuring the proceedings were peaceful.

“These mindless actions illustrate that we have them on the back foot,” said Ms Tymoshenko.

Shady Deals on Increase as Election Looms

The possibility of a change of government after the 30 September parliamentary election has
triggered a frenzy of activity by government officials to push through sales of state-owned
enterprises. This hasty rush to divide the spoils has prompted a backlash of criticism from the

opposition parties.

One of the most controversial privatisations is the Odessa Portside Plant which is Ukraine’s top
producer of nitrogen fertilizer and ammonia. Valentyna Semenyuk, the chief of the State
Property Fund charged with the sale, said that she would press ahead regardless of mounting

criticism.

A vexed President Viktor Yushchenko recently remarked, “l feel extremely suspicious of
institutions or powers that are trying to initiate any privatisation process today. | am convinced
that the current State Property Fund is incapable of an unbiased, objective privatisation that is
based on competition and

law.”

The concern is that the
Odessa Portside Plant will
go the same way as the
original sale of the
Kryvorizhstal steel mill —
faling victim to a rigged

tender and sold for less

than its true value. In the

case of Kryvorizhstal, the A vuiia Tymoshenko, Leader of the Opposition visits the Acelor Mittal
Kryvyi Rig (Kryvorizhstal steel mill) which was sold for six times its original

mill was originally sold for sale price thanks to her efforts.

$800 million to companies
controlled by Viktor Pinchuk, businessman and former-President Kuchma’s son-in-law, and Rinat

Akhmetov — the richest man in Ukraine and in the top ten of the Party of Regions electoral list.

The sale of Kryvorizhstal was eventually overturned and the steel mill sold to Mittal Steel in
October 2005 for $4.8 billion in a transparent televised auction instigated by Yulia Tymoshenko,

Leader of the Opposition and of her eponymous bloc.

As for the Odessa Portside Plant, the major concern is not the host of unanswered questions -
such as who owns an important ammonia pipeline that feeds the plant - but the apparent

inability of the Yanukovych-government to hold fair and transparent auctions.
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Dniproenergo stake sold to Akhmetov at bargain-basement price

Confidence in a process that appears to feature political largesse was undermined further last
week, when officials representing the state’s majority stake in the electric power generator
Dniproenergo, agreed to dilute the company’s shareholding by supporting a 52 percent

increase in its share capital.

The only company allowed to

purchase the shares was
Donbass Fuel-Energy (DTEK), the

<« viktor Pynzenyk

energy arm of Mr Akhmetov’s
System Capital Management

holding company.

DTEK increased its holding in Dnipro-
energo to 40 percent, reportedly
paying $208 million. The current market
value of the shares is believed to be as

much as $700 million.

Tomas Fiala, director of Kyiv-based
investment bank Dragon Capital, was
reported in the Financial Times as
saying, "It is kind of an inside deal and
not very transparent. Mr Akhmetov

was allowed to buy at $100 per share, a big discount to the $390 market price."

Proponents of the deal say that DTEK pledged to invest a further $200 milion to pay-off the
energy company’s debts, yet analysts believe a far greater amount would have been raised by

simply auctioning the shares in an open tender.

"We see how this government is working in tandem with business,"” commented Yulia
Tymoshenko, Leader of the Opposition and of her eponymous bloc, “this is cronyism on a
massive scale designed to favour those in Yanukovych’s elite inner circle at the expense of
ordinary tax payers. We know of other plans being rushed through that are in the pipeline, such

as the Kyiv factory, Bilshovyk. This is a national scandal.”

Earlier this year, the State Property Fund sold the locomotive plant, Luhansk Teplovoz, for at
least half its market value to Russian investors under what has been described as “a highly

questionable tender.”

BYuT officials hinted that several of the most shady sales would be examined after the election
with the prospect that they may be returned to the state for a fair and transparent tender. “Let
us be unequivocal on the issue of re-privatizations,” said Viktor Pynzenyk, “investors can sleep
easy, there will be no mass re-privatization programme, BYuT believes one-hundred percent in
protecting shareholder interests, however we will not tolerate flagrant illegality and will see to it
that justice and fairness prevail. More than any other bloc we stand for transparency, stability

and predictability in business matters.”
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The inequitable and unpredictable behaviour of the governing coalition is leading to a
widespread reappraisal of the Party of Regions as the party sympathetic to big business. The
recent Decree 31 (see Inform Issue 46, “BYuT Slams Gas Price Cap”), which obliges foreign gas
companies involved in Joint Partnership Agreements to sell gas to the state at a rate below
market and even production costs, has spooked international investors considering investing in
Ukraine’s under-developed energy
sector. The Odessa Portside Plant
and Dniproenergo scandals only

add fuel to the fire.

The last word on this issue is best
left to an editorial piece in last
week’s Kyiv Post: “Simply said, this,
Yanukovych’s second government,
has failed to conduct a clean priva-
tisation tender. Ukraine has little time
to waste. Yanukovych should not be
allowed a third strike before he is
called ‘out.” Ukrainians should vote
to bring in a more responsible

government. For all its infighting, the

A Where have | seen that braid before? Yulia
Tymoshenko embraces a future Prime Minister in the
making while campaigning in Kirovograd on 28 August. certainly at least managed to hold

Orange government from 2005

transparent sales and begin to

weed out corruption.”

Questions or comments? E-mail us at nlysova@beauty.net.ua
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