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Foreword

Craig Calhoun

For seventy years, Western policy makers and social scientists obsessed anx-
iously over the Soviet threat. For twenty years after the collapse of the USSR
they have underestimated the importance of Russia. It is time to move past
both exaggerated anxiety and relative neglect. Likewise, since the collapse of
the Soviet Union Russian intellectuals themselves have vacillated between
overstated assertions of the country’s power and importance, and insecure
catalogs of unfavorable international comparisons highlighting its weak-
nesses and problems. Again, understanding Russia today demands moving
beyond these misleading extremes. And understanding Russia is crucial to
understanding what sorts of futures are open on a global scale.

Russia is a major power. Its territory and its natural resources are huge.
Though its military was disrupted and damaged during the post-communist
transition —not least as equipment was stolen and sold abroad —it remains a
nuclear power. After a wrenching transformation from communism to capi-
talism, Russia’s economy is extremely uneven; massive profits haven't trans-
lated into either widespread economic opportunity or enough investment
in new technology and other long-term sources of growth. But the Russian
economy is nonetheless one of the world’s largest—and larger in purchas-
ing power parity than nominal values would suggest. It has great growth
potential. The Russian state is beleaguered by its own transitional problems
but has achieved considerable stability. Some leaders call for modernization
and others for a new nationalism, but there is little doubt that most share
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a commitment to economic development led by a strong state. Russia still
faces enormous challenges in achieving stable economic growth, in delivering
social services, in maintaining security throughout an ethnically diverse and
far-flung territory. But how Russia faces these challenges is not just a local
question, it is a question of global significance.

This makes the current book both timely and important. In it, a group
of leading Russian intellectuals and social scientists join with front-rank
researchers from around the world to examine processes of social, political,
and economic transformation in Russia. Some of these processes are pursued
as an active project, often under the label of “modernization.” This is some-
times articulated as a more scientific and internationally oriented counterpart
to nationalism. The two are not sharply opposed, however, and the authors
here show how political challenges and ambitions interact with agendas for
institutional reform and economic growth. At the same time, the chapters
make clear that neither politics nor economics alone holds the key to Rus-
sia’s future, since questions of social inequality and participation, and more
generally of social reproduction, will also be decisive. Part of the contribution
of the book is, indeed, to show how these three dimensions are inextricably
interconnected. At the same time, the authors do not shy away from critical
perspectives on challenges facing Russia, both in its domestic policies and
in its international relations. Indeed, there is no likely future in which Rus-
sia’s global context will not be a basic factor in its domestic affairs. Likewise,
Russia’s domestic successes and failure’s will inform what kind of interna-
tional actor it is and whether it will be a force for stability or disruption on a
global scale. It is appropriate that this book is published as part of the Pos-
sible Futures series in which distinguished social scientists explore factors
that shape ways in which global order—or disorder—may develop over the
coming decades.

The Return of Geopolitics

Russia is one of a small number of states that will play leading roles in an
increasingly multilateral—or more worryingly, multipolar—world. U.S.
hegemony is in decline, and with it five centuries of EuroAmerican global
domination. But neither the United States nor Europe will fade from global
power. Indeed, the United States remains the world’s leading power. Its hege-
mony may decline slowly or more precipitously; in either case, the precise
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way in which it adapts to a less dominating role will be crucial. How much
European countries will act in concert and how much as separate nation-
states also remains to be seen. The experiment in European unity is echoed in
other regional blocks; at the same time, countries distant from each other are
developing new models for cooperation, both in international organizations
and in bilateral relationships. If the end of hegemony is not to be the begin-
ning of chaos, cooperation among major powers will be vital. Along with the
United States, Russia, China, India, Brazil, and Turkey are all likely to be
leaders, perhaps along with Iran, South Africa, and others.

Those not part of this big country club will not be irrelevant or unilater-
ally dependent. Some small countries wield disproportionate financial clout;
some have remarkable natural resources. Europe is not the only region trying
to achieve greater strength or security or market standing by regional inte-
gration. This is likely to be important to South America, Africa, and Asia
(whether of a larger or a subregional scale). Russia itself will act not only as
an individual nation-state but also as the hegemonic power in its region. And
beyond spatially compact regions, religions and solidarities of language or
culture will bind otherwise diverse countries. Western Christendom and the
Orthodox world may or may not overcome long-standing divisions to unify
Christendom, but both will matter. Likewise, the Umma Islam will contend
with its own schismatic tendencies but also keep extending and renewing
long-distance links.

Crucially, geopolitics may well return to center stage. It never became
irrelevant, even though it was pushed into the background during the eras of
global European empires, capitalist integration of the modern world system,
and enormous but asymmetric expansion in technological capacities. There
was a fantasy of air travel and electronic communications linking the whole
into a synchronous whole, but this was never altogether achieved. Today, both
unequal development and economic crises limit capitalist unity, and for all the
remarkable speed of global communications, these are used as much to mobi-
lize people on lines of cultural difference as to overcome such difference. The
political geography of the near-term future may look in some ways like the
eras of empires past.

One of the pioneers of modern geography, Sir Halford Mackinder, saw
the center of the Eurasian landmass as “the pivot of history.” Politicians
between the World Wars were impressed by his notion that Germany and
Russia needed to be separated by an East European buffer lest they be joined
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by force or diplomacy and come to dominate the world. But Mackinder also
worried about a new Asian empire integrating Russia with China and Japan.
And indeed, something like this was the project of “Eurasianists” a century
ago—and of Eurasianists like Alexander Dugin today, even if they command
only a tiny political following. If Mackinder’s specific political predictions
don’t arouse the fears they once did, his broader arguments about the lit-
eral centrality of Central Asia may gain renewed currency. Traffic across and
along the coasts of the great Eurasian landmass is once again linking the
political economies and cultures of the supercontinent. Russia is of pivotal
importance.

At the same time, the future of Russia is inextricably bound up with the
future of the modern world system. This is true partly because of the dis-
proportionate importance of energy and other natural resource exports to
the Russian economy. Trade requires markets. But as the current unusually
hot summer is reminding policy makers, Russia is an importer too. And the
issues are not just net trade balances but specific relationships, especially with
other countries throughout Asia and the Middle East. Politics and econom-
ics cannot be fully separated. The modern world system organizes capitalist
production and trade on the basis of a division of labor with unequal returns.
Resource trade gives Russia an advantage, but to gain a position in the rela-
tively advantaged upper tier of the world system depends on complementing
extractive industry with higher value-added production and developing more
openness to entrepreneurial innovation. And this Russia does in competition
with other countries—and in recent years, it has been at a disadvantage both
directly because of institutions that were slow to change and indirectly because
opportunities elsewhere led to brain drain. Russians have founded capitalist
businesses that lead the world —most famously, Google—but not in Russia.

Politics and Social Reproduction

Here economic challenges are entangled with social and political ones. Eco-
nomic activity in Russia remains marked by the wrenching transformation
from communism, the rapid but strikingly inequitable privatization of many
assets, and the challenges of transforming Soviet-era industries into effective
capitalist ones. It has begun to develop a financial infrastructure, but this is
heavily dependent on both the state and global capital markets. The crisis
of 2008 hit hard, particularly because Russia had invested heavily in dollar-
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denominated securities and more generally accepted a good deal of Western
economic advice. The financial crisis, and the weakness of the global financial
regulatory system, shocked many. Some responded with renewed nationalism
and calls for a romantic withdrawal from global integration; others responded
with calls for further modernization, but with greater controls to protect
Russian interests.

As neoliberalism was discredited globally, more than a few Russians felt
confirmation for what they already knew. Russian leaders already thought
an anti-state liberalism was bankrupt not just intuitively but because of the
social chaos of Russia’s go-go years in the 1990s. The shock therapy recom-
mended by the IMF and American economists like Jeffrey Sachs had indeed
produced a transition to markets, but with little fairness, attention to the
public interest, protection for ordinary citizens, or development of state
capacity. Radical market reforms with weak institutional supports had pro-
duced hyperinflation and then the Russian financial crisis of 1998. Millions
were plunged into poverty. At the same time, wealth became extremely con-
centrated, producing an extravagant class of the new rich. Corruption not
only became endemic but also took on a large-scale organized character in
the combination of criminal economic activity in Russia and heavy reliance
on offshore havens for unregulated and untaxed business.

Many of the policies of the Putin years that followed were a response.
They reestablished some level of state control and sought to reduce the
independent power of the new super-rich “oligarchs.” Critics contend
that corruption remains widespread and that insiders close to the govern-
ment are still able to accumulate huge fortunes. They argue that demo-
cratic freedoms and human rights have been curtailed along with economic
liberalism. Even if the critics are right, the government achieved much
greater macro-economic stability—before the shock of the global crisis—
and simply much more control. The need for this was felt not only because
of economic chaos but also because of major security challenges—not least as
fighting in Chechnya and Central Asia more generally was linked to terrorist
incidents in Moscow.

Russia is a reminder that we need to shake ourselves free of the illusion
that states are fading from the forefront of global affairs. For twenty years
after the fall of the Soviet Union, the right wing and much of mainstream
academic economics celebrated an illusory neoliberal vision not just of free
trade but of reduced roles for state policy and regulation, and, in too many
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cases, striking elimination of public services, including those hard won by
generations of workers’ struggles (themselves shaken by the disappearance of
the global alternative suggested by the USSR). The financial crisis that came
to a head in 2008 brought a renewal of Keynesianism with enormous finan-
cial bailouts and stimulus packages. Some economists argue the Keynesian
policies haven’t been strong enough; others criticize the extent to which they
were organized to benefit corporate elites, investors, and especially the finan-
cial industry more than ordinary citizens. But in any case, both the policies
and the debates signal much wider recognition of the importance of states
to economic stability and long-term productivity and prosperity. This is not
just an issue of right-wing thought, however, since during the same period
that neo-Hayekians and monetarists promoted economic liberalism an anti-
authoritarian left was equally suspicious of states. Proper stress on the impor-
tance of civil society, social movements, and international organizations too
often slipped into imagining that they could somehow substitute for the
work of states. At an international level, the idea spread that globalization
would somehow bring in its wake not just a rich array of international con-
nections but “cosmopolitan democracy,” or at least new forms of governance
that would dramatically reduce the importance of states—and do this not
only in the interest of capitalist corporations, but of ordinary people.

Russian disillusionment with neoliberal globalization is now shared by a
variety of movements and politicians elsewhere. As deeply as China is com-
mitted to globalization, it is also strongly nationalistic at the level of both
government policy and popular sentiment. The so-called new nationalisms of
Latin America have brought forward critiques and alternative policies. And
indeed there are critics in the United States and Europe, though generally
not among central policy makers. The point is not that all these different
critics of neoliberalism now want to follow the same path. It is rather that
observers should be clear that states and state interests, sometimes bolstered
by strong nationalist identities, are pivotal to political and economic affairs.

But the issues faced by states are not only matters of political power or
economic growth. They are matters of social reproduction. Here again, Rus-
sia exemplifies the broader pattern. Enormous wealth is concentrated in
a narrow class. Too much of this wealth flows offshore and too little into
productive investments at home. Too few jobs and opportunities for eco-
nomic mobility are created. The government attempts to deal with some of
the issues by regulatory means, but much depends on social development.
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“Modernization” is a code word with many meanings, including updating
technology and making government bureaucracies more efficient. But it also
necessarily means attempting to build or rebuild institutions that deliver pub-
lic services and thereby use national wealth in ways that benefit a wider range
of citizens and strengthen social solidarity. Nationalist ideology by itself is
a weak substitute for policies that ensure that all citizens share in economic
benefits and have opportunities for social, economic, and political participa-
tion—though it can be a support for such policies. And if modernization and
nationalism are currently evocative terms, we shouldn’t imagine they exhaust
the conceptual frameworks for possible futures. Where, we might ask, does
religion fit into Russia’s future, as religious practice grows both within the
Russian Orthodox Church and outside of it> Where does concern for the
environment fit in? Environmental challenges are becoming increasingly
important and also pose basic questions about the conditions under which
social life can be reproduced—and in some cases, the costs of reproducing
environmentally unsustainable social systems.

In Russia’s case, many older institutions inherited from the Soviet Union
were allowed to deteriorate through years of underfunding and poor manage-
ment. Compared to other countries of comparable economic standing, Rus-
sia still has a highly educated population, but it has suffered sharply from
both brain drain and neglect of its educational institutions. The Soviet scien-
tific establishment that was world-leading in many fields simply has not been
reproduced, and the same is true at many levels of the educational system.
Russians with mathematical skills have been exported to become economists
or MBAs in the United States. Health care has suffered in similar ways, and
the effects are evident very directly in life expectancy. In each case, there are
private alternatives for some, but not for most of the population.

Communism offered an approach to social reproduction, to making sure
that the benefits of industrialization and economic growth were distributed
widely and became the bases for improvements in both the condition of
social life and the capacity of citizens to contribute to social life. Different
approaches were developed in capitalist countries during the late nineteenth
and twentieth centuries, from public education systems to welfare states.
Some of the innovations came specifically in response to crises like the Great
Depression and were accompanied by expansion of economic regulations to
try to minimize such crises and the damage they do to social reproduction.
It is not likely that Russia will return to communism. And in many of the
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world’s capitalist countries, there is a massive curtailment of public services
now underway as a result of fiscal stringencies. In a sense, debt-burdened
countries of the rich world are being asked to impose “structural adjustment”
on themselves —as they, through the IMF, asked it of poorer countries in the
1980s. In the West as in Russia, however, the question of social reproduction
is not likely to vanish. On the contrary, it is moving to the forefront, becom-
ing a challenge as basic as economic growth and macro-economic stability or
national security.

Russia is in crisis today partly because of specific Russian circumstances,
but partly because the world itself is in crisis. Conversely, the continuing
transformation of Russia is of central importance to efforts to build a new
world order today as well as to efforts to create a flourishing national future.
This book is published alongside a series of efforts to look globally at the
“possible futures” that are open as the world deals with financial crisis, declin-
ing U.S. hegemony, rapid growth in Asia, and a range of other challenges,
from environmental degradation to infectious diseases. Russia is a vital shap-
ing influence on these possible futures. This book is a good place to start giv-
ing Russia the intellectual attention it deserves.
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Introduction

Piotr Dutkiewicz and Dmitri Trenin

This book seeks to “re-think Russia.” Over the past years, there has been a
tendency, in the global academic community but even more widely in the
world media, to focus on Russia’s failure to transit from communism to
democracy. The verdict reads, sternly, “lost in transition.” A countertendency,
actively propagated within Russia, has extolled the virtues of the country’s
stabilization after the tempest and tumult of the 1980s and 1990s. The motto
of this group proudly states, “Russia has risen from its knees.” From that per-
spective, it is the outside world’s responsibility to be more objective toward
Russia.

Both arguments were superseded by the world economic crisis, which did
not spare Russia as a safe haven, as some of its leaders had hoped. In fact,
Russia turned out to be among the world’s worst-hit economies. The recov-
ery has been slow. The crisis, however, also has laid bare the flaws in the
economic, social, and political systems of North America, Europe, and Japan,
which had been touted as models for the rest of the world, including Rus-
sia. Thus, the debate along the familiar lines of the mimicry of the “Western
model” is now definitely over, and a new round of thinking is about to begin.

In Russia, the buzzword is “modernization.” President Medvedev’s “Go,
Russia!” article, first posted in September 2009, set the tone for a wide-rang-
ing debate. There is a broad realization that unless the country curbs its run-
away corruption, diversifies its economy, thus diminishing its dependence on
energy exports, and builds a knowledge industry, Russia’s future might be



bleak. The alternative to modernization is marginalization. However, while
the shining image of an “ideal Russia” finds few contestants, there is a lot of
confusion and vigorous discussion about how to proceed toward that goal.

The problem, of course, is deeper than the size of the GDP or even its
structure, the rate of growth and its quality, or the share of innovation tech-
nology. A country’s economy is inseparable from the people who work in it,
and this raises a whole range of issues dealing with society. Russia’s has been
very resilient. It absorbed a series of incredibly hard blows that came with the
passing of the ancien régime and the advent of new, often harsh realities. It sur-
vived, but it—inevitably—mutated. Once reputedly collectivist, today’s Rus-
sia has gone private. It is a country of consumers but not—at least not yet—
citizens; it is also a state in search of a nation. As Yevgeny Yassin, a former
cabinet minister and the informal dean of Russian liberal economists, wryly
observed, “There is no drive behind the modernization slogan.”

Russian modernizations, however, traditionally came in a top-down fash-
ion. Suffice it to recall Peter the Great and Alexander II; Stolypin, Stalin,
and Gorbachev. Would the twenty-first century be different? It might well
be: entrepreneurial spirit, in the age of globalization, trumps mobilization
directives. The bigger problem is, can modernization succeed in the eco-
nomic realm, while the system of government remains a closed and well-
protected area? Liberal critics of the authorities are quick to quip that it is
hard to change anything without changing anything.

The dilemma that the Russian authorities face is, indeed, very serious.
Those who sincerely want to modernize the country—if only to keep it in one
piece and earn a decent ranking in the global pecking order —have the image
of the hapless Mr. Gorbachev before their eyes. He, too, genuinely tried to
make the country more modern, but, in the end, lost his bid and the country
with it. Those, on the other hand, who lay emphasis on regime stability as the
highest value—if only to protect their own vested interests—need to have the
image of the hapless last tsar who lost the country and his entire family to the
waves of popular discontent. Thus, the channel of Russian modernization
seems to pass somewhere between the Scylla of Gorbachevian ill-informed
enthusiasm and the Charybdis of Nicholas’s stubborn reaction.

Despite the usual fog prevailing in the channel, Russia is hardly doomed.
Both the elites and the ordinary people have learned a lot from history. There
are fewer illusions of any kind. Cure-all solutions are not in high demand.
There is more appreciation of the results achieved so far, however modest,
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and deep reluctance to gamble with them. Popular discontent is more tar-
geted and government control more limited. With borders much more trans-
parent, there is a sense that Russia exists in a wider world, and that it may be
very special but hardly unique within that world.

The official attempt at “conservative modernization” now under way
in Russia is likely to hit its own limitations fairly soon. Take one example:
Effectively dealing with corruption is the admission price to any real posi-
tive change. However, it is impossible to deal with the scourge by cutting
a few odd branches and sparing the trunk and the roots that are organic to
the present politico-economic system. The widely publicized reforms of the
Ministry of the Interior (police) and the judiciary are a litmus test as to how
much is achievable within the present setup. It is likely that the system will
fail that test.

This will be a crucial moment in Russia’s entire post-communist his-
tory. Will there be determined leadership at the top willing to press forward,
steadily expanding the “modernization area,” even as they will do everything
to preserve —and improve —governance? Will this leadership use a merito-
cratic or a democratic model? Will there be a broad social coalition for mod-
ernization, consisting of the bulk of the middle class, which so far has been
busy making material gains without thinking much about social responsibil-
ity? In other words, will a public space re-emerge in Russia, and will there be
enough public agents and advocates to fill it?

As of this writing, these are all moot questions. One reason for this is
that the knowledge of present-day Russia is too thin. There is no shortage
of strong opinion, of course. However, the notions that people often use in
making their points are predominantly rooted in ideological abstractions. It
is ironic that, almost three decades after Yuri Andropov’s stunning admis-
sion (coming from an ex-KGB chief) that “we do not know the country in
which we live,” one has to confess that the amount of hard knowledge and
the degree of understanding of contemporary Russia are insufficient—both
within the country and beyond its borders.

The essays in this book take stock of the nearly two decades of Russia’s
post-communist transformation. They do not compare Russia’s achievements
and failures to the widely held, though sometimes unreasonable, expecta-
tions. Rather, they seek to determine what capacity the country has for mod-
ernization, what are the obstacles on its path to success, and, most important,
what could be the way forward. The editors are fully aware, of course, of the
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current lack of interest in the West in modernization as an academic subject,
but their own interest here is political rather than academic. While Russia’s
ultimate success or failure is still an open question, the implications of either
are significant enough, and not only for the country’s residents. It is time to
start thinking out of the box.

The authors of this book, who come from Russia, Britain, Canada, Ger-
many, Ukraine, and the United States, engage in an intense dialog among
themselves, based on some new research, and offer novel perspectives on a
number of key issues. There is a range of views and a certain amount of dis-
agreement among them. Where they do agree, however, is in the rejection
of domestic conservation and international isolation, and the need to bring
forward the kind of change that would also better integrate Russian with the
international community.

Chapter 1, written by Piotr Dutkiewicz (Carleton University, Ottawa),
presents a broad overview of the evolution of the Russian economy and poli-
tics since the end of the Soviet era. Professor Dutkiewicz makes a point of
present-day Russian realities having been /lost in translation. His focus is on
the experience of the state as the modernizer-in-chief and its chances of con-
tinuing to act in that role in the twenty-first century. This chapter presents,
in a way, the book’s main theme in a nutshell by eliminating the black-and-
white view of Russia in favor of a richer, multicolored vision.

Chapter 2, by Vladimir Popov (Higher School of Economics, Moscow),
brings the debate to a new level by sifting through a wealth of empirical eco-
nomic and social data. He begins by asking whether Russia has become a
“normal country,” proceeds with some very sobering assessments, and con-
cludes that the key to Russia’s modernization is the quality of its institutions.

The next two chapters keep their focus on the state, given not merely
the traditional dominance of that institution in Russia but also its reformist
potential. Where is the state now, in view of the bureaucracy’s “sovereigniza-
tion”? asks Georgi Derluguian (Northwestern University). Evidently, who-
ever tries to employ the state as an instrument of change will have to deal with
the interests of the group that has its own interests. Richard Sakwa (Kent
University) takes the discussion a step further by analyzing the duality of the
Russian state, composed of what he calls the constitutional regime enshrined
in a body of law and the administrative regime, which reflects the realities
of group interests. This creates tensions that will immediately emerge if one
challenges the existing order.
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Timothy Colton (Harvard University) wonders, in chapter 5, whether
personalities can act as locomotives of change. He examines the problem
of political leadership in Russia, with a particular emphasis on the tandem
arrangement involving its present incumbents. He offers a range of scenarios
for 2012 and beyond, all highly interesting and relevant to the central issue:
are the nominal leaders capable of leading the country into a higher orbit of
development?

In chapter 6 Mikhail Gorshkov (Institute of Sociology, Moscow) seeks to
paint a portrait of contemporary Russian society, which he finds in a state of
permanent transition. He offers to the reader an annotated list of “Russian
realities” that should debunk the myths about the motives of Russian people’s
behavior.

Leonid Grigoriev (Institute of Energy Policy, Moscow) narrows the focus
and looks, crucially, at the elites. In chapter 7 he defines the composition of
the various elite groups, their evolution and links to the respective Soviet-era
groups. Historically, splits within the elites created openings for political and
social evolution. Grigoriev reveals relations among the elite groups, looking
at who influences/controls whom and who is relatively autonomous. He also
studies the relations between the elites and the rest of society, notably the
middle classes. He asks the question of whether entry to the elites is blocked
now, and how those suppressed middle classes become politically passive or
express opposition to the elites.

Acceleration of the economy and innovativeness of the system would be
impossible nowadays without a significant contribution from science and the
education system. Nur Kirabaev, in chapter 8, (People’s Friendship Univer-
sity, Moscow) assesses the transformation of Russian post-secondary educa-
tion for the last twenty years from that perspective.

Oleg Atkov and Guzel Ulumbekova’s chapter g deals with a key area of
the state of Russian society—its health. This essay displays the complex link-
ages between the depressed state of health and demographics in Russia and
the integrity and security of the Russian social organism.

The chapters toward the end of the volume examine Russia’s foreign pol-
icy, its relations with neighbors and the major players, such as United States,
the European Union, and China. This part of the volume asks the question:
where does Russia fit into the wider world? What role can it play vis-a-vis
its former provinces and clients? What are the prospects for a pan-European
rapprochement, and even integration? Can the reset lead to a sustainable
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relationship between Russia and the United States> What does the future
hold for Sino-Russian relations?

Roderic Lyne, a retired British diplomat who served as UK ambassador
to Moscow from 2000 to 2004, offers a candid view of relations between the
United States and Europe, on the one hand, and Russia, on the other, in
chapter 10. His well-informed reflections on the subject are interspersed with
unique personal reminiscences that make his chapter a particularly lively and
interesting read.

Where Ambassador Lyne is reserved, occasionally even skeptical, Alex-
ander Rahr of the German Council on Foreign Relations (DGAP) is decid-
edly positive and enthusiastic in chapter 11. Rahr argues that Russia can and
should fit into a wider Europe, and that this will be good for both the Rus-
sians themselves and for other Europeans. His chapter concludes with a set
of practical recommendations for Russian and European leaders aimed at
creating an integral relationship between Russia and the West.

Andrew Kuchins of the Center of Strategic and International Studies in
Wiashington, D.C., looks at U.S.-Russian relations. Kuchins focuses on the
Obama administration’s Russian policy, popularly summarized by the notion
of a “reset.” He examines the origins and sources of the reset, its nature and
limitations, and its prospects. Written from an American perspective, chapter
12 also contains an in-depth analysis of Russian interests and capabilities.

Bobo Lo, a former deputy chief of mission at the Australian embassy in
Moscow and now a London-based academic, is a leading expert on Russo-
Chinese relations. Chapter 13 offers a spectacular four d’horizon of Russia’s
relations with Asian countries. Whereas in the past, Asia served as an area of
Russian expansion, today its phenomenal economic dynamism, rapid demo-
graphic growth, and increasing political assertiveness present a major chal-
lenge to Russia. Alongside America’s relative dominance, and Europe’s new
unity, Asia’s rise has dramatically altered the international environment for
Russia. How Russia responds to it will in large part determine its future.

Rustem Zhangozha, a Kazakh-born researcher now with the Ukrainian
National Academy of Science in Kiev, projects in chapter 14 a view of Russia
from its former imperial borderlands in Central Asia. This chapter makes it
clear that post-imperial exit is a difficult process for both the core of the for-
mer empire and the newly independent states.

Finally, Dmitri Trenin of the Carnegie Moscow Center concludes the
long narrative by drawing a line under five centuries of Russian imperial
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experience. He proceeds in chapter 15 to analyze Russia’s soft landing from
an empire to a great power. He argues, however, that to become such a
great power and not face another collapse, Russia indeed must go through a
modernization phase.
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CHAPTER ONE

Missing in Translation: Re-conceptualizing

Russia’s Developmental State

Piotr Dutkiewicz

Oil is a resource that anesthetizes thought, blurs the vision, corrupts...
oil is a fairy tale and, like every fairy tale, is a bit of a lie. Oil fills us with such
arrogance that we begin believing we can easily overcome such unyielding
obstacles as time.

—Ryszard Kapuscinski, Shah of Shabs

This is a story about power, accumulation, state, bureaucracy, and survival.
It draws the contours of Russia’s attempt at modernization via etatization.
It provides a sketch of Russia’s trajectory over the past twenty years, and it
is about “politics from above” as a vehicle of social change and its successes
and failures. This chapter is also a theoretical vignette within the open-ended
story of the possible developmental direction of one of the world’s most
important subsystems.?

Black and White in Colors

In these days, a palette consisting only of black and white has seemed suf-
ficient to paint a picture of Russia (particularly after the war in South Osse-
tia in August 2008). A sketch of the dominant conceptualization of the last
two decades of the country’s history looks something like this: The demo-
crat Boris Yeltsin introduced a market system and erected the foundation
of a Western model of democracy. This free market and a newly free press



effectively overhauled the Russian political system, giving rise to hope for the
emergence of a democratic and pro-Western Russia, one that would become
a good citizen of the post—cold war rapidly globalizing world order. In 2000,
all such hopes were dashed. A new ruling group led by Vladimir Putin (often
with a military or KGB background) decided to undertake a coup d’état.
Granted, this coup was constitutional, but due to its radical nature it was no
less revolutionary. In effect, it moved Russia back to the level of a mega Euro-
Chinese gas station. Russia became no more or less than a classic petrostate,
albeit one protected by a mighty nuclear arsenal.

Arguments of the most pristine simplicity have been dominant in both
the Russian and Western media (I might note here that European policy and
media assessments are more nuanced that their U.S. equivalents). Generally,
the argument goes as follows. Russia’s failure is de facto the failure of its con-
stituent part: Putin’s regime. The regime, we read further, is on its way to
committing collective seppuku as a result of its own mistaken policies. The
talk these days is increasingly about a new authoritarian empire, within which
one can already discern the resurrection of the Soviet Union. It threatens not
only the rights and freedoms of ordinary Russian citizens but also the former
Soviet republics, Eastern and Western Europe, and, in fact—as can be ascer-
tained by the Russian navy docking in Venezuela, Russian strategic bombers’
unwelcome visit to the Arctic close to Canada, and Russian subs watching
the U.S. East Coast—the entire world.

Many area specialists are now increasingly skeptical about the prospects
for a convergence of the “uncivilized” Russia with a united Europe, while
others speculate about a return to dictatorship.® Economic arguments (par-
ticularly after economic crises hit Russia in the fall of 2008) are equally dam-
aging. “Russia markedly stands out from its neighbors in its industrial rate of
decline. In Russia, industrial production,” write Boris Nemtsov and Vladimir
Milov, “fell by 14.8 percent in the first half of 2009 —the highest among CIS
countries.... But behind that glamorous television image, high popularity
ratings, and personality cult stands a deplorable track record. During Putin’s
years in power, the country lost a complete decade.”™ Anders Aslund, one of
the most recognized economists specializing in Eastern Europe, agrees: “The
crisis has revealed how little Putin has done for the well-being of the Rus-
sian population during his time in office. The high economic growth of the
last decade has been driven by market transformation, free capacity, and high

oil prices.”
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Indeed, as Vladimir Popov and I argued in late 2008, the Russian econ-
omy is too dependent on oil and gas exports, which account for one-half
to two-thirds—depending on world fuel prices—of its total exports.® The
prosperity of the recent years was mostly based on rising fuel prices. A simple
calculation shows the importance of the windfall oil revenues. Russian GDP
at the official exchange rate was about $1 trillion in 2007, with the oil and gas
sector, which employs less than one million workers, valued at about $500
billion (at world prices of $8o per barrel of oil). When oil was priced at $15 a
barrel in 1999, Russian oil and gas output was valued at less than $100 billion.
The difference, $400 billion, is profit that literally landed in Russia’s lap. Few
specialists would have called the USSR a resource economy, but the Russian
industrial structure changed a lot during twenty years of transition. Basically,
the 1990s were a period of rapid de-industrialization and “resourcialization”
of the Russian economy; the growth of world fuel prices since 1999 seems to
have reinforced this trend. The share of output of major resource industries
(fuel, energy, metals) in total industrial output increased from about 25 per-
cent to over 50 percent by the mid 199os and has stayed at that level since. The
share of mineral products, metals, and diamonds in Russian exports increased
from 52 percent in 1990 (USSR) to 67 percent in 1995 and to 81 percent in
2007, whereas the share of machinery and equipment in exports fell from 18
percent in 1990 (USSR) to 10 percent in 1995 and to below 6 percent in 2007.
The share of research-and-development spending in GDP amounted to 3.5
percent in the late 1980s in the USSR, but fell to 1.3 percent in Russia today
(China: 1.3 percent; U.S., Korea, Japan: 2—3 percent; Finland: 4 percent; Israel:
5 percent). So today Russia really does look like a “normal resource abundant
developing country.” The government failed to channel the stream of petro-
dollars to repair the “weakest link” of the national economy— the provision
of public goods and investment into non-resource industries. Investment and
government consumption amounted to about 50 percent of GDP in the early
1990s, fell to below 30 percent of GDP in 1999 (right after the 1998 currency
crisis), and recovered only partially afterwards—to about 40 percent of GDP
in 2007. Wages and incomes in recent years have been growing systematically
faster than productivity.

These weaknesses were partially concealed by high oil and gas prices in
200308, but became evident in mid-2008—early 2009 when oil prices fell.
From May to November 2008, Russian stocks (RTS index in dollar terms)
lost three-quarters of their value. The decline was driven partly by the global

Missing in Translation M1



financial crisis and partly by declining world oil prices (from a maximum of
nearly $150 per barrel in June 2008 to below $50 by the end of the year). There
was an outflow of capital starting from August 2008, so foreign exchange
reserves dropped from $600 billion in August 2008 to $400 billion in Febru-
ary 2009. The seasonally adjusted index of industrial output, which had not
grown since May 2008, fell by more than 20 percent by mid 2009 as com-
pared to mid-2008.

In short, Russia has been hit by a “double crisis” in 2008, one growing out
of its own faults and another created by global processes. Such tectonic shifts
cause earthquakes. The obvious question emerges of who will be the main
beneficiaries and victims of this upheaval? What kind of societal and political
coalitions may emerge as a result? It seems that it is easy and obvious to sum-
marize the arguments presented earlier: Putin’s (and, by proxy, Medvedev’s)
regime is in a deep crisis, clinging to the edge of survival. If so, why do the
majority of Russians support him (and his successor)?” The crude answer is
that this is the result of having to deal with an “accidental society,” a foolish
mass, unprepared to pass judgment, bamboozled by the media—in short, a
society that does not know what is good for itself. The reality is, obviously,
more complicated. Putin’s Russia is neither a banal authoritarian state nor a
soft incarnation of the Soviet Union. It is a continuity of Yeltsin’s Russia with
an important diversion toward the statist, twenty-first-century incarnation
of the developmental state. But such an understanding requires that we add
some colors to a hitherto black-and-white etching of the country. The fol-
lowing section is a concise analysis of the past decade in Russian politics in
order to build a solid background for the theoretization of “Putin’s Develop-
mental State,” which comes in the third section of this chapter.

A Neither-Nor Russia

Today’s Russia is certainly a challenge for the willing analyst. It is obviously
not a liberal democracy, but, given the freedoms available to every Russian cit-
izen, neither can it be labeled an authoritarian regime. Russia does have dem-
ocratic electoral law, but the electoral mechanism gives considerable influence
to the party in power (and the huge bureaucracy that accompanies it). Vladi-
mir Putin is considered by many to be a twenty-first-century incarnation of
the tsars, but in reality his power —especially in the regions (mainly due to the
“autonomous bureaucracy” that is de facto the most powerful socio-economic
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force on its own)—is seriously constrained (see Derluguian, chap. 3). The
Kremlin, even though it fosters an aura of omniscience, continues to base its
politics on what might be termed as a timid trial-and-error approach. Russia
has a market system (as recognized by the EU and WTO), but the system of
accumulation is to a large extent based on nonmarket political access. The
media are not “free” per se, but neither are they under total state control (with
the exception of state television). The government’s rule is seen as strong, but
the state’s institutions remain fairly weak (as evidenced by the existing cor-
ruption and noteworthy lack of accountability and transparency). While the
decisions of the Kremlin’s elite are seen by many as systemic manipulation—
or just a massive PR exercise —many of them are real responses to the needs of
the Russian people: strength and weakness in one. Russian politics is becom-
ing increasingly assertive, but its implementation is anything but that. At the
moment, there is neither stability nor change. Instead, Russia is experienced
a sort of stable stagnation. As observed by a Kremlin insider, such a situa-
tion cannot continue for long, as “this is a dead end” for the system.® In other
words, a neither—nor Russia.

Moreover, while Russian foreign policy may at times seem clear to the
West, it is anything but, even for insiders. Russia wants to influence the deci-
sions of other countries and of international institutions, though in reality
there is little certainty (in most cases) exactly what her position on many
issues is. “What does Russia actually want?” This question is on everyone’s
minds these days. Is internal stability stable enough to allow Russia to enter
a new phase of modernization without suffering serious political and social
convulsions? I agree with Krastev that “insecurity goes a long way toward
explaining not only the greed and lust for power...but also the regime’s curi-
ously ambiguous relationship to authoritarianism as well as democracy.”

Just as authoritarian actions do not necessarily equate to a belief in an
authoritarian system, a lack of a central governing ideology does not necessar-
ily signify a lack of ideological basis for state governance, a lack of democracy
is not synonymous with the absence of freedom, and rejection of Marxism is
not a rejection of the historical value of the USSR as this elite’s fatherland.
It’s a classical neither-nor situation dominated by shades and ambiguities, in
many cases dressed up for the occasion in boldness, strength, high morality,
and, let’s admit it, sometimes arrogance and self-righteousness.

But before continuing with this line of analysis, let’s step back to the late
1990s." This period deeply shaped the systemic thinking of the Kremlin’s
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ruling group. A sense of humiliation rooted in the all-too-obvious evidence
of social and economic collapse, evaporating sovereignty, “pauper-liberalism”
pushing Russia away from its “great status”—indeed, a sense of Russia being
“driven to its knees” —all contributed to the “deep mental formation” of a cur-
rent elite.

As many know, production dropped in the 1990s in Russia; however, not
everybody knows that this decline was of a magnitude unprecedented in the
twentieth century. Neither the First World War along with the revolution of
1917, with the subsequent bloodshed of the civil war, nor the horrors of the
Second World War brought about such a dramatic drop in output as was seen
in the 1990s. The national income fell by more than 50 percent between 1913
and 1920, but by 1925 had rebounded and surpassed the prewar 1913 level. In
1998, at the lowest point in the transformational recession of the 199os, Rus-
sia’s GDP was 55 percent of the pre-crisis peak of 1989. In short, the economic
losses from the 1990s recession were exceptional in scale and, importantly, in
duration.

Leaving aside the question of the reasons for the recession or how it
could have been avoided, I would only point out that such an unprecedented
plunge in production caused equally unprecedented tension in society. In the
1990s, real incomes and consumption decreased on average by a minimum
of a third, which was less than the drop in production (since the recession
was more significant in the defense and investment sectors, while consumer-
goods imports grew), but still very substantial. Moreover, due to the immense
growth in income inequality, the real incomes of the absolute majority—8o
percent of the more-vulnerable members of the population—were approxi-
mately cut in half.' During privatization, there occurred a massive redistri-
bution of national wealth; in just a few years, somewhere around a third of all
state property passed into the hands of a few dozen oligarchs for a song.

Inevitably, the brunt of these hardships was borne by society’s most vul-
nerable groups because they had fewer resources with which to cushion the
impact of economic decline and increased insecurity. This was further exacer-
bated by their limited ability to respond constructively (either through politi-
cal or economic means) to rapidly changing circumstances and by a lesser
capacity to protect their vital interests in the political process. It is difficult to
exaggerate the degree of the social and economic collapse of the 1990s.

The transformational recession was brought on not so much by market
liberalization as by the virtual collapse of the state.’? In countries that were
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successful in keeping government revenues and spending from plunging
(Central Europe, for instance), the decline in production was less substantial.
By contrast, Russian spending on “ordinary government” (excluding spend-
ing on defense, investment and subsidies, and debt servicing) in real terms
decreased threefold, so that government functions—from collecting custom
duties to law enforcement—were either curtailed or transferred to the private
sector.”®

The shadow economy, estimated at 10 percent—15 percent of GDP under
Brezhnev, grew to 5o percent of GDP by the mid-1990s. In 198085, the
Soviet Union was placed in the middle of a list of fifty-four countries rated
on their level of corruption, with a bureaucracy cleaner than that of Italy,
Greece, Portugal, South Korea, and practically all the developing countries.
In 1996, after the establishment of a market economy and the victory of
democracy, Russia came in forty-eighth in the same list, between India and
Venezuela.

The regionalization of Russia was happening in leaps and bounds in the
first half of the 1990s. In 1990, in an attempt to win the Russian regions over
to his side in his battle with the Gorbachev government, Yeltsin promised
them as much sovereignty “as they could digest.” As a result, the percent-
age of the regional budgets in the revenues and expenditures of the consoli-
dated budget increased, while the federal government was forced to haggle
with the subjects of the federation over the division of powers, including
financial jurisdiction. Many of them directly blackmailed the federal govern-
ment, threatening to withhold money from the federal treasury. In 1992—94,
agreements were signed with many regions, establishing different levels of
tax contribution to the federal budget in each specific case. Chechnya, for
one, virtually left the federation; Dagestan was ready to follow; Bashkhorstan
introduced a provision that federal laws could be implemented only with the
consent of its parliament.” Russia as a federation was on the brink.

The voucher privatization of 1993—94 and the “loans for shares” auctions
of 1995—96 led to state property being sold off for a pittance, and this at a
time when the state needed money more than ever before. Throughout the
eighteen months that the vouchers were valid, they were never quoted at
more than $20 a piece, so about 150 million vouchers, issued one per resi-
dent, were worth less than $3 billion all told. This amount could have bought
out somewhere around a third of all the assets in a country with an annual

GDP of more than $500 billion (purchasing power parity). Just imagine the
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temptation of the oligarchs: if they could have skillfully transferred capital
from domestic-based to transnational ownership, they could have bought
“Mother Russia” for less than the capitalization of a medium-scale Euro-
pean bank. At “loans for shares” auctions, companies with an annual output
of several billion dollars were sold for hundreds of millions. Yes, by and large,
the privatization was legitimate, but the fact is that the laws were such that
the supply of property was tens of times greater than the solvent demand.
Plants, factories, and banks went for simply ridiculous amounts. As a result,
anyone who could call himself a least bit well-to-do at the time not only had
unlimited opportunity for incredible enrichment but also was able to take
partial control of the economy of the former superpower. As many journalists
so aptly put it, the country ended up under the thumb of the “seven bank-
ers” (“semibankarschina”), along the lines of the “seven boyars rule” (“semi-
boyarschina”) during the Time of Troubles of the early seventeenth century,
the most anarchic period in Russian history. For the elite living without laws
and norms, the ability to buy anything and everyone was a delightful experi-
ence. The Russian business elite had found joy in the unbearable lightness of
living within a weak state.

V. Popov and I argue that an attribute of a modern state is a minimum of
three monopolies—a monopoly on force, tax collection, and currency issue.
All three monopolies were undermined in the Russia of the 1990s.’ The
unprecedented rise in crime and the notorious assassinations of leading poli-
ticians, journalists, and businessmen testified to the bankruptcy of the law-
enforcement agencies. The decline in tax revenue resulting from the growth
of the shadow economy meant more generally the “privatization” of those
revenues by the bureaucracy and the criminal element, which took the place
of the state as the “protectors” of business. The increased spread of monetary
substitutes (such as bills of exchange of the regional governments) in 1994~
96, and the tremendous rise in barter and nonpayment (trade and tax arrears),
which peaked in the summer of 1998 (right before the August crisis), virtually
stripped the central bank of its power to regulate monetary circulation.

In 199598, in the period of macro-economic stabilization, it finally
became possible to bridle inflation by linking the exchange rate of the ruble to
the dollar, and it seemed that things were going to get better. A small increase
of 1 percent in GDP was detected in 1997 after seven years of unabated decline
in production; mortality, crime, and suicide rates began to drop.

However, there was no healthy underpinning to this stabilization—the
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pyramid of government debt and nonpayments continued to grow; the real
exchange rate of the ruble rose, undermining the competitiveness of Russian
goods; the balance of payments deteriorated; and production slumped once
again in 1998 due to the stubborn unwillingness of the authorities to devaluate
the ruble. As a result, in 1998 the short-lived stabilization ended in stunning
failure after only three years with the August devaluation of the ruble and sub-
sequent default. Real incomes on a month-to-month basis fell by 25 percent in
the fall of 1998, only climbing once again to the pre-crisis mark in 2002.

The state crisis had reached its apex: federal-government revenues and
spending fell in 1999 to 30 percent of GDP at a time when the GDP itself
was almost half of what it had been ten years before. State debt and foreign
debt had peaked; the currency reserves had shrunk to $10 billion, less than
those of the Czech Republic or Hungary. In August 2000, the top of the
Ostankino television tower in Moscow caught fire, and the nuclear subma-
rine Kursk sank. The prevailing feeling was that the federal government was
so useless that it might as well just shut down.

In 1997 Russian oligarchs turned up for the first time on Forbes maga-
zine’s list of the world’s billionaires; by 2003 the same list included seven-
teen names from Russia. With a per capita GDP lagging behind Mau-
ritius and Costa Rica, with life expectancy of sixty-five years (compared
to Cuba’s seventy-seven), and with 17 percent of the population mak-
ing an income below the subsistence minimum (about $2.50 a day by the
official exchange rate), Russia had outdone all the countries of the world
except the United States, Germany, and Japan in its number of billion-
aires. In May 2004, Forbes counted thirty-six billionaires in Russia, which
left Japan in the dust and Russia in third place after the United States
and Germany.

In its property and control structure, Russia was in the late 1990s some-
where between the developing and the developed world. In 2003, accord-
ing to a World Bank study, twenty-three oligarchs controlled 35 percent of
the industrial output (the state had 25 percent) and 17 percent of the bank-
ing system assets (the state had 26 percent). In the United States in the late
1990s, the fifteen richest families controlled around 3 percent of GDP, while
in Japan it was 2 percent. On the other hand, the figure was 62 percent in
Indonesia, 38 percent in South Korea, and 53 percent in Thailand.’” However,
it is unlikely that there are many countries in which the oligarchs, first of
all, started with nothing and became “world leaders” in only ten years and,
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second, openly pitted themselves against the government, in effect demand-
ing its privatization.

It would be hard to name countries with developmental levels similar to
Russia’s, where the state lost so much of its independence in its relationship
with private capital. A virtual merging of big business and the middle/upper-
management levels of the bureaucracy occurred in Russia, and their inter-
ests became practically indistinguishable from one other. Neither the civil-
ian ministries nor even the top bureaucracies were able to counter this force;
even the “power” agencies, such as the Ministry of the Interior, the army, and
the security services began “privatizing.” As a result of this process, the state
became “capitalist-neo-patrimonial” and to a large extent privatized. In such
an environment, the issue of improving equitable policies became irrelevant
(as it is almost impossible to implement any kind of policy interventions that
might challenge the fusion of such powerful interests). The economic and
social collapse served the elite well. It actually “liberalized the elite” from the
unpleasantly constraining powers of the state, laws, and regulations.

This crisis of the late 199os provided Putin with several real challenges: to
block the continuing criminalization of the country, to prevent the complete
“privatization” of the machinery of government by the oligarchs, to stop the
collapse of societal coherence, to halt the weakening of the federal govern-
ment as a result of the shift of real power to the regions, and to curtail the
power struggles between criminal groups, the oligarchs, and the regional gov-
ernors. In short: to stop Russia from being the “Wild East.”

For the first few years the economy was continuing to revive (yes,
thanks to a considerable extent to the infusion of tons of petrodollars—
about $650 billion between 2000 and 2008): economic growth reached
6 percent in 1999, 10 percent in 2000, and 4 percent to 7 percent annually
in 2001-08. Unemployment dropped from 13 percent in 1999 to 6 percent
in mid-2008, and inflation shrunk from 84 percent in 1998 to 12 percent to
15 percent in 2003-08. The budget deficit turned into a surplus, and gov-
ernment revenues and expenditures as a percentage of GDP began, ever so
slowly, to rise; the foreign debt as a percentage of GDP decreased; poverty
decreased. But the important result of the first six or seven years of the new
elite in power was probably this: the growth of the economy and the sta-
bility of leadership have finally led to increased order and an improvement,
albeit an almost imperceptible one, in the social climate.’® Thus “Stability
and Order” became the holy grail of Russia’s elite. The number of murders,
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having hit a sky-high peak in 2002, dropped back down in 2003; the number
of suicides has been on the decline; the birth rate, which had sunk to a fifty-
year low in 1999, has begun to rise, as has the number of registered marriages
(although this is partly a result of the demographic wave of the 1970s); the
majority of Russian citizens—as judged by opinion polls over the last seven
years—are prepared to forgive Putin his heavy-handed tactics in dealing with
the oligarchs and even with entrepreneurs of a lesser stature, his “purges” in
Chechnya, and the constraints placed on democracy and freedom of speech,
all in the interests of strengthening the role of the state. Exchanging some
political freedoms for the freedom of purchasing power and stability seemed
like a fair deal to a majority."”

To sum up, in the 1990s the Russian state lost its capacity to gov-
ern and to manage the tremendous burden of transformational change.
The state, facing internal and external pressures, withdrew from its basic
functions (protection of its citizens, provision of health care, secur-
ing legally bounded transactions, monetary oversight). The accidental
elite that took power lacked both coherence and a long-term plan, and so
leased the country to a merger of oligarchs (formed by the state’s privati-
zation scheme) and the top echelon of Kremlin insiders. The state became
engaged in a massive redistribution scheme that gave away state assets and,
with them, the dominant power within the system. As state provisions were
disappearing, a “parallel state” started to emerge to secure a smooth process
of primitive accumulation (based on the state’s distributional capacity and
de-industrialization) at the regional and federal levels. This mutation of
capitalism transformed market relations into a system of complex symbiosis
between nominally legal structures and organized crime, which became not
only a systemic economic force but also a political actor in its own right. That
process led to a massive impoverishment of society with all the associated
negative consequences for societal cohesion, health, education, and so on. A
process of “commodification of everything and everyone”—including priva-
tization of the state and the commodification of democracy, in fact, an all-
embracing commodification of social relations—further eroded Russia to the
point that she became a prime candidate for being a “failed state with nukes”
by the beginning of the new millennium.

Putin’s New Ruling Group started to construct a new edifice—using a mix
of old and new bricks—called modern Russia. For that task, they needed not
only more power than Yeltsin had as president but—most importantly—a
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different kind of power. The current rulers in the Kremlin are convinced that
they needed to restore, at the very core, what was a traditional and central
engine of social development in Russian history: the state. In order to accom-
plish this project, they had to link the state and accumulation into one undivided
whole of social power. If one looks for a singular explanation of “Putin’s Idea,”
most probably this is the closest we can get.

They also probably felt that along the way they would have to reconstruct
the elite in order to control the process of modernization and to “reconcile
national and liberal opinion once again; and so create the first government
in Russian history to enjoy a broad political consensus” and achieve—at
least for some years—as aptly observed by Perry Anderson, a “hegemonic
stability.”? If their long-term task was to reconstruct and modernize Rus-
sia—to restructure society and affect the overall development—they had to
consider dramatically changing the pattern of accumulation and the struc-
ture of power; indeed, to reshape the political economy of Russia. The third part
of this chapter is an attempt to conceptualize that process by an application
of integrated notions (models) of the developmental state and trusteeship. The
“model-matching” process “is the way to get at the shape of reality;”* but
in our case, model amalgamation also has a creationist effect of shaping a
new “model” of Russia’s political economy, a model in which the “normal”
trajectory of the developmental state led by a “trusted few”—that is generally
not democratic —is reshaped (and reinforced) by holding power that is accu-
mulated as capital and secured (so far) by confidence in the obedience of its
subjects (citizens).

Accumulation— Power— Modernization

The dominant pattern of Yeltsin’s ruling group’s accumulation was condi-
tioned by a symbiosis between oligarchs (big, Russian-based business),
higher echelons of state (central/regional) bureaucracy, and the Kremlin elite,
resulting in a sort of super-amalgamated power structure. The mechanism
of accumulation was complex and dynamically changing to reflect the inter-
nal political power structure and the changing strength of dominant capital.
The main contradictions and changing interests that reflected the dynamic
reality of the domestic and international markets between political-cum-
bureaucratic power and dominant capital vectored the system’s dynamics. In
the first phase (in the period before the voucher privatization of 1993—94 and
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the “loans for shares” auctions of 1995-96), political access was exchanged
for profit and the security of spoils (on the trading block were import/export
licenses, all kinds of permits, privatization of real estate, quotas, and state
contracts). Russian capitalists started to consolidate their position as early as
1992—93 by using an innovative, cross-sectoral merger and acquisition strat-
egy called FIGs (Financial Industrial Groups). They increased their profit
simply by not paying taxes, and they secured their gains—in a highly vola-
tile market environment—by sending money abroad and stripping domestic
assets of their “real” value.”? This scheme was significantly modified as new
dynamics were introduced by the “loans for shares” auctions—an indigenous
invention of the Russian business-cum-political elite that legally, de facto,
transferred to the Kremlin’s “trusted seven” (plus to the only non-banker, the
Kremlin’s confidant, Boris Berezovsky) a massive chunk of state property,
including the jewels of the Russian economy. The logic of the capital expan-
sion at this stage was nothing short of “to penetrate and alter the nature of
the state itself.”?

They were, however, caught in an existential dilemma—to have a weak
state was good for business (no taxes, corrupt officials, etc.), but to have a
too-weak state was bad for business. Their main problem was that the state
was in fact too weak to secure/protect the gains of the dominant capital and
to secure the property rights. In a truly Hegelian spirit, they solved this seem-
ingly deep contradiction by evoking the notion of politics. The oligarchs,
then, had to take things into their own hands by engaging in a collective
political action. The process of privatization of the state was helped by their
overall support for the reelection of the guarantor of their position, Boris
Yeltsin (July 1996). The rest was just a matter of socio-technology. By the
purchase, tight control, and effective use of the national media, the oligarchs
offered a one-dimensional explanation of reality.* They took control of the
regional bosses and consolidated their position in the security apparatus.

Operation “Privatizing the State” was well underway by the time of the
financial collapse in 1998. From the time of the “shares for loans” scheme
and the reelection of Yeltsin, politics, while still indispensable, became sec-
ondary to capital in the process of accumulation. But, at this point, every-
thing was nof enough, and as early as the mid-1990s, Russian oligarchs were
actively looking for international capital backing. They were seeking, on the
one hand, transnational ownership to gain access to international capital (in
order to gain more power domestically) and, on the other, to secure their
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access to safer investment abroad. Having advanced the “privatization of the
state,” Russian oligarchs were getting ready to make a real deal: to merge
with international capital and put the Russian economy on the trading block.
Twice in the last fifteen years—in 1994 and 1996 —one could have bought
one-third of Russia’s assets for $3—4 billion.® Are we still puzzled why Putin’s
group obsessively put “state sovereignty” at the core of their program? Are
we still puzzled why the new power holders organized a “vertical of power”?
Are we still puzzled why the Kremlin’s planners were besieged by the “threat
of unpredictability,” “lack of control,” and “need for stability”?? Are we still
puzzled why they re-captured (via state interventions) key money-making
industries?

It is time now to try to decipher the political economy of Putin’s Russia.
A seductively simplistic algorithm of Russia’s political economy would look
something like this:

Putin’s group rule = power + oil/gas + TV

Power = state-based accumulation + presidency (trusteeship)
Oil/gas = principal state/private revenues

TV = relative control of mass opinion

Therefore, Putin’s rule + power + oil + TV =

the Russian developmental state in progress.

In order to make any change, to define new rules and “bring the state
back,” Putin’s Kremlin elite needed more power and new resources in order
to avoid becoming trapped in a new dependency cycle by the oligarchs. In
fact, power and resources are synonymous with accumulation.” What they
were really looking for was a different mode of accumulation; accumula-
tion that would not differentiate between “economic” and “political” power;
where money would not be “separated” from the institutions, law, culture,
etc.; accumulation that would be more totalizing in their capture of econ-
omy/society; accumulation that would epitomize power; or in Nitzan’s and
Bichler’s terms, “what we deal with here is organized power at large. Numer-
ous power institutions and processes—from ideology, through culture, to
organized violence, religion, the law, ethnicity, gender, international conflict,
labor relations...all bear the differential level and volatility of earnings....
[T]here is a single process of capital accumulation/state formation, a process
of restructuring by which power is accumulated as capital.” They attempted
to intertwine capital linked to politics, with politics linked to institutions and
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law, which in turn was linked to ideology, with ideology linked to value sys-
tems and culture, with a culture linked to religion, which is linked to almost
everything that matters, and, by the end of this logic chain, to turn to power
again— power as confidence in obedience* However, while the confidence in
obedience was quite high (but never taken for granted by the Kremlin) in the
first years in power, the current economic crisis may change that quite signifi-
cantly. As recent opinion polls show, the confidence in the ruling group may
evaporate quite fast as Russians expected much more after being obedient for
so long.%?

The relatively easiest and most profitable source of accumulation (and
hence power) was oil and gas.®* With those prices spiking for almost a decade,
it gave Putin’s group enormous leverage and confidence domestically and
internationally.3* Oil has its vices too, but as a second component of Putin’s
rule it became indispensable for the project. The third element of the module
of power to capture was to take control of television. The Kremlin’s staple
foods are data from “political technologists,” pollsters, and spin doctors. They
also know that more that 75 percent of the information absorbed by Russians
comes from TV. The press is much less influential due to costs and access. So,
to put tighter controls on TV than on any other printed or e-media was the
third principal rule of survival in a long-term, strategically thought plan.

The second part of the “algorithm” (Power = state-based accumulation +
presidency) is that Putin’s group reversed the main vector of accumulation
from private to state. The state became the principal agent of accumulation;
the state (and the state “hegemonic” bureaucracy and key interest groups
related to it) is also its main benefactor. Paraphrasing Joseph Schumpeter’s
famous conception of capitalism without the capital that led him to the con-
clusion that the “dynamic characteristics of capitalism arise from non-capital-
ist sources,” we come to the core of Putin’s group’s base of accumulation: the
state.* Putin’s group is much closer to the ideas of Friedrich List’s National
System of Political Economy than to Adam Smith’s The Wealth of Nations. It
is not the invisible hand of the market but a very visible hand of the state
that is to be responsible for “development and progress.” List’s justification
of de facto protectionist approaches through the creation of a constructivist
doctrine of national development fits squarely into the “Putin Plan.” If we
also consider List’s moral and spiritual overtones of productive force and his
emphasis on the defensive capacity of the state to protect its “integrity,” we
can add Putin to the list of his hidden admirers.
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But to put any plan into motion, you need the implementers, support-
ers, and at least a slim but trustworthy social base for change. Here enters
the need for the presidency—the office, the collective, the institution, the
prestige, legitimacy, charisma, and the man himself. There emerges a distinct
need to find the ideal individual/collective holder of the trusteeship. Who
shall/can lead society in a truly revolutionary time of transformation? Society
itself, the idea goes, cannot be trusted entirely as they have lived too long in
an entirely different system and so cannot grasp the “goal of the change.”
Society is also prone—as the 1990s showed—to massive media/political
manipulations. Oligarchs and high-level officials were not the best option
in 1998 for a ruling group either, as they were engaged in stripping assets and
placing them abroad. They were, after all, businesspeople, not interested in
the wealth of society or the future of the state. So who was to lead Russia to
its revival? From the utopian socialists through the Hegelian principles of
development, Marx’s debate on the role of the “individual man,” the Fabian’s
Society ideal of correcting the socio-economic change in the British colonies,
the League of Nation’s institution of trusteeship, the ideas of Sergei Witte,
and Lenin’s notion of a “vanguard party,” theorists and practitioners of all
stripes and colors have struggled with the answer to this very question: Who is
to lead society into development and progress? Who can be entrusted to lead
the change? Hegel’s “spiritless mass” or someone else? In their brilliant book
on development, Shenton and Cowan observed that “a ‘handful of chosen
men’ could now assume the mantle of the ‘active spirit’ to become the inner
determination of development,” regardless of the system of governance and
its ideological dress.* This reminds me of the Saint-Simonian ideal that in
order to remedy disorder, “Only those who had the ‘capacity’ to utilize land,
labor and capital in the interest of society as a whole should be ‘entrusted’
with them.””

Putin’s version of a trusteeship is thus given its philosophical justifica-
tion. Sociologists are ready to support me with their empirical studies of the
configuration of Putin’s inner circle.® The notion of the trusteeship, I believe,
explains a lot about Putin’s leadership. It may clarify, for instance, the Krem-
lin’s partial distrust of society (which explains why only very limited change
via grassroots social movements was permitted), but also their desperate
need to “have society engaged” in the convoluted form of the Social Cham-
ber, among other things, in order to keep the bureaucracy in check. It may
also explain some of the reasons for the relative freedom of the parliamentary
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elections in 2008 and the Kremlin’s actions against the “not trustworthy oli-
garchs” and their anti-bureaucratic outbursts. It can explain an uneasy cohab-
itation of conservative and liberal ideas that are transformed into policies
and institutions by the Kremlin’s rulers. It can also—above all —explain their
“philosophy of power.”

The final part of the algorithm (Putin’s rule + power + oil + TV = the
Russian developmental state in progress) deals with the longer-term
intentional as well as unintentional consequences of ruling Russia for the
past ten years. In other words, what was the power for? Today, Russia is a
developmental state in progress (being in a state of policy hibernation—
or stagnation—for the last three or four years). The recent economic crisis
(2008-09) has shown that the painfully accumulated state capacity, both
institutional/legal, financial, and moral, to act as a principal agent for change
did not result in an economically effective, politically significant, and socially
viable transformation of Russia’s socio-economic system (or, in the words of
Gleb Pavlovsky, one of the Kremlin’s chief alchemists, “Medvedev is right,
this is a dead end”).®

The question is: Is it really “a dead end”?

To answer, we should make a small detour to trace the main features of
the “developmental state.” The idea is not new. The postwar period saw the
coming together of statist theories, specific measures of state intervention,
and the more general extension of state regulation in critical aspects of the
economy. Herein lies the origin of the contemporary developmental state.
The idea/practice was first applied in postcolonial Africa, then later—more
ambitiously and consistently—to a cluster of rapidly growing economies in
East Asia, such as Japan, South Korea, Taiwan, Singapore, Indonesia, and
Malaysia. Many argued that their spectacular growth was possibly due to
the activist and “market-friendly” state.* But not all states can be evalu-
ated as developmental. Adrian Leftwich, one of the key authorities in this
area, proposes that only states “whose politics have concentrated sufficient
power, autonomy, and capacity at the center to shape, pursue, and encour-
age the achievement of explicit developmental objectives...can aspire to be
the ones.” The argument goes that in a developmental state, the state itself
becomes the main instrument for the pursuit of both public and private goals.
The state comes to define and determine who will be able to make which
decision of administrative, political, and economic significance.*? Political
and administrative positions become, obviously, a fruitful means of securing
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economic resources and opportunities, so it is normal that the state came
to be an important avenue for realizing private goals. The claim of the state
to define public goals and the legitimate means for pursuing private goals is
formally recognized in a notion of “national sovereignty.”* The expansion of
state economic management is justified by the notion of “national develop-
ment.” The state’s “capacity for coercion gives the content to these otherwise
vacuous concepts.”* There is, however, a twist to this story. The power arising
from the state capacity to allocate resources depends largely on the exclusion
of alternative sources of access to capital; hence the tendency of the holders of
the trusteeship to organize the provision of services and commodities along
monopolistic lines (something that Russian mineral and energy producers
know by heart).#

From a comparative perspective, the approach taken by Putin and his
group is, as a general approach to development, not new. What s new is:
(a) trivially obvious, the specific historical circumstances in which this proj-
ect was being launched and, (b) not so trivial, its fundamental understand-
ing of its amalgamated accumulation-as-power and trusteeship-led mode of
reproduction of social relations. The Russian ruling group faced a formidable
developmental task that required coherent and strategic actions, and the only
agency capable of achieving social and economic stability in the given cir-
cumstances was, indeed, the state. This, by the way, was in line with the East
European political tradition of the state playing a much more dominant role
as a principal agent of change.

So far so good, but as the perennial East European question goes (par-
ticularly in times of crisis), “If it is so good, why is it so bad?” I offer, as an
explanation, two fundamental drawbacks of the model’s implementation and
sequence. First, the model seems to be based (even if unintentionally) on
the “old-fashioned” approach of the first generation of developmental state
theorists such as Dudley Seers and Hans Singer, who emphasized the need
for a distributional approach to economic growth, with the state’s main role
being that of principal distributor of wealth. In that sense, the policies based
on that notion were emphasizing just one side of the role of the state. What
was needed was rather a dual-track, more flexible (more “modern”) approach.
Contemporary theorists of the developmental state would suggest that the
state should be an engine of “liberal” policies and a guarantor of their imple-
mentation in the area of economic growth and generation of national income,
and simultaneously of the “social and re-distributive” mechanism by giving
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some developmental opportunities to the poorer section of the population
and worse-off regions.

Everyone now is talking about modernization and modernity in Rus-
sia.* Such talk has become fashionable for radio hosts and newspapers. The
problem is that there is no comprehensive economic modernization under-
way. Whether we like it or not, Russia is today a largely de-industrialized,
resource-dependent country with no serious base for technological inno-
vation.”” Except for the enormously powerful energy sector and high-tech
pockets of the military industry, she is not internationally competitive. Is that
enough to keep Russia prosperous, stable, and internationally meaningful? Is
that adequate for the Russian aspirations? These questions are for the Rus-
sians to answer.

A second important point that needs to be made relates to the sequence
of the Putin Group Project’s implementation. The first six years of the trust-
eeship-led process of stabilizing the economy, re-creating a state, regrouping
power, reshaping politics, diminishing poverty, stopping criminalization of
the society, saving oil money, and so on were largely necessary steps. Cumu-
latively, they formed a strong foundation for the developmental state and, in
general, were quite indispensable prerequisites for making the system work
again. However, it is quite clear that there was no “second-phase plan” to
move from “stabilization” to “accelerated modernization” (ideally from the
middle of the first decade). I can only speculate why such a plan did not
materialize in 2005-06, when the Kremlin got everything— political power,
resources, and high social support at once.” The point is that Russia did not
enter (having enough resources and power to do so by 2005—06) a second,
logical, and fundamentally important phase of fast modernization of industry
accompanied by political empowerment of the citizenry. It looks as if groups
of busy construction workers suddenly stopped building the road they had
so promisingly started, switched off their machines, and went back to patch
the holes that were formed while they were busy advancing the construction.
(Does this not seem reminiscent of the idea of the National Projects?) In
other words, Russia did not capitalize on her wealth to the extent she could
have (as her fellow members of BRIC did).*

For the above two reasons, the answer to the key question of whether
Putin’s project has hit a dead end shall at this point be quite ambiguous.
Everything depends on the government’s/presidency’s next steps. The eco-
nomic crisis finally made it painfully clear that a patchwork approach is not
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an option. Russia has no choice other than to try to reinvent itself or risk

marginalization. There are four basic ways to follow now, and I discuss them

in the last section of this chapter, “Do it or lose it.”

I cannot end this section without—at least briefly—touching on two

of the most contested issues of Putin’s presidency: (1) his attitude toward

democracy, and (2) the regime’s ideology.

28

Democracy as we know it today has many faces. Who does not claim today
that democracy is a good thing? Those who have their system labeled as
“democratic” are those who are “civilized” by contrast to the noncivilized
part (actually the majority) of the world. But a lot depends on the content
we put into a word.®® Popular demand for democratization for the “aver-
age person” is in large part a demand for a fairer redistribution of access
to health, education, and income. There is nothing wrong with people
who are concerned for themselves and their families, and would like to
prolong their lives in good health, arrange an education for their children
to improve their life opportunities, and worry about the stability of their
incomes. On all these fronts, we have witnessed a massive retreat in Rus-
sia from 1991 to 2001 and a meager but steady improvement from 2001
to 2008. The unequal participation in “transitional rent” seems to be the
main cause of the growing gap between the democratically elected elite
and the public and the root cause of the growth of a new breed of radical
populism (see Limonov’s Party). The main problem of the late 1990s in
Russia was that only a few were able to fully take advantage of the fruits
of the developing democratic opening created by Yeltsin. What liberalism
meant in Russian practice was the liberalization of the narrow business/
political elite from any legal or social control. Liberalization of the elite
compounded by its (in comparative terms) enormous wealth made it pos-
sible for it to commodify democracy. That is to say that “democracy” dur-
ing the 1990s became a commodity in Russia like anything else (a “thing”
that one could buy and sell on the “democratic market”). By buying access
to the political process, the redistribution/privatization of property, the
media, elections at any level, and decision makers and politicians (in other
words, the purchase of civil liberties), a select few were able to become the
de facto owners of the state and enjoyers of democracy. Politically speak-
ing, the most profound result of this process was the liberation of the elite,
mostly political and business figures, from the state, from the executive
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powers that it represents, and from the rest of the population. The Krem-
lin’s reaction was to develop a hybrid of “sovereign democracy.”! This
notion—if deciphered rather than judged —tells us a lot about both the
elite’s fears and its goals. “Sovereignty,” in this approach, means a regime’s
capacity (economic independence, military strength, and capacity to
withstand global pressures and “foreign influence”) to be nondependent
and thus non-subordinated. “Democracy” means opening for a change,
creating a space for the ruling group to govern via reformist strategies;
to have some societal support (as most of Russians support the notion
of democracy) but not to put too much trust in society; to create an illu-
sion of political pluralism without giving a chance for the development of
politics to become a hostage of dominant capital; and, finally, to use it as
a tool of legitimization. The regime put a pragmatic spin on the deeply
ideological term that “democracy” usually is in order to merge, as Richard
Sakwa insightfully observed, this group’s simultaneous belief in liberalism
and conservative authoritarianism.’? After all, one of the lessons from the
Soviet past that this group learned was that in the final account, people
are ruled by ideas and hardly by anything else.

2. So is there any dominant ideology in Russia on which to move for-
ward? In December 2009, the largest political party—United Russia—
labeled itself a “conservative party.” Such a revival of conservatism in Rus-
sia is quite a remarkable development in the home of the Bolshevik Revo-
lution. If you look closely, however, at the behavior of the Russian politi-
cal elite, particularly over the last decade, it looks as though conservative
ideas have indeed served them fairly well in maintaining their hold on
both power and wealth. On the surface, the key tenets of classical con-
servatism fit into United Russia’s developmental-state project, with such
distinguishing features as a lack of trust in civil society, economic develop-
ment mandated from above, the central role of the state, distrust in lib-
eral democracy, preservation of social inequalities, the introduction of low
taxes, the de facto destruction of welfare provisions, and, above all, trust in
the magic effectiveness of vertical power.

There are, however, at least three problems—as seen from a political-

economy perspective—with the “conservativeness” of United Russia. First,
as Russian citizens seem to be simply the objects of a power game played
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by the elite, the party is unable to genuinely mass mobilize Russian society;
second, conservatives’ dislike of change makes it pretty useless as an ideology
for the larger-scale goal of modernization; third, conservatives usually react
oppressively to any societal upheavals and are thus unable to effectively man-
age or absorb discontent (which is quite natural in a time of prolonged eco-
nomic uncertainty). On top of those liabilities, the “official” Russian version
of conservatism lacks both coherence and a strategic sense of the future; it is
simply a manifestation of the political class’s current loyalty to the authorities
of the day.

Against this background, President Medvedev’s critique of the current
state of the federation and his ambitious (but still general) plan to thor-
oughly modernize the Russian economy, and, as an indispensable part of it,
society, seems to be only partially compatible, in the short term, with the
socio-economic approach of the dominant Russian party and on a direct
collision course, in the long term, with its sense of political management of
the country. So far, such a direct collision has been avoided, as the president
has adroitly chosen not to seek broader social support for his blueprint and
has limited the scope of permitted change to the realm of the economy. This
approach can become the nucleus of a Russian version of progressivism that is
aimed at deep economic and social modernization but still timid in its depth
of political restructuring.

Do It or Lose It—The Russian Developmental State in (In)Action

A perennial question among Russia’s intelligentsia is, “Chto delat?”—What
is to be done?

With an uneasy humbleness, we shall collectively say that we do
not know for sure. Based on our best knowledge, we can only point to
the best examples known and extrapolate/adjust those experiences into
the specific conditions of today’s Russia. Crudely, there are at least four
basic choices to be made, each with its nationally shaped variations
and mutations:

The “developmental state way” (as in the East-Asian model)

—

The “conservative modernization” way

“deep modernization”

The “EU way.”

T
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Each “model” has some built-in uncertainties and contradictions; each
requires strong political will and policy-implementation capacity. Guaran-
teed success of any one is anything but certain. My point is, however, that by
not making a decision, Russia, willingly or not, will slide down to the junior
league of states, regardless of a quite-sure oil price recovery.

1. The developmental-state option: a lot of energy, money, and political capi-
tal already have been invested in that strategy for Russia’s change. This sce-
nario would unfold (obviously, at this point, only hypothetically) as follows:
Based on the hitherto achieved pattern of accumulation/power, the Russian
ruling group decides to move to the next level of developmental-state evo-
lution—a deep and systemic modernization of the country. But the initial
Kremlin-elite-based trusteeship of the stabilization/consolidation period
(roughly 2000-05) is no longer enough to move ahead. They prepare a plan
that will envision modernization, not narrowly defined (as the need for
new technology and equipment) but as an all-embracing, staged process
of legal/institutional, economic/social, technological, research/educational,
and conscience/ideological change. They set in motion reforms and then
move to a clear cluster of priorities in their plan, centered on reconstruct-
ing a sophisticated industrial base linked to innovative scientific research/
implementation and pushing banks to finance it. Only those who are really
competitive get the money. The Kremlin makes special efforts to make rules
and procedures as clear as possible for business, and supports these through
a strong, corruption-free court system. Corruption at large is at least halted
thanks to changes in the regulatory system, punitive actions, and changing
social attitudes that no longer accept it. As the Kremlin needs to find a
larger pro-modernization consensus and ways to convince/co-opt/neutral-
ize powerful, interest-based opponents, located mainly in the energy sec-
tor, they choose to rely on the small middle-class, medium-scale business,
and that section of bureaucracy that is dynamic enough to implement new
policies. They also are reshaping the “elite,” as only a new ruling group will
be able to carry on with the enormously complex tasks. At the same time,
they launch a mass-media campaign to explain to the different constituen-
cies the benefits of going through a painful and unexpectedly long (five or
six years) initial modernization process (and of the danger of not setting
off down this path). As the process advances, the Kremlin is peacefully
undermining rising social discontent, which is normal as the redistributive
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function of the state is being incrementally diminished and increasingly
targeted, and is gaining enough support to make the bold move of reform-
ing the resource and energy sectors. In the first stage (one or two years),
they will need harsh measures; paradoxically, one of the impediments to the
successful implementation of the “developmental-state scenario” was that
Putin was “not dictatorial enough.” Finally (within three-plus years), they
move decisively to the point of democratization of the developmental state.
Does this sound like fantasy? Is there any choice other than some form of
this fantasy than a comfortable oil-and-gas-cushioned semi-stagnation?

The second way is to have a “conservative modernization.” Such a sce-
nario embraces at least five components: (a) some transfer of most mod-
ern technology—mainly to military industry, as it will be the only sector
capable of absorbing it; (b) keeping the budget filled with petrodollars,
which will be quite sufficient at $68 to $70 per barrel to fulfill current levels
of social and security obligations; (c) strengthening military and security
capacity to secure its diminishing economic and social power both domes-
tically and internationally; (d) implementing even more assertive interna-
tional policies to hide domestic weakness (for instance, in the Arctic); (e)
at least a partial renewal of the elite—in key areas of security and higher-
end regional/federal bureaucracy —which is capable of moving beyond the
“stability-stagnation phase.” Within this scenario, the Russian state can
go on without any significant change for at least a couple of years. The
rhetoric would be changed, however, focused on a more skillful use of the
language of modernization, change, and openness. Thorough moderniza-
tion can be postponed and reconsidered at a later stage. Energy price sta-
bility at above $70 per barrel would be very important to this scenario, and
Russia should try to support/create a global mechanism for oil and gas
price control. The above scenario is socially risky—as the state should con-
tain any political upheavals and continue to block any significant source
of opposition—but it is nonetheless doable (at least for a few years). The
implementation of this scenario will be very much appreciated by the
current politico-economic elite, as it would mean a stabilization of their
power/wealth/influence and also would diminish the level of uncertainty
related to the implementation of any alternative scenarios. In the long run,
it might relegate Russia to the “secondary powers” club for some years and
push it toward marginalization, but no state can be sure of its position in
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the unpredictable global environment we have entered due to the current
€Conomic Crisis.

The “deep-modernization” scenario differs from the previous one in scale
and in the engagement of significant social actors in the process of mod-
ernization and, crucially, re-industrialization of Russia. It assumes, quite
safely, that one cannot modernize the Russian economy without, in time,
modernizing the state’s governance principles and enabling society to be
more empowered. Russia cannot become stronger without strengthening
an industrial base that looks like an obsolete and job-losing machine. It
also assumes two more things: that any social or economic change requires
the presence of political subjects who are willing and capable of support-
ing the alternative (i.e., modernization), and that “modernization ideol-
ogy” is only as good as the meaningful societal support it garners. Thus a
meaningful modernization in Russia will require significant societal sup-
port, as it will be a real struggle to change the key sectors of the economy
and reshape well-entrenched habits and structures. It also will require
the participation of organized interest groups that will link their future
prosperity with a modernized Russia. It can potentially attract followers,
particularly among the middle class, small- and mid-size entrepreneurs,
and youth.

Even a loose coalition of “deep modernizers” around the president can
create the additional political space that could make Russia more hos-
pitable to the ewvolutionary change that eventually will make the country
stronger, more prosperous, and more respected. We admit that the actual
level and depth of such support is, at present, unknown, and thus it would
be quite risky politically and socially to start a wholesale implementation
of the “modernization project” without the formation of a “movement for
modernization” that eventually (if it is to gain significant support) may
take the shape of a new centrist political party. There are, however, sig-
nificant risks to such development. Two spring immediately to mind:
such a “progressivist” movement might be too all-embracing and thus too
loose to formalize itself as a coherent political party or even a social move-
ment, and, second, as history tells us, socio-economic modernizations are
capable of delivering a deathblow to the existing system —something that
nobody in power is likely to welcome.
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4. The “EU way” is a fourth possible option. Obviously, I am not advocating
transposing a copy of European Union onto Russia or her applying to join
the EU or even imitating its legal system. Vladislav Inozemtsev, a well-
known Russian economist, made a very good point by saying that “this path
doesn't require such a strong developmental state as the first one, but needs
a radical political decision to be made...a pro-European policy based on
accepting, if not European values, EU practices. If Russia accepts at least
part of the EU-wide regulations known as acqui communitaire, complies
with European ecological, competition, trade, and some social protection
standards...the modernization of this country may take another direc-
tion.””®* Of course, it would be a revolutionary decision that would shake
the whole system. Russia is far away (institutionally/legally and strategi-
cally, as far as the state is concerned) from the EU. This also would mean
reshaping Russian foreign policy and some portion of the elite’s mentality;
but as Russian economic interests are located between Europe and Asia,
this becoming a “compatible state but not within the same system” might
be a sustainable choice. It would give Russia a firm place within the EU
quasi-empire, even if it has been dented recently by deep fiscal problems,
guarantee its security, offer better access to the EU market, reinforce Rus-
sia’s position as a European power, and form a natural counterbalance to
the “China vector” (see Bobo Lo’s chapter in this volume).

In all cases, the ruling group must consider moving from the “trusteeship”
mode of ruling Russia to a “social coalitions”—based system. As history has
shown, even the most enlightened “trusteeship” cannot reorganize the sys-
tem (in the long term) without broader societal support. At this moment, the
game is not about technology and innovation transfer, as some members of
the elite advocate; rather, it is about making Russian society and its economy
innovatively oriented, with the state playing a decisive role in that process.

The choice among accelerated continuity, “deep modernization,” and
“status quo evolution” should be carefully considered, as the future of a huge
country is at stake. What is certain is that the lack of real modernization/
innovation policies of the last four or five years cannot be continued without
serious, negative, long-term consequences. The only good thing about the
current crisis is that no one can deny the necessity for accelerated change and
the need for a larger societal debate about the future of the country. And this,
in and of itself, is a good thing for Russia.
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CHAPTER TWO

The Long Road to Normalcy:
Where Russia Now Stands

Viadimir Popov

A “Normal” Country?

The world economic recession hit Russia harder than other countries due to
the collapse of oil prices, the outflow of capital caused by world recession, and
poor policies to cope with the shock. The reduction in GDP in 2009 totaled
7.9 percent, as compared to 2.5 percent in the United States, 4.1 percent in
the European Union, and 5.2 percent in Japan. Emerging markets, however,
did much better than developed countries. China grew by 8.7 percent, India
by 5.7 percent, the Middle East by 2.4 percent, and sub-Saharan Africa by
2.1 percent. Only the economies of Latin America, Eastern Europe, and the
tormer Soviet Union contracted, by 1.8 percent, 3.7 percent, and 6.6 percent,
respectively.

From 1989 to 1998, Russia experienced a transformational recession—
GDP fell to 55 percent of the pre-recession 1989 level. From 1999 to 2008,
the Russian economy was recovering at a rate of about 7 percent a year and
barely reached the pre-recession peak of 1989 (fig. 2.1 and fig. 2.2).! Now, even
with some luck, pre-recession GDP won't be surpassed until 2010-12. In sum,
therefore, for two decades there has been no increase in output.

In 2004-05, Andrew Schleifer and Daniel Triesman published an arti-
cle titled “A Normal Country: Russia after Communism.” They compared
Russia to Brazil, China, India, Turkey, and other developing countries,
and argued that in terms of crime, income inequalities, corruption, macro-
economic instability, and other typical curses of the Third World, Russia is
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by far not the worst—indeed, somewhere in the middle of the list, and better
than Nigeria, although worse than China. In short, Russia is a normal devel-
oping country.

The USSR was an abnormal developing country. The Soviet Union put
the first man into space and had about twenty Nobel Prize winners in sci-
ence and literature. Out of about forty living laureates of the Fields Medal
(awarded since 1936 and recognized as the “Nobel Prize in mathematics”),
eight come from the former Soviet Union, which had less than 5 percent of
the world’s population. The USSR had universal free health care and educa-
tion—the best among developing countries—low income inequalities, and
relatively low crime and corruption. By 1965 Soviet life expectancy increased
to seventy years —only two years below that of the United States, even though
per capita income was only 20 percent to 25 percent of the U.S. level.

The transition to a market economy in the 199os brought about the dis-
mantling of the Soviet state: the provision of all public goods, from health
care to law and order, fell dramatically. The shadow economy, which the most
generous estimates place at 1o percent to 15 percent of the GDP under Bre-
zhnev, grew to 50 percent of the GDP by the mid-1990s. In 198085, the
Soviet Union was placed in the middle of a list of fifty-four countries rated
according to their level of corruption, with a bureaucracy cleaner than that of
Italy, Greece, Portugal, South Korea, and practically all the developing coun-
tries. In 1996, after the establishment of a market economy and the victory of
democracy, Russia came in forty-eighth in the same list, between India and
Venezuela (fig. 2.3).

Income inequalities increased greatly: the Gini coefficient increased from
26 percent in 1986 to 40 percent in 2000, and then to 42 percent in 2007 (fig.
2.4). The decile coefficient— the ratio of the incomes of the wealthiest 10 per-
cent of the population to the incomes of the poorest 10 percent—increased
from 8 percent in 1992 to 14 in 2000, and then to 17 in 2007. But the inequali-
ties at the very top increased much faster: in 1995, there was no person in Rus-
sia worth over $1 billion; in 2007, according to Forbes magazine, Russia had 53
billionaires, which propelled the country to second or third place in the world
in this regard after the United States (415) and Germany (s5) (see fig. 2.5).
Indeed, Russia had two fewer billionaires than Germany, but Russia’s bil-
lionaires were worth a total of $282 billion ($37 billion more than Germany’s
richest). In 2008 the number of billionaires in Russia increased to eighty-six,
with a total worth of over $500 billion—a full one-third of national GDP.
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The Soviet Union was abnormal —there were no billionaires at all and very
few millionaires (perhaps only a dozen, in the shadow economy).

Worst of all, the criminalization of Russian society grew dramatically in
the 1990s. Crime had been rising gradually in the Soviet Union since the
mid-1960s, but after the collapse of the USSR there was an unprecedented
surge: in just a few years in the early 1990s, crime and murder rates doubled
and reached one of the highest levels in the world. By the mid-1990s, the
murder rate stood at more than thirty people per 100,000 (fig. 2.6) as com-
pared with one or two people per 100,000 in Western and Eastern Europe,
Canada, China, Japan, Mauritius, and Israel. Only two countries in the world
(not counting some war-torn, collapsed states), South Africa and Colombia,
had higher murder rates, whereas in Brazil and Mexico the rate was half that
of Russia. Even the United States’ murder rate, the highest in the developed
world—six to seven people per 100,000 —pales in comparison with Russia’s.

The Russian rate of death from external causes (accidents, murders, and
suicides) had, by the beginning of the twenty-first century, skyrocketed to 245
people per 100,000. It was higher than in any of the 187 countries covered by
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WHO estimates in 2002—equivalent to 2.45 deaths per 1,000 a year, or 159
per 1,000 over 65 years, which was the average life expectancy in Russia in
2002. Put differently, if these rates were to continue to hold, one out of six
Russians born in 2002 would have an “unnatural” death. To be sure, in the
1980s murder, suicide, and accidental death rates were already quite high in
Russia, Ukraine, Belarus, Latvia, Estonia, Moldova, and Kazakhstan —sev-
eral times higher than in other former Soviet republics and in East European
countries. However, they were roughly comparable to those of other coun-
tries with the same level of development. In the 1990s, these rates rapidly
increased, far outstripping those in the rest of the world.

The mortality rate grew from ten people per 1,000 in 1990 to 16 in 1994,
and stayed at a level of fourteen to sixteen per 1,000 thereafter. This was a true
mortality crisis—a unique case in history, where mortality rates increased by
60 percent in just five years without any wars, epidemics, or volcano erup-
tions. Russia had never, in the postwar period, had mortality rates as high
as those in the 1990s. Even in 1950—53, during the last years of the Stalin’s
regime, with the high death rates in the labor camps and the consequences of
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wartime malnutrition and wounds, the mortality rate was only nine to ten per
1,000, as compared to fourteen to sixteen in 1994—2008 (fig. 2.7).

The Russian Human Development index (computed as the average of
indicators of PPP GDP per capita, life expectancy, and educational level cali-
brated from o to 100) did not increase through the 1990s and fell below the
level of Cuba and probably that of China (fig. 2.8).

Russia became a typical “petrostate.” Few specialists would call the USSR
a resource-based economy, but Russia’s industrial structure changed consid-
erably after the transition to the market. The 1990s were indeed a period of
rapid de-industrialization and “resourcialization” of the Russian economy,
and the growth of world fuel prices since 1999 seems to have reinforced this
trend. The share of output of the major resource industries (fuel, energy, met-
als) in total Russian industrial output increased from about 25 percent to over
50 percent by the mid-199os and stayed at this high level thereafter. This was
partly the result of changing price ratios (greater price increases in resource
industries), but also that the real growth rates of output were lower in the
non-resource sector. The share of mineral products, metals, and diamonds in
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[Source: Human Development Report]

Russian exports increased from 52 percent in 1990 (USSR) to 67 percent in
1995, and to 81 percent in 2007, whereas the share of machinery and equip-
ment in exports fell from 18 percent in 1990 (USSR) to 10 percent in 1995, and
then to below 6 percent in 2007.

The share of spending in research and development was 3.5 percent
of GDP in the late 1980s in the USSR. It has fallen to 1.3 percent in Rus-
sia today (compared with China—1.3 percent; United States, Korea, Japan—
2 percent to 3 percent; Finland — 4 percent; Israel —5 percent). So today’s Rus-
sia really looks like a “normal” resource-abundant developing country.

Perhaps all these sacrifices were justified by the transition to democracy.
But there is not much democracy in Russia today, at least according to the
Freedom House. The index of political rights, computed by this institution
and ranging from 1 (perfect democracy) to 7 (complete authoritarianism),
after decreasing to 3 in 1991—97, returned to the pre-transition level of 6 in
2004-08 (fig. 2.9).

To understand Russia today, one has to evaluate the record of the last
twenty years. In the late 1980s, during Gorbachev’s perestroika, the Soviet
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Figure 2.9 Political rights index in the USSR and in Russia, 1989—2008  [Source: Freedom House]

Union was aspiring to join the club of rich democratic nations, but instead
degraded in the next decade to a position of a normal developing country,
which is considered neither democratic nor capable of engineering a growth
miracle. For some outsiders, a “normal developing country” may look better
than the ominous superpower posing a threat to Western values. But insiders
feel differently. Most Russians want to find a way to modernize the country so
as to make it prosperous and democratic. However, they also feel that some-
thing went very wrong during the transition; the policies and political leaders
of the 1990s are totally discredited.

To understand the popularity of Putin in 200008 —and now the Putin-
Medvedev tandem —one has to bear in mind that Putin’s policy is the de
facto denial of the across-the-board liberalization policies of Yeltsin, his pre-
decessor. It is in essence a modernization project intended to put a halt to
the degradation of the 1990s. The actual achievements of 200008 may be
modest, but they are real: nearly a decade of economic growth; an increase
in government revenues and spending; an accumulation of foreign-exchange
reserves; a decrease in mortality, murders, and suicides, all thus preventing
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the disintegration of the country. When Putin was elected president for the
first time in 2000, he received 53 percent of the vote. In 2004 he was elected
with 71 percent of the vote, and more than 60 percent said they would vote
for him in September 2007, never mind that he was not going to run. Even
today, in the midst of the economic recession, Putin-Medvedev’s policy is
receiving a 50 percent-plus approval rate.

Why was Russian performance worse than that of other transition econo-
mies? The answer is twofold: the immediate reasons are associated with the
collapse of the state institutions that occurred in the late 1980s and 1990s; the
deeper reasons (that explain this institutional collapse of the 1990s) are rooted
in the three-hundred-year trajectory of Russian institutional development.

Short-term Perspective: Why Russia Did Worse

The debates of the 199os juxtaposed shock therapy strategy to gradualism.
The question of why Russia had to pay a greater price for economic transi-
tion was answered differently by those who advocated shock therapy from
those who supported gradual piecemeal reforms. Shock therapists argued
that much of the costs of the reforms should be attributed to inconsisten-
cies of the policies followed, namely, to slow economic liberalization and to
the inability of the governments and the central banks to fight inflation in
the first half of the 1990s. Supporters of gradual transition stated exactly the
opposite, blaming the attempt to introduce a conventional shock therapy
package for all the disasters and misfortunes.

In earlier articles, various explanations of the transformational recession
suggest an alternative solution: the collapse of output was caused primarily by
several groups of factors.? First, by greater distortions in the industrial struc-
ture and external trade patterns on the eve of the transition. Second, by the
collapse of state and non-state institutions, which occurred in the late 1980s—
early 1990s and which resulted in a chaotic transformation through crisis
management instead of organized and manageable transition. Third, by poor
economic policies, which basically consisted of bad macro-economic policy
and import-substitution industrial policy. Finally, fourth, the speed of reforms
(economic liberalization) affected performance negatively at the reduction-
of-output stage because enterprises were forced to restructure faster than they
possibly could (due to limited investment potential), but positively at the
recovery stage.
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In the first approximation, the economic recession that occurred in for-
mer Soviet Union (FSU) states was associated with the need to reallocate
resources in order to correct the inefficiencies in industrial structure inher-
ited from a centrally planned economy (CPE). These distortions included
over-militarization and over-industrialization; perverted trade flows among
former Soviet republics and COMECON countries; and excessively large,
and poor specialization of, industrial enterprises and agricultural farms. In
most cases, these distortions were more pronounced in Russia than in East-
ern Europe, not to mention China and Vietnam; the larger the distortions,
the greater the reduction of output. The transformational recession, to put it
in economic terms, was caused by adverse supply shock similar to that expe-
rienced by Western countries after the oil price hikes in 1973 and 1979 and to
postwar recessions caused by conversion of the defense industries.

Figure 2.10 shows that the reduction of output in Russia during the trans-
formational recession was to a large extent structural in nature: industries
with the greatest adverse supply shock (deteriorating terms of trade, relative
price ratios for outputs and inputs), such as light industry, experienced the
largest reduction of output. The evidence for all transition economies is in
table 2.1: the reduction of output by country is well explained by the indicator
of distortions in industrial structure and trade patterns (it remains statisti-
cally significant no matter what control variables are added). The magnitude
of distortions, in turn, determines the change in relative prices when they are
deregulated.

The nature of the recession was basically an adverse supply shock caused
by the change in relative prices. There was a limit to the speed of reallocating
capital from noncompetitive to competitive industries, which was determined
basically by the net investment/GDP ratio (gross investment minus retire-
ment of capital stock in the competitive industries, since in noncompetitive
industries the retiring capital stock should not be replaced anyway). It was
unreasonable to wipe away output in noncompetitive industries faster than
capital was being transferred to more efficient industries. Market-type reforms
in many post-communist economies created exactly this kind of a bottleneck.

Countries that followed the shock-therapy path found themselves in
a supply-side recession, which is likely to become a textbook example: an
excessive speed of change in relative prices required a magnitude of restruc-
turing that was simply non-achievable with the limited pool of investment.
Up to half of their economies was made noncompetitive overnight. Output
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Figure 2.10 Change in relative prices and output in Russian industry, 1990-98

in these noncompetitive industries had been falling for several years and in
some cases fell to virtually zero, whereas the growth of output in competitive
industries was constrained by, among other factors, the limited investment
potential and was not enough to compensate for the output loss in the inef-
ficient sectors.’

Hence, at least one general conclusion from the study of the experience
of transition economies appears to be relevant for the reform process in all
countries: provided that reforms create a need for restructuring (reallocation
of resources), the speed of reforms should be such that the magnitude of required
restructuring does not exceed the investment potential of the economy. In short,
the speed of adjustment and restructuring in every economy is limited, if due
only to the limited investment potential needed to reallocate capital stock.
This is the main rationale for gradual, rather than instant, phasing out of
tariff and nontariff barriers, of subsidies, and of other forms of government
support for particular sectors (it took nearly ten years for the European Eco-
nomic Community or NAFTA to abolish tariffs). This is a powerful argu-
ment against shock therapy, especially when reforms involved result in a
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sizable reallocation of resources. For Western countries with low trade barri-
ers, low subsidies, low degrees of price controls, etc., even fast, radical reforms
are not likely to require restructuring that would exceed the limit of invest-
ment potential. But for less developed countries with a lot of distortions in
their economies supported by explicit and implicit subsidies, fast removal of
these subsidies could easily result in such a need for restructuring, which is
beyond the ability of the economy due to investment and other constraints.

However, such a reduction of output due to the inability of the economy
to adjust rapidly to new price ratios is by no means inevitable if the deregu-
lation of prices proceeds gradually, or if losses from deteriorating terms of
trade for most affected industries are compensated by subsidies. The pace
of liberalization had to be no faster than the ability of the economy to move
resources from noncompetitive (under the new market price ratios) to com-
petitive industries.

Therefore, it should be expected that there is a negative relationship
between performance and the speed of liberalization. It also should be
expected that the larger magnitude of distortions in industrial structure and
trade patterns would lead to the greater reduction of output during the trans-
formational recession, but would not have much of an impact on performance
during the recovery stage (after which the noncompetitive sector would be
shut down completely).

The additional reason for the extreme depth of the transformational
recession was associated with the institutional collapse. Here differences
between EE and FSU countries are striking. The adverse supply shock in this
case came from the inability of the state to perform its traditional functions—
to collect taxes and to constrain the shadow economy and to ensure prop-
erty and contract rights and law and order in general. Naturally, the inabil-
ity to adequately enforce rules and regulations helped create a business
climate that was not conducive to growth and resulted in increased costs
for companies.

The measure of the institutional strength is the dynamics of government
expenditure during transition. This factor seems to have been far more impor-
tant than the speed of reforms. In Kolodko’s words, there “can be no doubt
that during the early transition there was a causal relationship between the
rapid shrinkage in the size of government and the significant fall in output.™
Keeping the government big does not guarantee favorable dynamics of out-
put, since government spending has to be efficient as well. However, the sharp
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decline in government spending, especially for the “ordinary government,” is a
sure recipe to ensure the collapse of institutions and the fall in output accom-
panied by the growing social inequalities and populist policies.

When real government expenditures fall by 50 percent and more —as hap-
pened in most CIS and Southeast Europe states in just several years—there
are practically no chances to compensate the decrease in the volume of
financing by the increased efficiency of institutions. As a result, the ability
of the state to enforce contracts and property rights, to fight criminalization,
and to ensure law and order in general falls dramatically.’

Thus, the story of the successes and failures of transition is not really the
story of consistent shock therapy and inconsistent gradualism. The major
plot of the post-socialist transformation “novel” is the preservation of strong
institutions in some countries (very different in other respects, from Central
Europe and Estonia to China, Uzbekistan, and Belarus®) and the collapse of
these institutions in the other countries. At least 9o percent of this story is
about the government failure (strength of state institutions), not about the
market failure (liberalization).

It is precisely this strong institutional framework that should be held
responsible for both—for the success of gradual reforms in China and shock
therapy in Vietnam, where strong authoritarian regimes were preserved and
CPE institutions were not dismantled before new market institutions were
created, and for the relative success of radical reforms in EE countries, espe-
cially in Central European countries, where strong democratic regimes and
new market institutions emerged quickly. And it is precisely the collapse of
a strong state and institutions that started in the USSR in the late 1980s and
continued in the successor states in the 199o0s, which explains the extreme
length, if not the extreme depth of the FSU transformational recession.

To put it differently, Gorbachev’s reforms of 1985—91 failed not because
they were gradual but because of the weakening of the state institutional
capacity leading to the inability of the government to control the flow of
events. Similarly, Yeltsin’s reforms in Russia, as well as economic reforms in
most other FSU states, were so costly not because of the shock therapy but
because of the collapse of the institutions needed to enforce law and order
and carry out a manageable transition.

It turns out that the FSU transition model (with the partial exemption
of Uzbekistan, Belarus, and Estonia) is based on a most unfortunate com-
bination of unfavorable initial conditions, institutional degradation, and
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inefficient economic policies, such as macro-economic populism and import
substitution.

What led to the institutional collapse and could it have been pre-
vented? Using the terminology of political science, it is appropriate to
distinguish between strong authoritarian regimes (China and Vietnam
and, to an extent, Belarus and Uzbekistan), strong democratic regimes
(Central European countries), and weak democratic regimes (most FSU
and Balkan states). The former two are politically liberal or liberalizing—
i.e., they protect individual rights, including those of property and contracts,
and create a framework of law and administration —while the latter regimes,
though democratic, are politically not so liberal, since they lack strong insti-
tutions and the ability to enforce law and order.” This gives rise to the phe-
nomenon of “illiberal democracies”—countries in which competitive elec-
tions are introduced before the rule of law is established. While European
countries in the nineteenth century and East Asian countries recently moved
from first establishing the rule of law to gradually introducing democratic
elections (Hong Kong is the most obvious example of the rule of law without
democracy), in Latin America, Africa, and now in CIS countries democratic
political systems were introduced in societies without a firm rule of law.

Authoritarian regimes (including communist), while gradually building
property rights and institutions, were filling the vacuum in the rule of law via
authoritarian means. After democratization occurred and illiberal democra-
cies emerged, they found themselves deprived of old authoritarian instru-
ments to ensure law and order, but without the newly developed democratic
mechanisms needed to guarantee property rights, contracts, and law and
order in general. No surprise, this had a devastating impact on investment
climate and output.

There is a clear relationship between the ratio of a rule-of-law index
on the eve of transition to a democratization index, on the one hand, and
economic performance during transition, on the other. To put it differently,
democratization without a strong rule of law, whether one likes acknowledg-
ing it or not, usually leads to the collapse of output. There is a price to pay for
early democratization—i.e., the introduction of competitive elections under
conditions in which fundamental liberal rights (personal freedom and safety,
property, contracts, fair trial in court, etc.) are not well established.

Finally, performance was of course affected by economic policy. Given
the weak institutional capacity of the state—its inadequate ability to enforce
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its own regulations—economic policies could hardly be “good.” Weak state
institutions usually imply populist macro-economic policies (budget deficits
resulting in high indebtedness and/or inflation, overvalued exchange rates),
which have a devastating impact on output. Conversely, strong institutional
capacity does not lead automatically to responsible economic policies. Exam-
ples range from the USSR before it collapsed (periodic outbursts of open or
hidden inflation) to such post-Soviet states as Uzbekistan and Belarus, which
seem to have stronger institutional potential than other FSU states but do
not demonstrate higher macro-economic stability.

Regressions tracing the impact of all mentioned factors are reported in
table 2.1. Some 80 to 9o percent of the variations in the dynamics of GDP in
1989—96 could be explained by the initial conditions (distortions and initial
GDP per capita), institutional capacity of the state (decline in government
revenues and rule of law and democracy indices), and macro-economic sta-
bility (inflation). If the rule of law and democracy indices are included in the
basic regression equation, they have predicted signs (positive impact of the
rule of law and negative impact of democracy) and are statistically significant
(equation 1), which is consistent with the results obtained for larger sample
of countries.®

The most powerful explanation, however, is exhibited by the index that
is computed as the ratio of the rule-of-law index to the democracy index:
83 percent of all variations in output can be explained by only three fac-
tors — pre-transition distortions, inflation, and the rule-of-law-to-democracy
index (table 2.1, equation 2). If the liberalization variable is added, it turns
out to be statistically insignificant and does not improve the fit (equation
3). At the same time, the ratio of the rule-of-law-to-democracy index and
the decline in government revenues are not substitutes, but rather comple-
ment each other in characterizing the process of institutional decay. These
two variables are not correlated and improve the fit when included together
in the same regression: Rz increases to 91 percent (equation 5) —a better result
than in regressions with only one of these variables. The liberalization index,
when added to the same equation, is not statistically significant and has the
“wrong” sign.

To test the robustness of the results, another year for the end of the
transformational recession, 1998, was chosen, so the period considered was
1989—98 (by the end of 1998, the absolute bottom was reached in twenty-
four of twenty-six countries that experienced the recession). The adjusted

The Long Road to Normalcy 57



EQUATIONS, NUMBER OF 1, 2,

OBSERVATIONS | VARIABLES N=28 N=28
Constant 5.3k 5.4
Distortions, % of GDP? —.005%% —.00g#
1987 PPP GDP per capita, % of the US level —.009%%* —.006%

War dummy®

Decline in government revenues as
a % of GDP from 1989-91 to 1993-96

Liberalization index in 1995

Log (inflation, % a year,
1990-95, geometric average)

Rule of law index, average for 1989-97, %

Democracy index, average for 1990-98, % —.00g
Ration of the rule of law to democracy index o7
Adjusted R?, % 82 83

Dependent variable = Log (1996 GDP as a % of 1989 GDP)
For China—all indicators are for the period of 1979-86 or similar

*, ¥k, %k significant at 1, 5 and 10% level respectively

a cumulative measure of distortions as a % of GDP equal to the sum of defense expenditure (minus 3% regarded as the ‘normal’ level),
deviations in industrial structure and trade openness from the ‘normal’ level, the share of heavily distorted trade (among the FSU
republics) and lightly distorted trade (with socialist countries) taken with a 33% weight — see (Popov, 2000) for details.

b equals 1 for Armenia, Azerbaijan, Croatia, Georgia, Macedonia, and Tajikistan and o for all other countries

c significant at 13% level

Table 2.1 Regression of change in GDP in 1989—96 on initial conditions, policy factors, and rule of law and
democracy indices, robust estimates
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Rz is slightly lower, but the statistical significance of coefficients remains
high (with the exception of the initial GDP per capita). The best equation is

shown below:

Log(Y98/89)=5.8-.006DIST-0.005Ycap87-0.39WAR-0.01GOVREVdecline-0.17logINFL-.003DEM
[248]  [oo09]  [3.22] [2.94] [460  [1.74]

N= 28, Adjusted R2 = 82%, T-statistics in brackets, all variables are shown in the same order as in equation 7 from table 2.1

(liberalization variable is omitted and DEM is democracy index, average for 199098, %).

Once again, if the liberalization variable is introduced in this equation, it
turns out to be insignificant.

Finally, to deal with the endogeneity problem (liberalization affects per-
formance but is also affected by performance—if output falls, liberalization
very likely would be halted) the liberalization variable was used with the
democracy-level variable.” The results are in table 2.2; the main difference
from table 2.1 is that liberalization now affects performance significantly and
negatively.

At the recovery stage (1998—2005), the impact of distortions on perfor-
mance disappears, but the influence of institutions persists, and the impact of
the speed of liberalization (the increment increase in the liberalization index)
becomes positive and significant.! This is very much in line with intuition:
after the noncompetitive sector is eradicated at the transformation-recession
stage, further liberalization (which inevitably becomes gradual at this point)
cannot do much harm, whereas institutional capacity always affects growth.

We end up with the plan that summarizes factors affecting performance
during transition: the FSU in general (there are some exceptions) and Russia
in particular had poor initial conditions (allocation of resources by industries
and regions under central planning was very different from market type; so
when prices were deregulated and allowed to govern the allocation of capital
and labor, sizable restructuring occurred leading to a recession). To add insult
to injury, there was dramatic decline in the institutional capacity of the state.

Long-term: Institutional Continuity

The scheme leaves us with the frustrating conclusion that the bulk of the reces-
sion of the 199os was inevitable (initial conditions and institutions are exoge-
nous, given preceding developments) and economic policy (fast liberalization
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EQUATIONS, NUMBER OF 1, 2, 3 4,

OBSERVATIONS / VARIABLES N=28 N=28 N=17 N=17
Constant 6.0%%
Pre-transition distortions, % of GDP —.01%%% —.02%%% —.004
1987 PPP GDP per capita, % of the US level —.007%%  — O1FF*

War dummy? —.29°

Liberalization index in 1995 —18%x —39% — gk — g
Decline in government revenues as —.02%¥* Q2K

a % of GDP from 1989-91 to 1993—-96

Log (inflation, % a year, R g gk g
1990—95, geometric average)

Rule of law index, average for 1989-97, % -.01°

Increase in the share of shadow economy —.02%*%

in GDP in 1989—94, p.p.

R2, % 86 77 88 90

Dependent variable = Log (1996 GDP as a % of 1989 GDP)
For China—all indicators are for the period of 1979-86 or similar

* significant at 1, 5 and 10% level respectively
a equals 1 for Armenia, Azerbaijan, Croatia, Georgia, Macedonia, and Tajikistan and o for all other countries

b, ¢ significant at 12 and 16% level respectively

Table 2.2 2SLS robust estimates, regression of change in GDP (1989-96) on initial conditions, institutional
capacity, liberalization, and rule of law and democracy indices (liberalization index instrumented with the
democracy level variable)



Russia as a % of the US

—————— USSR as a % of the US

1820

Figure 2.1 PPP GDP per capita in the USSR and Russia, percentage of the U.S. level
[Source: A. Maddison, “Statistics on World Population, GDP and Per Capita GDP, 1-2006 AD, 2008, http://www.ggdc.net/maddison/

Historical_Statistics/horizontal-file_og-2008.xls]

at early stages of development and poor macro-economic policy) more often
than not aggravated the recession. Besides, today, after the transformational
recession, the prospects for the future seem to depend mostly on institutional
capacity, which is the binding constraint of growth. With respect to distor-
tions, gradual liberalization should have facilitated avoiding the collapse of
output. But was it possible to preserve strong institutions, as happened in EE
and China? This is, in fact, the most crucial question —why some former com-
munist countries retained their strong institutions during reforms; whereas
in other countries, institutional capacity, even if it was strong previously,
deteriorated?

Soviet catch-up development looked impressive until the 1970s. In fact,
from the 1930s to the 1960s, the USSR and Japan were the only two major
developing countries that successfully bridged the gap with the West (fig. 2.11).

The highest rates of growth of labor productivity in the Soviet Union were
observed not in the 1930s (3 percent annually), but in the 1950s (6 percent).
The Total Factor Productivity (TFP) growth rates over decades increased
from 0.6 percent annually in the 1930s to 2.8 percent in the 1950s, and then fell
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steadily, becoming negative in the 1980os (table 2.3). The 1950s were thus the
“golden period” of Soviet economic growth (fig. 2.12). The patterns of Soviet
growth of the 1950s in terms of growth accounting were very similar to the
Japanese growth of the 1950s to 1970s and Korean and Taiwanese growth in
the 1960s to 1980s—fast increases in labor productivity counterweighted the
decline in capital productivity, such that the TFP increased markedly (table
2.3). However, high Soviet economic growth lasted only a decade; whereas
in East Asia it continued for three to four decades, propelling Japan, South
Korea, and Taiwan into the ranks of developed countries.

Among many reasons for the decline in the growth rate in the USSR in
the 1960s to the 1980s, the inability of a centrally planned economy to ensure
an adequate flow of investment into the replacement of retired fixed-capital
stock appears to be most crucial.!! The task of renovating physical capital
contradicted the short-term goal of fulfilling planned targets, and Soviet
planners therefore preferred to invest in new capacities instead of upgrading
old ones. Hence, after the massive investment in the USSR of the 1930s (the
“big push”), the highest productivity was achieved after the period equal to
the service life of capital stock (about twenty years) before there emerged a
need for massive investment into replacing retired stock. Afterwards, capital
stock started to age rapidly, sharply reducing capital productivity and lower-
ing labor productivity and the TFP growth rate.

If this explanation is correct, a centrally planned economy is doomed to
experience a growth slowdown after three decades of high growth following
a “big push.” In this respect, the relatively short Chinese experience with the
CPE (1949/1959—79) looks superior to the excessively long Soviet experience
(1929—91). This is one of the reasons to believe that the transition to a mar-
ket economy in the Soviet Union would have been more successful if it had
started in the 1960s.

The inability to make a timely transition to the market, to shift gears
and move the economy away from a planning trajectory leading to a dead
end, was perhaps caused by policy mistakes, and the accidental coincidence
of events, rather than by an intrinsic evolution of the system. But the result
was the slowdown of growth rates, the loss of social dynamism, the bureau-
cratization of the administrative apparatus, and deterioration of social indi-
cators (increases in the rates of alcoholism, murders, suicides, and mortal-
ity). The economy was still growing until the late 1980s but at a constantly
declining rate.

The Long Road to Normalcy 63



85/88/90)

TPF TPF
GROWTH GROWTH

OUTPUT CAPITAL CAPITAL/ UNIT ASSUMING 0.4
COUNTRY/ PER PER OUTPUT ELASTICITY OF ELASTICITY OF
PERIOD WORKER WORKER RATIO SUBSTITUTION  SUBSTITUTION
USSR (1928-39) 2.9 5.7 2.8 0.6
USSR (1940-49) 1.9 1.5 -0.4 13
USSR (1950-59) 5.8 7.4 1.6 2.8 1.1
USSR (1960-69) 3.0 5.4 2.4 0.8 1.1
USSR (1970-79) 2.1 5.0 2.9 0.1 1.2
USSR (1980-87) 1.4 4.0 2.6 —0.2 1.1
Japan (1950/57/65/— 23-32 17-25
85/88/90)
Korea (1950/60/65— 2.8-3.7 1.7-2.8
85/88/90)
Taiwan (1950/53/65— 2.6 -3 1.9-2.4

Table 2.3 Growth in the USSR and Asian economies, Western data, 1928-87 (average annual, %)
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Figure 2.12  Annual average productivity growth rates in Soviet economy, %

However, even if a transition to the market had been carried out in the
1960s, its success was not at all assured. Most likely, it would have produced
the same increase in income inequalities and the same weakening of state
institutional capacity that occurred three decades later. And the USSR/Rus-
sia would look more like Latin America, not like East Asia.

To make a transition to the market economy at the right time is a nec-
essary, but not a sufficient, condition for successful catch-up development.
Manufacturing growth is like cooking a good dish—all the necessary ingre-
dients should be in the right proportion; if even one of those ingredients is
under- or overrepresented, the “chemistry of growth” will not happen. Fast
economic growth can materialize in practice only if several necessary con-
ditions are met simultaneously. Rapid growth requires a number of crucial
inputs —infrastructure, human capital, land distribution in agrarian coun-
tries, strong state institutions, and economic stimuli, among other things.
Rodrik, Hausmann, and Velasco talk about “binding constraints” that hold
back economic growth; finding these constraints is a task in “growth diag-
nostics.””? In some cases, these constraints are associated with a lack of
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market liberalization; in others, with a lack of state capacity or human capital
or infrastructure.

Part of the answer to the question of why institutions started to weaken
during the late-Soviet era and then even more rapidly in the 199os, during
the transition to the market, is associated with the impact of democratization
on the quality of institutions. As argued in previous papers,'* democratiza-
tion carried out in a poor rule-of-law environment (weak state institutions)
is associated with further weakening of institutions and with worsening of
macro-economic policy, which has a negative impact on growth and does not
facilitate the building of a stable democratic regime, especially in resource-
rich countries.™

This is only part of the answer, however, because there are a few exam-
ples of fast catch-up development under democratic regimes (Japan after the
Second World War, Botswana and Mauritius after gaining independence in
the 1960s). Besides, democracy is an institution unto itself, and it remains
to be explained why some countries adopted it at earlier stages of develop-
ment, whereas others stayed authoritarian or returned to authoritarianism
after short-lived experiments with democracy. And finally, differences in the
institutional capacity of the state in countries with authoritarian regimes (for
example, China, the USSR, and Russia) are huge and need to be explained.

Yet another reason is the different trajectories of the genesis of the institu-
tions in colonized and non-colonized countries. All countries had traditional
community structures in the past; everywhere before Reformation, under the
Malthusian growth regime, the law of the land was what we now call “Asian
values” —the superiority of the interests of the community over the interests
of individuals.

Colonization of sub-Saharan Africa, South America, and, to a lesser
extent, South Asia led to complete or near-complete destruction of tradi-
tional (community) structures that were only partially replaced by the new
Western-style institutions. Among large geographical regions, only East
Asia, the Middle East and North Africa (MENA), and, to an extent, South
Asia managed to retain traditional community institutions despite colonial-
ism. It could be hypothesized that those countries and regions that preserved
traditional institutions in difficult times of colonialism and the imposition of
Western values retained a better chance for catch-up development than the
less fortunate regions of the world’s periphery, where the continuity of the
traditional structures was interrupted.’ Transplantation of institutions is a
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tricky business that works well only when tailored to the local traditions, such
that it does not interrupt the institutional continuity.’® Otherwise, it leads
either to a complete elimination of the local structures (the United States,
Canada, Australia) or to a nonviable mixture of old and new institutions that
is not very conducive to growth (Latin America, sub-Saharan Africa ).

In short, premature dismantling of collectivist institutions, even when
allowing to overcome the Malthusian trap, does now allow for healthy
growth. It leads to an increase in income inequalities and to a weakening of
institutional capacity, defined as the ability of the state to enforce it rules and
regulations."” “The frequent claim that inequality promotes accumulation
and growth does not get much support from history. On the contrary, great
economic inequality has always been correlated with extreme concentration
of political power, and that power has always been used to widen the income
gaps through rent-seeking and rent-keeping, forces that demonstrably retard
economic growth.”®

This explains differences in the long-term development trajectory of
institutions in China and Russia. China’s 1949 liberation was similar to the
Russian Revolution of 1917 not only because communists came to power in
both countries but because traditional collectivist institutions, ruined by pre-
ceding Westernization, were reestablished and strengthened. However, the
Russian communist regime of 1917—91 merely interrupted the process of the
transplantation of Western institutions that had been going on at least since
the seventeenth century; whereas in China, the liberation of 1949 returned
the country to a long-term institutional trajectory that was briefly (and only
partly) interrupted after the Opium Wars.

To put it differently, Russia already had been westernized before 1917, and
collectivist institutions that were introduced in Russia by the Revolution of
1917 had been largely alien to previous long-term institutional development.
If not for the Revolution of 1917, Russia would probably have followed the
trajectory of Latin America and sub-Saharan Africa, becoming a “normal”
developing country right away. On the other hand, China has aborted an
unsuccessful westernization attempt (1840s to 1949) and returned to collectiv-
ist (Asian values) institutions. What was a passing episode and a deviation
from the trend in Russia was a return to the mainstream development and
a restoration of a long-term trend in China. Hence, economic liberalization
from 1979 on in China, though accompanied by growing income inequalities
and crime and murder rates, has not resulted in institutional collapse.
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Conclusions

After allowing for differing initial conditions, it turns out that the fall in out-
put in transition economies was associated mostly with a poor business envi-
ronment, resulting from institutional collapse. Liberalization alone, when it
is not complemented with strong institutions, cannot guarantee good perfor-
mance. Institutional capacities, in turn, depend to a large extent on the com-
bination of the rule of law and democracy: the data seem to suggest that both
authoritarian and democratic regimes can have strong rules of law and can
deliver efficient institutions; whereas under a weak rule of law, authoritarian
regimes do a better job of maintaining efficient institutions than democra-
cies. To put it more succinctly, the record of illiberal democracies in ensur-
ing institutional capacities is the worst, which predictably has a devastating
impact on output.

Why do illiberal democracies emerge? Why did Russia become one of
these? It has been argued that the first group of countries that willingly and
unwillingly (colonialism) transplanted Western institutions (Latin America,
FSU, sub-Saharan Africa) ended up with high income inequalities and an
apparent lack of institutional capacity. On the other hand, the second group
of developing countries—regions that have never really departed from the
collectivist institutions and have preserved institutional continuity (East
Asia, India, MENA)—succeeded in maintaining low income and wealth
inequalities. This second group of countries may have stayed in the Malthu-
sian growth regime longer than others, but once technical progress allowed
them to exit from the Malthusian trap, their starting conditions in terms of
institutional capacity turned out to be better than those of the first group.

If this interpretation is correct, Russia unfortunately has fewer reasons to
be successful in its catch-up development than other regions of the develop-
ing world. After East Asia’s impressive breakthrough, the next growth mir-
acles are likely to occur in MENA Islamic countries (Turkey, Iran, Egypt,
etc.) and South Asia (India), while Latin America, sub-Saharan Africa, and
Russia would be falling behind.

From 1999 to 2008, when oil and gas prices were high, Russia enjoyed
relatively fast but not very healthy growth. Windfall fuel profits led to per-
sonal consumption, not to investment and public consumption, which were
exactly the bottlenecks of the growth process. Personal incomes were growing
faster than productivity, while investment, even in 2008, amounted to only 50
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percent of the 1989 level, and government spending on infrastructure, educa-
tion, health care, and research and development as a percentage of GDP did
not rebound to the levels of the late USSR.

The weaknesses of the Russian economy—an overvalued exchange rate, a
poorly diversified industrial and export structure, low spending for investment
and public goods, and high income inequalities—were partially concealed by
high oil and gas prices in 2003—08, but were revealed in 200809, as world
fuel oil prices fell. No wonder, the reduction of output in Russia (GDP fell by
8 percent in 2009) was greater than in all other countries of similar or larger
size. The paradox is that the need to deal with these weaknesses becomes
more acute exactly at a time when financial resources dried up. If Russia was
unable to deal with structural weaknesses during favorable years, there is vir-
tually no hope that investment and public services will be repaired in the lean
years. This inability to operate with a longer-term perspective is a sign of poor
institutional capacity.
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CHAPTER THREE

The Sovereign Bureaucracy

in Russia’s Modernizations

Georgi Derluguian

Ever since 1553, when the enterprising Englishman Richard Chancellor found
Archangelsk, instead of a northern bypass to India, Russia has been described
as Europe’s eccentric oher. The familiar tropes of comparison persisted over
the centuries: a gigantic frozen realm of fabulous natural riches, a different
tradition of Christianity, the subserviently fatalistic populace under mighty
autocratic rulers. The stress on otherness became a matter of faith for many
Russians themselves, from stolid conservatives to messianic subversives and
liberal Westernizers appalled by the “Asiatic” backwardness of their native
land. Today, the focal point is once again on natural resources and authoritar-
ianism associated with Vladimir Putin’s push to regain the position of Mos-
cow vis-a-vis its provinces, the near neighbors, and the West. This chapter,
however, does not seek to join the debate on Russia’s otherness. Its goal is
rather to situate the cumulative cycle of democratizations and de-democrati-
zations in the macro-historical perspective of Russia’s long-running modern-
izing efforts. The exercise is not purely theoretical insofar as it helps to clarify
the country’s dilemmas at the turn of the new century.

The current Kremlin image-makers sought to excuse the renewed
authoritarianism as “sovereign democracy.” This expression might be poor
propaganda. Nevertheless, it seems to reflect a certain reality. Putin’s main
achievement was a considerable degree of political sovereignty. The Russian
state after 2000 became autonomous from a spate of possible contenders: lib-
eral intelligentsia and domestic private capitalists, middle-class voters and
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political parties, multinational corporations and foreign “imperialist dic-
tates,” let alone the proverbial workers and peasants. This state is, indeed,
nobody’s servant except its own. Sovereign bureaucracy might serve a more
realistic definition.

One could stop here, at an indictment verging on satirical caricature.
Arguably, this has its own long tradition in the Russian political culture, from
the scathing letters of émigré prince Andrei Kurbsky directed to Ivan the
Terrible during the infamous oprichnina terror in the 1560s to the masterful
postmodernist prose of Vladimir Sorokin’s 4 Day in the Life of an Oprichnik.

Beyond the polemical élan of Russian intelligentsia, this chapter devel-
ops an alternative argument, which in the main derives from the geopolitical
and organizational theories of historical macrosociology." In this perspective,
Russia appears an uncertain, yet also quite-successful modernizer ever since
the unexpected arrival of Richard Chancellor had proven the opportunities as
well as dangers of being “discovered” by enterprising (and often smug) West-
erners. In the Russian case, centralized despotism, an extreme expression of
the state’s relative autonomy, has been the traditional strategy of mobiliz-
ing resources to remain a serious player in world geopolitics. The strategy of
despotic mobilization, however, had been exhausted shortly after 1945 along
with the once huge demographic pool of resilient peasants. This historical
transformation not once but twice led the ostensibly totalitarian Soviet colos-
sus into democratizations, those of Khrushchev and Gorbachev. The ruinous
(albeit perhaps not the worst possible) outcome of Gorbachev’s perestroika
formed the domestic and international landscape inherited by Putin. If the
present recovery of state power becomes a platform for another moderniza-
tion, in a consequential historical irony Mr. Putin might yet prove a contribu-
tor to Russia’s future democratization.?

At the moment, this prospect seems uncertain. Russian modernizations
had a checkered history replete with false starts. In fact, the half-century since
the Khrushchev Thaw could be viewed as the single lasting period of faltering
attempts to find the formula of robust socioeconomic development minus the
terror and coercion that had characterized the past efforts to catch up with
contemporary world powers. In a more materialist formulation, that’s what
is usually called Russia’s “damn question.” The hope today is that something
important could be learned from the past, and this calls for a systematic and
theoretically disciplined inquiry rather than circular ideological polemic. This
does not mean an Olympian detachment in discussing Russian matters. To
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the contrary, making good use of macro-historical theory means bringing
heftier arguments into the fray. A polemical name-calling is just a slap in the
face; a robust theoretical argument made accessible to broader public could
deliver a sweeping blow and, hopefully, change the very terms of debate.

The Russian Tradition of Modernizations

The great leaps forward in emulation of best foreign practices have been an
intrinsic part of Russian historical dynamics ever since the emergence of the
Muscovite state in the late fifteenth century. Emulation in modern times was
actually the norm for successful states as well as businesses. Innovation is by
definition sporadic and unique, while diffusion is the game in which the rest
are catching up as soon as they can on the pain of being pushed to the mar-
gins. The pattern of modern geopolitics was in fact the relentless expansion
of large territorial states that concentrated all four sources of social power:
military, economic, religious/ideological, and the fourth, the quintessentially
modern kind of power provided by bureaucratic coordination.’ In the pro-
cess, the West has scored a victory of planetary proportions, which is only
now being balanced by the resurgence of Asia.*

During the last five centuries, Russia was reasonably successful in holding
its ground. From the low start in the wake of medieval nomadic devastations,
the rulers of Muscovy turned their realm into the rapidly expanding gunpow-
der empire capable of reversing the secular vector of nomadic raiding and
emerging alongside the preeminent powers of its epoch: the post-reconquista
Spain, Poland-Lithuania, Ottoman Turkey, the Safavi Iran, and Ming China.
At that early stage, the models of success were still found mainly in the East.
For Muscovy, this was Ottoman Turkey. The autocracy coalescing in the reign
of Ivan the Terrible, complete with a rather developed bureaucracy of prikazy,
the musketeer army of szre/tsy, the official church, and the dwvoriane corps of
aristocratic cavalrymen, was not at all traditional but rather an adaptation of
advanced Ottoman practices.’ The same, of course, was even truer of Petrine
reforms informed by the contemporary examples of Holland and Sweden.

For the sake of brevity, I will limit this historical reconstruction to
three observations. First, Russia rose impressively through the sixteenth-
and the eighteenth-century rounds of modernization, eventually leaving
behind many contemporary states in its class: Poland, Turkey, Iran, China,
and even Spain and Austria. This was not a race toward any idealistic
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evolutionary goal, such as civic modernity, let alone human freedom.
Modernization so far meant catching up with the advanced levels of
war-making capacity tested in the ongoing geopolitical confrontations
with rivals.®

Second, tsarist Russia was an explicitly statist, coercion-intensive mod-
ernizer. In this, Russia was hardly unique—need one be reminded of Swe-
den’s Gustavus Adolphus, Louis XIV and his intendants, Friedrich the Great
of Prussia, or Japan’s Meiji Restoration? Culturally and geographically, how-
ever, Russia stood at a relatively greater distance from the core of emergent
capitalism. On the one hand, the distance plus sheer size helped to insulate
Russia from geopolitical pressures and unequal economic exchange (which
had long plagued the Poles and the Turks). On the other hand, cultural and
geographic distance made it difficult to monitor Western advances. The Rus-
sian reactions seemed slow. In such phases, the country appeared slumbering
to its critics. And then the long overdue change arrived in “rapid bursts of
creative destruction,” to use Schumpeter’s famous expression.

In each instance, Russian modernizations were led by state rulers, not
capitalists. And every time, the leap forward began with the ruler creat-
ing a new corpus of cadres outside the old established elite, the sover-
eign weapon of choice. The reforms of Ivan, Peter, and Stalin amounted
to revolutions from above that invariably started with the ferocious
attacks on established social hierarchies, institutions, classes, and mat-
ters of faith. Terror cannot be blamed on psychology alone, because in all
three instances madness had a discernible method. Extreme coercion
served to undo the domestic sociopolitical obstacles, to wrestle and cen-
tralize the material and human resources to feed the modernizing efforts.
The human costs to the established elites were horrific, and still greater
for commoners.

Last but not least, in all three modernizing cycles there emerged similar
patterns of resistance: conservative in the beginning, when peasants, clergy,
and older nobilities desperately fought to defend their vanishing worlds;
later turning into the progressive variety of criticism escalating into political
resistance by the new classes and groups emerging from the modernization
itself. This mechanism was already discernible in the seventeenth-century
church reformation, which provoked the movement of Old Believers. The
most famous examples of progressive resistance, however, emerged with the
intelligentsias—both the nineteenth-century noblemen and middle-class
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raznochintsy, and the socialist intelligentsia of specialists produced on a vastly
greater scale by the Bolshevik state.

The Short Twentieth Century, 1917—91

Traditions are essentially the practices that have worked more than once. But
traditions, for better or for worse, become counterproductive as conditions
change. In the middle of the twentieth century, Russia underwent changes no
less profound than the rest of Europe or East Asia. Until the 1940s, one could
reasonably argue that despite the socialist veneer, it was still the same ever-
recognizable imperial Russia, Lermontov’s “country of slaves, masters, and the
blue uniforms” of secret police. But things obviously changed in the 1950s with
the historical passage of peasantry and the emergence of new urban educated
classes on a scale of contemporary mass society. The dispositions of Soviet
middle classes and proletarians now resembled their Western European coun-
terparts more than their own not-too-distant peasant ancestors. Ever since,
the vector of domestic struggles in the USSR pointed toward updating the
state structures and social practices according with the vastly increased role of
educated specialists. This epochal shift ended the brutal modernizing strate-
gies that had worked for Ivan the Terrible, Peter the Great, and Stalin.

Let me summarize somewhat differently what we all know about the
Soviet experience. It is not too surprising that in October 1917, a party of radi-
calized intelligentsia (which is what the original Bolsheviks were in reality)
seized power in a state profoundly shattered by war. It is truly surprising that a
year later they were still in power.” Unlike the Paris communards, the Bolshe-
viks survived by building an extensive and ideologically inspiring apparatus of
revolutionary dictatorship. They emulated and reinvented the organizational
practices borrowed from the leading innovators of the early twentieth century.
While their ideological lodestar was Karl Marx, in practice the Leninists fol-
lowed other Germans: Bismarck, General Lidendorf, the visionary planner
Wialter Rathenau, and that most “Germanic” among the American captains of
industry, Henry Ford. The resulting Leviathan was what Max Weber himself
could not have imagined —a “charismatic bureaucracy.”

The Stalinist drive to industrialize and rearm the post-revolutionary state
bore resemblance to the ebullient reformism of Peter the Great. The most
glaring and puzzling contradiction of the Soviet 1930s is the coexistence of
mass terror and mass enthusiasm. The now-prevalent focus on terror and the
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daily fear that permeated the epoch relegates its apparent enthusiasm to the
effects of propagandistic brainwashing. Yet for all its despotic power, Stalin-
ism could never achieve the totalitarian completeness.” The mass enthusiasm
finds a more robust explanation in the educational élan of intelligentsia and
the mass promotion of commoners into the military, industrial, and scientific
ranks. Industrialization was rapidly transforming the society along with its
physical conditions.

The great test arrived with the Second World War. The splendid fighting
machine of the Wehrmacht could not be stopped by Russian climate and piles
of dead bodies. It had to be the newly created Soviet industrial base, which
overproduced the Third Reich in tanks, warplanes, and munitions. It also had
to be the newly acquired technical skills, discipline, and, yes, the ideologi-
cal determination of Soviet men and women of many different nationalities,
who, despite grievous losses, privations, and frightening uncertainty in the
first years of war, continued to work and fight. On this count, Russia’s third
historical modernization must be recognized as a huge and unlikely success.

And then comes another puzzle. Why did the Stalinist state begin to
democratize shortly after the death of a dictator? The explanation must be
sought in the same profound transformation of Soviet society. Two class
interests emerged. First, the nomenklatura bureaucratic elite sought to secure
their positions, families, and livelihoods from the scourge of purges and the
inhuman work pressures dictated by industrialization and war. Like any oli-
garchy desiring to enjoy and protect the fruits of power, they envisioned no
more than a relaxation. Democratization threatened the elite with new polit-
ical and economic competitive pressures coming from below. The bulk of
nomenklatura could go along, cautiously as any bureaucrats, with denouncing
Stalin’s cult and reigning in the secret police under the slogan of “socialist
legality”—but no further.

This proved, however, enough to unleash growing expectations in the rest
of society. Second and more consequentially, the Soviet proletarian work-
force, including educated specialists, began displaying attitudes and demands
quite unlike those of peasants. Personal apartments and cars, vacations by
the seaside, varied and sophisticated consumption, and higher remunera-
tion for higher skills might all seem pretty Philistine urges. In fact, they were
denounced as such by official propaganda. Yet these were the manifestations
of nascent middle classes whose numerous members would soon also expect
more autonomy in cultural expression and a greater say in the formulation of
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policies and the appointments of bosses at their factories, universities, and
the government itself. In the Soviet command economy, middle-class pro-
fessionals as well as shopkeepers, farmer producers, and artisans were state
employees who (at least in official theory) subsisted on wages alone. Ironi-
cally, in a very Marxist sense these middle classes were actually proletarians
alienated from the means of production. Such groups in various ways sought,
in effect, to de-proletarianize in order to become autonomous actors or at
least to make their bureaucratic bosses more generous and accountable.

A return to terror was out of the question. This move threatened the
newly gained serenity of the officialdom itself. It remained to use coercion
selectively and instead to tame the popular expectations with the significantly
increased provision of consumer goods and, in general, to keep up appear-
ances. Such a response became exceedingly costly.

During the conservative stabilization of the Brezhnev period, Moscow
incurred three kinds of growing costs: geopolitical, administrative, and social.
The prestigious arms race against the much wealthier West—plus the grow-
ing subsidies to East European allies and the multiplying number of Third
World clients—perhaps helped to maintain the ideological impression of
world success, yet it was beyond the Soviet’s means.'

Brezhnev’s trademark internal policy of “cadre stability” granted the
nomenklatura virtually a life tenure of their positions. This suppressed fac-
tionalism and rendered the ruling elite very conformist. At the same time,
the central government lost the means to monitor subordinates, punish inef-
ficiencies, and control wastes, let alone introduce any meaningful economic
and technological change. The command economy, forgive the tautology,
needs a supreme commander. Moscow became instead the supreme site of
bureaucratic lobbying and bargaining.!! The “Center” was losing sovereign
power to the mid-ranking bureaucrats.

Last, the paternalistic workplace disbursement of consumer goods (much
of them now imported for petrodollars) created a perverse variety of shop-
floor bargaining. Workers and specialists, denied the legal right to organize
yet no longer subjected to Stalinist coercion, engaged instead in the tacit low-
ering of work effort. Hence the infamous joke, “They pretend to pay, we pre-
tend to work.”

Gorbachev’s perestroika, strange as it might seem, is best interpreted in
the terms of modified Marxian class analysis. The reform faction at the very
summit of Soviet hierarchy allied with the liberal intelligentsia, professionals,
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educated specialists, and advanced workers against the conservative majority
of nomenklatura who paternalistically controlled the masses of lower-skilled
workers and rural sub-proletarians. The promotion of public debate through
glasnost in effect became a purge of obsolete cadres and practices, the neces-
sary prologue to Schumpeterian “creative destruction” wrought on the state
and the state-directed economy. The newly promoted cadres were becoming
an alternative lever to the vested interests entrenched in the old apparat. The
next stage envisioned the gradual introduction of competitive mechanisms
in politics and economic management. This implied the democratization of
decision making processes domestically and opening the way to importation
of best practices and technologies from abroad.

For the latter reason, Gorbachev’s faction sought from the outset another
class alliance—primarily with the corporativist, capitalist establishment of
continental Europe (rather than the Anglo-American neoliberals), whose
technocratic and paternalistic ethos stood the closest to the habitus of Soviet
reformers. America still had to be placated with concessions in nuclear arms
negotiations and Third World conflicts. The main bargain, however, was
offered to Europeans. Historically, continental Europe was a kindred zone of
bellicose absolutist states, not unlike the Russian Empire. After 1945, conti-
nental Europe became durably divided and pacified. The practice of corpo-
rativist bargaining institutionalized within states and supported by the regu-
larized alternation in power between the moderately conservative and social
democratic parties ended the destructive class conflicts.’? Now Gorbachev
essentially offered to vastly extend the pan-European bargain in exchange
for nullifying the Soviet geopolitical threat, burying ideological tensions, and
equitably sharing access to the human and natural resources of the Soviet
bloc. The conversion of the Soviet geopolitical-ideological position into
socioeconomic European inclusion appeared the only honorable and profit-
able way out of the long-exhausted state socialist dictatorship of develop-
ment. In fact, it so remains to this day.

The Political Economy of Collapse

Gorbachev’s perestroika ran into the classical pitfall of authoritarian reform-
ers ever since the fateful decision of a French king to convene the Estates
General: the promise of reform unleashed the clashes of revolutionary and
counterrevolutionary forces that destroyed the center of previous politics.
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Not all revolutionary situations, however, lead to revolutionary outcomes. If
none of the forces can prevail, the result could be lasting gridlock and state
fragmentation fraught with multiple conflicts. This is when bureaucrats, in
the most perverse of emancipations, can gain their sovereignty.

Commentators typically blamed the catastrophe on ethnic conflicts, the
bickering in newly elected parliaments, the virulent “Russian” mafias, the
corrupt barter schemes controlled by regional governors in opposition to free
market reforms (read bankruptcies).® These were not the causes but, rather,
the chaotic consequences of Gorbachev’s failure to follow the route of Euro-
pean integration similar to that of Spain after the death of Franco. Admit-
tedly Gorbachev had to deal with a far more complex federal state and less
organized civil societies. The Europeans themselves felt too baffled at the
scope of troubles that suddenly engulfed their partner in Moscow. Notice
by contrast that ethnic irredentist wars were prevented in the former social-
ist countries of Central Europe and the Baltic republics. There, the mature
civil societies that had been continuously organized by oppositionist intel-
ligentsias ever since the symbolic dates of 1956, 1968, and 1980 could offer
sustainable bargains to the technocratic factions of national nomenkla-
tura. Critically important, these bargains were secured by the promise of
European accession.

The derisive Russian pun “prihvatizatsia” (grab-and-run privatization)
captures the essence of what happened elsewhere. The networks of nomen-
klatura entrenched in regional administrations and economic enterprises,
often acting in opportunistic alliances with various interlopers, hastened
to build safe landing strips by deploying the newly legitimate ideologies of
nationalism and market reforms. The luckier among them privatized the
assets that they had already controlled by bureaucratic appointment. National
republics thus became independent states under the semi-authoritarian pres-
idents; the enterprises with exportable assets (above all, primary commodi-
ties) offered the best opportunities for turning their bosses into billionaires.
This kind of transition was facilitated by the inherently corrupt and unstable
collusion bargains that Weberian scholars call neopatrimonialism —the pri-
vate appropriation of ostensibly public offices.

The results proved disastrous at all levels. The former Soviet edifice simply
fell apart along the lines of bureaucratic control. In the absence of function-
ing legal guarantees, the short-term concerns and most predatory practices
acquired limited rationality. The locus of accumulation shifted abruptly from
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public production to haphazardly privatized exchange. Social inequalities
grew to the levels of South America. The nascent civil societies became numb
along with the abruptly marginalized intelligentsia, workers, and technical
professionals (especially in state-supported health care, science, and higher
education). Instead of joining Europe, the majority of former Soviet repub-
lics in the 1990s recoiled to the world’s periphery.

From Nadir to Another Rise?

Yeltsin’s presidency went successively through three phases that all ended in
debacles. In 1991—93, the near-messianic hopes vested in the neoliberal shock
therapy delivered instead demoralizing and destructive hyperinflation. The
subsequent shift to neoimperial grandeur in the absence of a functioning
state soon led to the humiliating defeat in Chechnya. Beginning with the
reelection campaign of 1996, Yeltsin became hostage to financial oligarchs
whom he himself had created. In its turn, the reign of oligarchs ended in the
financial meltdown of 1998 and the concerted bid for power by regional gov-
ernors that threatened Russia with further fragmentation.

A countervailing tendency emerged in the early 2000s from the elite fac-
tions who became losers in the previous decade because their assets could
not be profitably privatized. On the one hand, they were the former ideolo-
gists who banded into the formidable but hopelessly oppositionist Commu-
nist Party of the Russian Federation (KPRF). On the other hand, consider
the plight of public servants whose status and skills are nullified without a
strong state (the diplomats, old-school bureaucrats, professional educators),
the managers of state monopolies (such as those vitally important for Rus-
sia railways and the suppliers of urban utilities), and especially the cadres
of former KGB —an organization that in privatized mode degenerates into
organized crime.

Their return to power amounted to a bloodless coup (except, tragically,
in Chechnya). The new regime, centered on the unexpectedly charismatic
Colonel Putin, marginalized oppositional parties, bought over the fabulously
corrupt governors, exiled or imprisoned the more assertive economic oli-
garchs, and wrestled control of their business and media empires. Against
the background of “colored” revolutions in Ukraine and Georgia, the Rus-
sian state restorationists then clamped down on NGOs that harbored the
remaining nuclei of radical intelligentsia. Less noticed was the fact that since
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approximately 2003—04, the once-infamous Russian criminality has signifi-
cantly subsided.™

The revanche of state centralizers has indeed amounted to a massive de-
democratization. One should soberly ask, however, what the social character
and vector of Russian electoral democratization was in the previous decade.
And then one might try to evaluate the present dilemmas and future pros-
pects in the perspective of Russia’s past, asking what in it remains alive and
what has long been less alive, serving mostly as bogey. This might actually
lead us to guarded optimism.

Putin’s recovery so far has strengthened the state at the expense of all
other claimants to power and its fruits. In a pessimistic scenario, the pres-
ently ruling elite could now simply relax to enjoy these fruits at the gargan-
tuan scale of office corruption that became common in the nineties. Yet some
indicators point in a different direction. In politics, there is Putin’s decision
not to become president for life, which would have placed the Russian politi-
cal system squarely in Central Asia.

Second, Russian social indicators show a recovery since the nadir of 1998.
This appears a largely autonomous demographic and quotidian movement
of the people, who have learned, at great price, how to cope with new reali-
ties. Nonetheless, it arguably contributed to the renewed sense of normaliza-
tion and therefore extended the social time horizon beyond the immediate
survival.

Third, the post-depression economic recovery, notwithstanding the huge
influx of petrodollars in the early 2000s, was also driven by the return to life
of the basic economic sectors, especially those where the investment and
technological thresholds were relatively low: agriculture and food process-
ing, home construction, consumer services. The fledgling economic recovery
could choke in the world crisis, exhausted by limited growth potential, or,
as many economists point out, because the exceptional energy earnings of
previous years were allowed to trickle down into consumption rather than
being invested in a more conscious and disciplined manner into restoring
infrastructure and the provision of public goods.

Still, the result is that today, unlike the 1990s, the majority of Russians have
jobs with clearly identifiable owners and managers. The class conflicts of the
late-Soviet period died out after 1991 precisely because the wage-earning pro-
letarians so suddenly lost the identifiable subjects to whom they could address
their demands. Thatis nolonger so. Any economic downturn now threatens the
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rulers and owners with social upheaval. Overt coercion for whatever stabiliz-
ing or modernizing purposes has been unavailable to Russian rulers ever since
the de-Stalinization. What remains is bargaining on multiple fronts, which
points again in the direction of continental European patterns of politics and
welfare provision.

In a fundamental sense, Putin’s restoration brought back the old Soviet
dilemmas. If the enormous geopolitical costs of the Cold War and the exter-
nal empire are now gone, the costs of bureaucratic self-serving inefficiency,
paternalistic consumerism, and perverse class bargaining leading to subter-
fuge and corruption stand as huge as ever. Besides its sheer ongoing material
and moral cost, bureaucratic arbitrariness renders futile any innovative eco-
nomic initiative or an autonomous class organization.

This is now a major obstacle to the next technological modernization.
Having re-centralized power, Putin and his successor Medvedev now face
the question of what can be done with this power, or even how much power
they can effectively deploy for any purposes besides the routine reproduction
of bureaucratic privileges. Despite their political demonstrations intended to
remind everyone that Russia still matters, as well as the more recent openly
critical pronouncements, both so far refrain from serious action. Evidently,
they must fear repeating Gorbachev’s errors. Yet, whatever their subjective
feelings and intuitions, objectively the Russian rulers now face another per-
estroika that must begin with making the ruling bureaucracy more account-
able and thus less sovereign. In the past, concentrations of power at the top
served as prologues to great leaps forward. What made it move was the cha-
risma of a great tsar or dictator and his sovereign deployment of terror. In
the present, such concentration by itself appears useless unless supported by
the alternative charisma of a publicly trusted politician and the institutional
strength of a modern publicly accountable state. The state is now back there,
but will it move?
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CHAPTER FOUR

The Changing Dynamics of Russian Politics

Richard Sakwa

Following the dissolution of the communist regime in 1991, President Boris
Yeltsin was faced with the challenge of establishing a new political order.
This involved a twofold project: transformative and adaptive. The transfor-
mative element was intended to overcome the Soviet legacy and to introduce
elements of the market, and thus in certain respects was reminiscent of the
Bolshevik attempt at grandiose social engineering, although in reverse gear.
The adaptive element, however, mitigated the Bolshevik features of the new
system. Rather than the regime setting its face against what were perceived to
be existing patterns of subjectivity and popular aspirations, it began to adapt
to them. The tension between the transformative and the adaptive elements
has still not been overcome and has imbued post-communist Russian politics
with an acute developmental crisis, as the forces for change are stymied by
conservative and nativist constituencies and sentiments.

This stalemate is reflected in the emergence of a distinctive type of “dual
state.” Entrenched social interests (notably, the bureaucracy and the secu-
rity apparatus) are expressed in the form of an administrative regime, while
the attempt to institutionalize the normative values of the post-communist
experiment in liberal democracy is represented by the constitutional state.* The
two pillars of the dual state give rise to a distinctive type of hybrid regime, in
which a type of “mixed constitution” has emerged, combining two types of
governmentality: the legal-rational proceduralism, and open political contes-
tation and pluralism of the constitutional state, balanced by the shadowy and
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arbitrary factional politics based on informal networks in the administrative
regime. By the time of Vladimir Putin’s second presidential term in 2004, it
was clear that the two subsystems had become locked into stalemate, inhibit-
ing further movements toward consolidating the democratic pluralist gains
achieved in the early 199os, but also blocking full-scale regression to a con-
solidated authoritarian regime. The boundaries between the two systems are
blurred, yet they act as distinctive poles in Russian politics. The dualism of
the system is reflected in contrasting evaluations of the system that has taken
shape in Russia and in differing views over appropriate paths of development.

“Failed Democratization” versus “Democratic Evolutionism”

When in the first decade of the twenty-first century the regime began to
reassert the assumed prerogatives of the state, it did so in a distinctive way.
On the one hand, it appealed to the spirit of the constitution and the rule
of law, a theme taken up by Putin in his early speeches in 2000 stressing
the “dictatorship of law” and by President Dmitry Medvedev in his condem-
nation of “legal nihilism” and cautious program of political modernization.
Combined with administrative reforms, this entailed the reconstitution of the
state, based on a return to ordered governance and legal norms to strengthen
the constitutional state. At the same time, by establishing a strong “verti-
cal” concentration of power and numerous control mechanisms over business
and society, the process was accompanied by reconcentration, which only rein-
forced dualism because of the failure to limit the arbitrariness of the admin-
istrative regime. The logic of reconcentration was intended to overcome the
institutional nihilism of the earlier period, but in practice it reproduced and
intensified that nihilism in new forms.

The dualism of the system is reflected in bifurcated views about the system.
In rather simplified terms, we can divide mainstream views on the changing
dynamics of Russian politics into two mains schools.? On the one side, there
are those who assert that democracy in Russia has failed. As in 1917, Russia
has not been able to live up to the challenge of transforming itself into a mod-
ern state governed by a responsible government and law-bound polity. The
failed democratization camp points to the legacy of the Soviet system, its per-
sonnel (above all in the security agencies), and its spirit. Notable landmarks
in the failure of democracy in Russia from this perspective include the vio-
lent confrontation between parliament and president in September-October
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1993, the foisting of a super-presidential constitution on a cowed people in a
flawed referendum in December 1993, and the deeply divisive events of the
1990s, including the “shock therapy” that robbed people of their savings (thus
undermining popular trust in the new order), the wild “privatization” of state
property by a small group of so-called oligarchs, the massive growth in social
inequality, and a pattern of elections that may well have been free but were
certainly far from fair.?

These negative trends were allegedly accentuated by Putin, including
attacks on media freedom and the undermining of judicial independence
and property rights, notably in the Yukos case, in which the oil company
saw its assets effectively expropriated by the regime. In the associated trial
of the company’s former chief executive Mikhail Khodorkovsky, in a pro-
cess dubbed “Basmanny justice” (from the Moscow district where Khodor-
kovsky’s prosecution was masterminded), the country once again saw the re-
emergence of “telephone law,” whereby the authorities make sure that they
get the verdict they want.* Above all, human rights abuses in Chechnya and
the questionable juridical grounds for waging the first war (1994—96) and the
refusal to negotiate in the second (1999—2003), accompanied by some unre-
solved questions over the apartment bombings in Moscow and elsewhere in
September 1999, are seen by the failed-democratization school as fostering
the emergence of a self-seeking, secretive elite interested only in maintaining
its own power, using the levers of the state to enrich itself at a time of abun-
dant energy rents. Increased incumbent capacity exploited authoritarian state
power, elite organization, and the technical skill of manipulating elections
to maintain ruling elites in power while keeping allies in line and depriving
rivals of resources.’ The result, according to Stephen Fish, is that democracy
has been “derailed” in Russia: “By the time of Vladimir Putin’s reelection as
president of Russia in 2004,” he argues, “Russia’s experiment with open poli-
tics was over.”

A second school of thought rejects the view that Russia has become an
“undemocracy,” to use Charles Tilly’s term,” and maintains a guarded opti-
mism about the potential of the existing constitutional order to evolve into
a more pluralistic and accountable democratic polity.® The democratic evo-
lutionist camp argues that an evolutionary outcome to the present stale-
mate is not only possible but essential, since a revolutionary or catastrophic
breakdown of the present order would not only challenge the administrative
regime but would also destroy the achievements of the constitutional state.
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While Russian democracy may be in crisis, it is not yet terminal —the train
may be derailed, but it can be put back on track. Democratic evolutionists
do not deny that Russia’s post-communist trajectory has been characterized
by severe breaches of generally recognized democratic standards, but that
this has to be seen in context. The “new evolutionists” suggest that the gulf
between what an ideal transition to democracy should look like and the bitter
realities of Russia’s transformation emerges out of the tough choices facing
its leadership in the post-communist era. The violence of September-Octo-
ber 1993 reflected not only poor leadership but the sheer scale of the institu-
tional-design questions facing the country.’ Everything was contested: the
balance between executive and legislative power, federal relations, the shape
of the representative and electoral systems, and perhaps above all, how the
new elite and leadership structure would be formed.

Democratic evolutionists argue that it is unrealistic to believe that Russia
could rapidly become a splendidly functioning liberal democracy. It would
take decades for the spirit of reason, tolerance, public service, and rule sub-
ordination to develop. As late as 1969, for example, Ralf Dahrendorf was
extremely skeptical about whether German society had internalized the val-
ues of democracy, and this was twenty-four years after the end of the war,
whereas Russia has had only two decades to transform every aspect of its
social existence.'® Civil society takes time to develop, and the habits of soci-
etal pluralism need to be rooted in real autonomous social subjects.* This is
taking place in contemporary Russia, although perhaps not at the pace or in
the way radical liberals would like.”? For the evolutionists, in comparative
terms Russia is probably no worse than a number of other countries but is
singled out for criticism because of its geopolitical autonomy, a point that
the Russian authorities often make in pointing out the double standards of
its critics.” Evolutionists observe that many of the criticisms made of Russia
today are based on traditional Cold War and Russophobic reactions of part of
the Western elite, fearing its re-emergence as an autonomous great power as
a separate and independent pole in the international system. Why is China,
which has a far worse human rights record than Russia, regarded relatively
benignly, whereas Russia, which retains at least a rhetorical and institutional
commitment to democracy, is singled out for relentless criticism? Why are its
legitimate interests in the post-Soviet space discounted?

The failed democratization school, in the view of the democratic evolu-
tionists, ascribes far too much coherence and unity to the political system.
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The “dual state” nature of Russian politics imbues it with far greater oppor-
tunities for competition, however constrained, between factions, groups,
and autonomous institutions, as well as imbuing the whole system with the
potential for democratic renewal and geopolitical rapprochement, but at its
own pace and on its own terms. From this perspective, the taming of the
“oligarchs,” regional barons, and “irresponsible” party leaders, while reassert-
ing Russia’s perceived interests and voice in international politics, is no more
than what any state worth its salt would do. The methods may have been
robust, but for the evolutionists the reassertion of the prerogatives of the state
does not preclude the country’s further democratic development.” As long as
the renewed state retains its dual character, we cannot speak of the consolida-
tion of an administrative regime, let alone of an authoritarian state. Yevgeny
Yasin, the former presidential economic advisor and a professor at the Higher
School of Economics, notes that the present system contains most of the ele-
ments for democratic development, and thus there are no systemic obstacles
to evolution in that direction.’® This is the theoretical framework in which
Medvedev sponsored a gradualist program of political deconcentration and
economic modernization.

The Dual State in Russia

In many respects, the Soviet regime had stopped being the old regime in most
essential ways long before it fell. An inner transcendence had taken place,
recognized by Mikhail Gorbachev, which transformed the system before it
finally dissolved. By the end of 1990, the Soviet Union had become a proto-
democracy, with relatively free elections (indeed, the elections in Russia in
March 1990 were among the freest and fairest held in the country to date),
with a nascent multiparty system and vigorous societal pluralism. However,
the Soviet “administrative-command” system, although extensively modi-
fied, above all through the abolition of the “leading role” of the Communist
Party, remained in place. Equally, the proto-democracy lacked constitutional
consolidation and coexisted with a powerful autonomous political regime
that still retained considerable powers, especially over the force ministries,
the media, and the economy. Elements of this duality continue to this day,
although the “party-state” has given way to a type of “regime state.” The gov-
ernmental system as a whole is not effectively subordinated and constrained
by the constitutional state, and the weakness of accountability mechanisms
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allows the administrative regime to exercise certain prerogative powers.

Russia is a classic example of a hybrid regime combining democratic and
authoritarian features.” Dimitry Furman gives the hybridity specific content
when he describes many of the states in post-Soviet Eurasia as “imitation
democracies,” a “combination of democratic constitutional forms with a real-
ity of authoritarian rule.” Such systems emerge “when conditions in a given
society are not ripe for democracy, and yet there is no ideological alternative
to it.” This is the classic situation of what Antonio Gramsci called a passive
revolution, defined as “an abortive or incomplete transformation of society.”
This can take a number of forms, including one where an external force provokes
change but lacks a sufficiently strong domestic constituency and runs into the
resistance of entrenched interests. When the forces are equally balanced, a stale-
mate emerges, giving rise to a situation of “revolution/restoration.”®

The post-communist leadership in Russia remains committed to a mod-
erate state-led modernization process, accompanied by a constrained liberal
democratization project, but lacks the resources or the will to achieve either
full-scale Thermidorean reaction or breakthrough into unconstrained liberal
democracy. The regime under Putin maintained the transformative revolution
in property and power begun in the late Gorbachev years, but its rhetoric of anti-
revolution strengthened adaptive processes and restored some systemic elements
of the previous regime. Promoted as the ideology of reconciliation, the inconclu-
sive nature of the system takes the form of a dual state, with all of its accompany-
ing contradictions.

In the dual state, the normative/legal system based on constitutional order
is challenged by the shadowy arbitrary arrangements of the administrative
regime, populated by various conflicting factions. The tension between the
two is the defining feature of contemporary Russian politics. Neither can
predominate over the other, but the relationship between the two is the criti-
cal area in which politics is conducted. The two subsystems not only interact
but also constrain the behavior of the other. The bifurcated political order
gives rise to distinct political processes, but neither is hermetically sealed
from the other. At the same time, both the administrative regime and the
constitutional state contain elements of adaptation and transformation.

The double dualism—in which the transformative agenda is countered
by adaptive processes and the formal procedures of the constitutional state
are undermined by the administrative regime —is the matrix through which
the contemporary Russian political landscape can be understood. Indeed, the
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transformative agenda from the outset reinforced the administrative features
of governance, as Yeltsin drove through a program of what he hoped would
be capitalist modernization. Later, Putin rationalized the administrative
regime to become a self-sustaining system, and despite attempts to insulate
itself from the new socio-economic realities created by the transformation,
the power of his regime was derived from adapting to the new order—and
thus by the end, his presidency had lost much of its transformative drive.
While all states are hybrids containing elements of the dualism suggested
above, in Russia this was a hybridity of stasis, reflecting the evenly balanced
forces locked in stalemate that lie at the basis of the contemporary dual state.

The tension between evolutionary and revolutionary approaches to
overcoming the crisis in Russian democracy is the natural corollary of such
a hybrid system. As noted, the democratic evolutionists argue that only a
gradual process will permit the arbitrary state to be tempered by the con-
stitutional order, whereas a revolutionary rupture is likely to perpetuate the
existing duality in new forms and to undermine even the existing hesitant
development of constitutionalism. Although the development of genuine
constitutionalism and transparent political pluralism is debilitated at pres-
ent, the normative and political resources of the existing constitutional state
are far from exhausted. For radical critics of the stultifying effects of the
administrative system, standing, as it were, outside and above the law and
political processes, only systemic change could break the stalemate. Instead
of conceptualizing the present equilibrium as relatively benign and offering
a “breathing space” (peredyshka), critics stress the need to restore a transfor-
mative dynamic to Russian politics that could curb some of the excesses of
the corrupt adaptation that is now depressing socio-economic renewal and
vitality. As before the Russian revolution of 1917, the country is faced with an
epochal choice.

Even these two opposed strategies (although accompanied by innumer-
able shades of gray in between) are equally balanced, contributing to the
overall pattern of systemic stalemate. The fundamental argument of this
chapter is that as long as the arbitrariness of the regime is accompanied by
recognition of the normative constraints of the constitutional order, the sys-
tem retains elements of dualism, and it would be premature to talk of the
full-scale construction of an authoritarian system. Indeed, the normative
resources of the constitutional state act as a power reserve for those who seek
to limit the arbitrariness of the prerogative system, including, apparently,
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Medvedev himself. Whether the “choice” can be indefinitely finessed in this
way depends to a degree on external challenges and the capacity of the regime
to maintain internal coherence and popular support.

Dual State, Dual Society, and Factions

There is a large amount of literature, in Russia and abroad, arguing that
post-communist consolidation in the first decade of the twenty-first century
fits into a traditional pattern of Russian state-society relations, which was
perpetuated in new forms in the Soviet era. Robert Tucker argues that irre-
spective of changes in political regime, a certain view of the state has been
relatively constant. He calls this the image of dual Russia: on the one side,
vlast’ (power) or the state (gosudarstvo), encompassing autocratic power and
bureaucratic officialdom; while on the other side, there is the population at
large, society (obshchestvo), and the people (narod). The division is more than
descriptive; it is fundamentally evaluative, with state power seen as some-
thing profoundly alien and hostile, with the implication, moreover, that it is
of questionable legitimacy, to be tolerated at best, but not something belong-
ing to the people.

The creation of a centralized autocracy from the sixteenth century was in
part a response to security threats, and the link remains between relatively
autonomous state power at home and geopolitical challenges abroad. As
Tucker notes, Russia expanded from 15,000 square miles in 1462 to one-fifth
of the world’s land surface in 1917, placing a premium on military strength.?
With Peter the Great, this alienation between v/ast’ and obshchestvo was rein-
forced by the imposition of a Western-inspired modernization model, with
the state seen as a type of occupying force, and by 1917 it had few supporters
left. A type of inner decay eroded support for the regime and undermined
self-belief, a process paralleled at the end of the Soviet system. The Bolshe-
vik revolution destroyed the old state; but in its place a much more savage
and dictatorial system was built that nullified “sixty years of Russian history
in emancipating society from the aegis of the state.”® Under Joseph Stalin,
gosudarstvo once again waxed strong, although the legacy of the estrangement
of power and people in the late-Soviet era took distinctive forms. Alexei Yur-
chak argues that the fundamental values, ideals, and realities of the commu-
nist order were genuinely important for many Soviet citizens, although they
routinely transgressed and reinterpreted the norms and rules of the socialist
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state.?! This attitudinal and behavioral dualism has been perpetuated in new
forms into the post-communist era. This is reflected in popular attitudes,
with 51 percent in 2005 supporting the view that Russia needs a president
to exert a “firm hand” to govern the country, while 44 percent favor a leader
who “strictly observed the constitution.” Society began to be emancipated
from state tutelage; but in reaction to the “anarcho-democracy” of the 1990s,
the first decade of the twenty-first century brought a return to the consolida-
tion of bureaucratic statism, this time in a democratic guise, accompanied
by the suffocation of independent civic self-organization of society and the
stunted development of the individual as an autonomous citizen. A new tute-
lary regime was in the making.

The presidency is at the heart of the administrative regime but is not lim-
ited to it. These forces come together in informal factions, notably in the
form of two meta-groups conventionally labeled the “si/oviki” and the “lib-
eral-technocrats,” which can then be subdivided into at least six other identi-
fiable spheres of interest, if not into interest groups in the traditional meaning
of the term.” However, the administrative regime is more than personalized
leadership, certainly more than the presidency on its own, and broader even
than the executive writ large, but it is much less than an institutionalized law-
governed system. The development of the dual-state model is an attempt to
provide a more developed theoretical framework to understand the operation
of regime politics.

The presidency retains considerable autonomy, although it is constrained
by both the constitutional state and the administrative regime. There is an
element of Bonapartism in contemporary Russia; but this is of a mild form,
since the presidency lacks a social base of its own (for example, the military),
and although Putin relied on the si/oviki, he also ensured strong represen-
tation by liberals to avoid the presidency becoming hostage, or even “cap-
tured,” by any single faction. The presidency acts as the balancing force medi-
ating between the politico-bureaucratic groups that populate the Russian
political system.

Factions act as informal mechanisms to prevent elite defection, binding
individuals to a power system by ties of informal loyalty and reward while
eschewing more demanding indicators of group membership. Factions are not
the same as clientelistic groups, which tend to be vertically integrated, leader-
ship-based associations built on the exchange of services between patron and
client, typically support and loyalty to the patron in exchange for office and
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promotion.?* Regional ethnic-based patronage networks in Central Asia and
elsewhere ultimately hollowed out Soviet power, allowing the effective fusion
of economic and political power in conditions of scarcity, and contributed to
the fall of the communist order.? They remain to this day the core of Central
Asian power systems and fostered monocratic power systems, whereas Russia
remains a dual state.

Factions are coalescences (coalitions would be too strong a term) united
not so much on the principle of loyalty to a patron but on the basis of instru-
mental goals. These coalescences are unstable and formed in an ad hoc man-
ner in response to specific circumstances, but the long period of Putinite sta-
bilization from 2000 endowed them with an enduring quality that was not
an inherent characteristic. While the notion of “competitive clientalism” [sic]
has been identified as one of the pathologies besetting contemporary democ-
racies,? contemporary Russian politics is characterized more by “competi-
tive factionalism,” although competition between them is constrained by the
constitutional pillar of the dual state and by the convention of an “informal
constitution” that prevents factional struggle becoming overt warfare. Formal
institutions and strong political leaders have to date inhibited the rampant
overspill of factionalism into state institutions. This is also why it is a mistake
in Russia to identify factions with networks of fiefdoms and rackets. A fac-
tion has network elements, but it is more than just an opportunistic network
focused on self-enrichment.

The nonpolitical aggregations that we call factions coexist with the for-
mal associational life of political parties. The two systems operate in parallel,
imbuing Russia’s hybrid system with a permanent tension. Parties in Russia
fulfill few of the classical functions of such organizations. Parties have limited
political reach and fail to provide the framework for the institutionalization
of political competition or the integration of regional and national politics.?’
They are not the source of governmental formation, personnel appointments,
or policy generation, and neither are they, more broadly, “system-forming,”
in the sense of providing the framework for political order. Although parties
are the main actors in parliamentary elections, even there they are at best
accessories to processes taking place within the regime. The regime’s monop-
oly over political resources and its control over the distribution of rents were
systematically reinforced by Putin, resulting in the marginalization of other
actors and institutions, to the degree that the very term “opposition” can only
be used conditionally.?®

96  Sakwa



Henry Hale has advanced the idea of party substitutes. He examines the
question in terms of a political market in which voters and political elites are
seen as consumers sought by suppliers of various types. Hale argues that Rus-
sian political parties were unable to close out the electoral market, and vari-
ous non-party alternatives such as factions, cliques, and other informal aggre-
gations as well as corporate groups were able to take on quasi-party functions
to offer alternative paths to power. Parties in his view organize on the basis of
two types of capital: ideational, drawing on issues of identity and values that
attract people to the party, and administrative, which includes offices and
power that can attract ambitious politicians. Russian parties have not been
able to establish a monopoly on these sources of political capital and thus are
challenged by non-party alternatives. Although parties do perform important
functions, including structuring electoral competition, they have not been
able to establish dominance over the political system. There are institutional
reasons for this, above all the strong presidency, which undermines incentives
for party affiliation; but the political condition of duality and stalemate also
marginalizes formal actors, and instead personal patronage and informal net-
works bypass the party system. Hale accepts that parties have the potential
to dominate the electoral market, and in his view United Russia is beginning
to develop as a programmatic party and is thus transcending its roots as a
patronage-based group.”’

Para-constitutionalism and Para-politics

The regime is at the center of a shifting constellation of forces that operates
not according to the legal precepts of the normative state but applies para-
political stratagems to advance its goals. A government established on the
basis of a formally negotiated coalition is political, whereas the loose factional
coalescences of post-communist Russia are para-political. Equally, the charac-
teristic feature of the operation of the administrative regime is the creation
of a number of para-constitutional institutions that undermine the spirit of
the 1993 constitution but provide important integrative functions. We use the
term “para-constitutional” deliberately, because the political regime and its
factions do not repudiate the formal constitutional framework but operate
within its formal constraints while subverting much of its spirit.
Para-constitutional bodies include the seven federal districts, the State
Council, the Public Chamber (Obshchestvennaya Palata), and the Presidential
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Council for the Implementation of the National Projects, established in
autumn 2005 to advance the four national projects in housing, education,
health, and agriculture announced in September of that year, but bypass-
ing the cabinet of ministers. The history of the Public Chamber reflects the
ambiguities of the hybridity that is at the heart of the dual state. In his speech
of September 13, 2004, which announced a whole raft of measures in the wake
of the Beslan hostage crisis, Putin argued that a Public Chamber would act as
a platform for broad dialogue, to allow civic initiatives to be discussed, state
decisions to be analyzed, and draft laws to be scrutinized. It would act as a
bridge between civil society and the state.** The chamber monitors draft leg-
islation and the work of parliament, reviews the work of federal and regional
administrations, offers nonbinding recommendations to parliament and the
government on domestic issues, investigates possible breaches of the law, and
requests information from state agencies.*!

The Public Chamber introduced a new channel of public accountability
against overbearing officialdom, and thus usurped what should have been one
of parliament’s key roles. Work that should properly have been the preserve
of the State Duma was transferred to this new body, a type of nonpolitical
parliament. It acted as a type of “collective ombudsman,” operating as a feed-
back mechanism since formal channels were blocked. It also allows steam to
be let off before conflicts take on a regime-threatening character, acting as
a “lightning rod,” designed not just to legitimize the existing order and to
mobilize support but also “to elicit but also to contain popular initiatives that
contribute to the effective governance of Russian society.”? The existence of
the Public Chamber could not but diminish the role of parliament, which
democratic theory suggests should act as the primary tribune for the expres-
sion of popular concerns. The creation of this social corporatist body of man-
aged representation harks back to the era of fascism in the 1930s, as well as to
Soviet-style controlled participatory mechanisms. Nevertheless, it provides
an important forum for the consideration of social problems and allows some
of its prominent members to engage in the resolution of political conflicts.

Para-constitutional accretions to the constitution are designed to enhance
efficacy but in practice undermine the development of a self-sustaining con-
stitutional order, the emergence of a vibrant civic culture and civil society, and,
above all, weaken the supremacy of the normative state. The spirit of consti-
tutionalism is eroded by the failure of sections of the Russian political class to
subordinate themselves to the constitution. Formal hierarchical structures are
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unable to generate adequate ordering mechanisms, while the lack of devel-
opment of intermediate political structures opens up a gulf between state
and society. This threatens to both isolate the state and marginalize social
forces. The creation of para-constitutional agencies is an attempt to fill the
gap by manual means, reflecting neither spontaneous social development nor
the formal provisions of constitutional law while not repudiating those pro-
visions. The political analyst and former political adviser Sergei Kurginyan
analyzes this politics behind the scenes, which he calls parapolitika, or “under
the carpet” politics.®

Para-constitutional innovations are accompanied by the luxuriant devel-
opment of what may be termed para-political practices. These are forms of
political activism not envisaged by the constitution —notably, formal party
politics and pluralistic elections—and instead are forms of politics that are
hidden and factional. By contrast with public politics, para-politics focuses
on intra-elite intrigues and the mobilization not of popular constituencies
and open interests but of organizational and situational capital. The regime
devised para-political operative rules on political life that deprive it of the
grounded antagonistic competition, which is an inherent feature of a genu-
inely open political process. A whole series of techniques is devised to man-
age political competition, dubbed “virtual politics” by Andrew Wilson.3
This rendered the 2007-08 electoral cycle, for example, a sterile arena for the
enactment of decisions made elsewhere. The performance, however, was not
deprived of a certain legitimating logic, and thus a degree of genuine engage-
ment remained and was reflected in a relatively high turnout. The regime on
the whole did not need to have recourse to overt coercion, and its undoubted
reliance on administrative resources to ensure popular participation was more
in the nature of an insurance policy. Even without this intervention, the
regime would have achieved its goals—a strong parliamentary majority and
the election of the appropriate successor, a testament to the success of Putin’s
adaptive strategy.

The institutions of democracy remain central to political practice and
democracy remains the legitimating ideology of the regime, but politics
operate at two levels, the formal constitutional (the normative state), and the
nominal para-constitutional and para-political (the administrative regime).
The persistence of a strong constitutional level is reflected in the agonism that
is much in evidence in the discourse of the public sphere, where intellectu-
als, scholars, journalists, and politicians conduct a vigorous debate about the
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nature of the Russian system, tolerated by the regime as long as this does not
take structured independent political form. It is precisely the tension between
the two levels that gives ample scope, as we have seen, for democratic evo-
lutionists and failed transitionists to put forward their arguments with some
credibility. The two levels have their own institutional logic and legitimat-
ing discourses. It is this that gives Russian politics its permanent sense of
a double bottom.

Depoliticization and the “Democracy Paradox”

A characteristic feature of “dual Russia” is the politicization of much of social
life, while “the political,” that is, the sphere of public contestation and for-
mal choice, remains at best stunted. Post-communist Russian governance has
been characterized by a tendency toward depoliticization, with a technocratic
logic of administrative management predominant. There are good reasons
for this, since clearly the period of 1991-93, when parliament and president
were in almost permanent conflict accompanied by increasingly intense street
politics, was reminiscent of the invasion of the political sphere by society that
Carl Schmitt characterized as the core problem of the Weimar Republic. In
the first decade of the twenty-first century, the fear of oligarch power and of
various types of extremism, including right-wing Russian nationalism, once
again put the premium on depoliticization. The effect of this, however, is to
create a tutelary regime standing over society, which is considered not to be
trusted to manage its own affairs, and by the same token, society is infan-
tilized. Thus the logic of tutelary politics reproduces in new forms the isola-
tion of v/ast’ from the autonomous operation of free political contestation
and debate that was typical of the Soviet period. A ruling regime considers
that it is entrusted with a public good that stands higher than democracy,
although democracy in the post-communist era is not entirely negated and
remains the legitimating ideology of the system.

Post-communist Russian leadership has relied on a technocratic apprehen-
sion of depoliticized leadership creating the conditions from the outside, as it
were, for democracy. The dilemma of a system in which democracy is unable
to create the conditions for its own existence without destroying the state in
which democracy is being established was resolved by the Putinite gambit of
formalizing the existence of a regime managing democratic and other politi-
cal processes. The maintenance of the dual state is a way of finessing what is

100 Sakwa



perceived to be the “democracy paradox,” whereby a people given free choice
elect a group that repudiates the premises of the system through which they
were chosen. This allegedly was the case with the election of FIS in Algeria in
1992, Hamas in Palestine in January 2006, and would have been the case in the
1996 presidential election in Russia if the elites had not rallied around Yeltsin
to guarantee his reelection by fair means or foul, thus defeating the commu-
nist challenge. In this model, democracy cannot be trusted to come up with
the correct result, and thus some tutelary force intervenes: domestically in the
form of a regime-type system; or internationally, in the form of nonrecogni-
tion, the imposition of sanctions, or outright intervention.

The fear that a Russian nationalist-populist movement would surge to
power if free and fair elections were held may well have been exaggerated,
but the political elite perceived the threat as real. This provoked the tute-
lary politics whereby the constitutional state was considered in need of pro-
tection from powerful social actors (the so-called oligarchs, regional bosses,
and criminal networks). All this ensured that the dual state in Russia both
shielded and undermined democracy, simultaneously insulating the demo-
cratic order from the dangers of the “democracy paradox,” while operating a
constrained electoralism that legitimated its own power. However, by depriv-
ing democratic politics of open-ended contestation (within recognized limits)
characteristic of contemporary liberal democratic orders, the tension between
the two pillars of the state was exacerbated. The attempt to both succor and
emasculate democracy as part of the governing equilibrium effectively man-
aged the “democracy paradox” in Russia but could not be a long-term strategy
for development.

While Putin’s regime insulated itself relatively effectively from politi-
cal movements and civic associations, it became prey to two processes: the
importation into the regime, in the form of factionalism, of the political plu-
ralism that it suppressed in society, and the “economization” of its transac-
tions. This economization at the most basic level took the form of venal cor-
ruption, which eroded the administrative system; but it was also accompanied
by metacorruption, where the logic of the market undermined the autonomy
of politics. This was the sting in the tail of the depoliticization strategy, but it
also reflected a broader process in mature capitalist democracies. The global
hegemony of neoliberalism in the early post-communist years was accompa-
nied by the retreat of the state from earlier levels of social protection and pub-
lic service, accompanied by what Cox identified as loss in “confidence in the
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integrity and competency of the political class™ “Political corruption is inher-
ent in the transformation of public goods into marketable commodities.”

Putin took a strictly instrumental and pragmatic view of the political pro-
cess. As far as he was concerned, what works is best, and thus his thinking
adopted a technocratic approach to society and lacked a dynamic sense of
autonomous civic development. The political domain was to act as a rela-
tively hermetic sphere of decision making insulated from what he perceived
to be the untoward influence of social forces, irrespective of whether this took
the form of the so-called oligarchs, regional bosses, or civic leaders. This was
a classic attempt to combine power and knowledge to resolve moderniza-
tion challenges from above. Makarychev calls this “metapolitics,” defined as
“a form of politics that legitimizes itself by means of a direct reference to
rational knowledge and the concept of effectiveness.”¢ Putin’s elite may well
have been devoured by venal corruption, but in its own self-assessment it
was leading a developmental strategy that would bring Russia to its right-
ful place in the ranks of the great powers. This metapolitical developmental
strategy, however, became prey to the metacorruption that is inherent in a
dual state, where the political prerogatives claimed by the regime undermine
the autonomy of legal and constitutional processes. As far as the leadership
was concerned, however, the administrative regime was managing a relatively
benign remodernization project that fostered the development of the socio-
economic foundations on which, in due course, a robust normative state could
come into its own. This is a classic instance in which the “sacred tomorrow”
displaces the inadequate present.

The Political Economy of Dualism

The operation of the free market is constrained by statist imperatives that
transcend the logic of the market. The practices of neoliberalism are combined
with a continued loyalty to neopatrimonial traditions. In strategic branches,
notably in the energy sector, the state moved beyond its role as regulator and
became an active player, which provoked the creation of what Hanson has
called a “dual economy.” This is reflected in factional alignment, with the
siloviki favoring a strong dirigiste system, whereas the liberal-technocrats are
concerned with the extra scope that such an approach gives the bureaucracy to
enlarge its powers and to generate rents in the form of corruption.

The border between politics and economics remains porous, despite early
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rhetoric about “equi-distancing” the oligarchs and the assault against Yukos,
which was in part a repudiation of the claims of the nascent economic bour-
geoisie to have a share in decision making at the level of the regime, while
promoting the autonomy of civil and political society. Makarychev argues
that “the restored central state was functionally unable to stay within the self-
constructed boundaries that were supposed to both delimit and secure the
political domain,” and in the end, “politics divorced from business and mass
media began to imitate and replicate the norms embedded in those sectors.”®
A reverse process took place, whereby “business practices sometimes spilled
into the political sphere,” which in Makarychev’s view gave rise to the “mar-
ketization of the state.” This was a type of internal blowback in which the
regime not only assumed the role of the main driver in the political realm but
also of the main arbiter in economic life.

Gerald Easter has called this a “concessions economy,” whereby the most
valuable assets of the old command society became state concessions, and the
system as a whole became an “upstairs-downstairs economy,” with strategic
industries and the large state service corporations on the top floor, while the
mass retail and consumer sectors were downstairs.* In the wake of the Yukos
affair, between 2003 and 2007, the proportion of state-owned shares on the
Russian stock market rose from 20 percent to 35 percent. The politicization
of hydrocarbons, moreover, fueled notions of Russia becoming an “energy
superpower” and provided the grounds for inflated rhetoric about “sovereign
democracy.” Instead of capitalist development fostering liberal democracy,
a hybrid system emerged. Equally, in China it has been argued that instead
of the development of a market economy transforming political relations in
a more liberal direction, a type of “crony communism” has been created in
which economic entrepreneurs have become partners on the Communist
Party in maintaining the existing political system.*

The New Evolutionism in Practice

Although there are some structural similarities between the Soviet regime
and the post-communist administration, above all the technocratic rational-
ity of supra-democratic governance, there is a fundamental difference. The
option of the communist regime adapting to society was foreclosed, since
that would have meant the self-liquidation of the system. When Gorbachev
tried to achieve this adaptation in the late perestroika years, this entailed the
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dissolution of the communist order accompanied by the accidental disinte-
gration of the country. The situation today is very different, and the adaptive
strategy by the regime only increased its popular legitimacy, although it was
not at all clear that it also enhanced its efficacy and ability to modernize the
economy and society.

The tension between the two faces of the dual state is constantly appar-
ent. The raid on the St. Petersburg offices of the Memorial for human rights
and historical association on December 4, 2008, for example, was conducted
by masked men from the Investigative Committee of the General Prosecu-
tor’s Office. Having forced their way in with truncheons, they confiscated the
association’s entire archive, consisting of databases with biographical infor-
mation on more than fifty thousand victims of Soviet repression, burial sites
in the St. Petersburg region, personal documentation about the terror and the
gulag, as well as all the materials of the Virtual Gulag Museum. However, the
appeal against the raid on January 20, 2009, was upheld by the Dzerzhinsky
district court, noting the procedural irregularities with which the raid had
been conducted, and an order was issued that all of the confiscated materials
should be returned to Memorial. Typical of the lack of finality in the Rus-
sian justice system, this decision was overturned by the St. Petersburg city
court following an appeal by the Procuracy; but on further appeal on May
6, the city court ruled that the raid was justified but illegal due to gross pro-
cedural violations. This represented only a partial legal victory since Memo-
rial had sought to have the raid declared unjustified, but the recognition of
gross violations was accompanied by the order to return the confiscated hard
drives. This decision was as final as Russian justice allows, and the material
was returned to Memorial.

Fear of giving dualism political form was evident when the initial idea of run-
ning two approved candidates against each other in the presidential election
of March 2, 2008, (Medvedev and Sergei Ivanov) was abandoned. Equally,
the idea of allowing the two approved regime parties, Just Russia and United
Russia, to compete on equal terms in the parliamentary ballot of December
2, 2007, was dropped also. From the regime’s perspective, allowing even this
degree of managed competition would have entailed the risk of the protago-
nists aligning with the cleavage of the normative state versus the administra-
tive regime, which would not only have been fundamentally destabilizing but
risked giving this constitutional tension political form. There was evidence of
precisely such a development in the regional elections held in 2007 and early
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2008 until the regime made clear that its preferences lay with United Russia,
and thus the threat of damaging splits in regional elites was averted.

The fear that para-politics, where the key decisions are made through a
process of factional contestation within the administrative regime, would
spill over into genuine competitive politics reinforces the depoliticization and
economization of contemporary Russian politics. In part, this was institu-
tionalized in the division of power within the regime, with a political presi-
dency and a depoliticized government headed by a politically neutral prime
minister, a feature inherited from the Soviet regime and, in a different way,
from the constitutional-monarchy period of late tsarism. This bivalency is in
part internalized in individual behavior, as the neodissident “homme double”
has once again emerged, divided between an internal and informal life, and
public dissembling. Political dualism, as in the Soviet era, gives rise to behav-
ioral dissembling. Post-communist Russian leadership has relied on a techno-
cratic apprehension of depoliticized leadership creating the conditions from
the outside, as it were, for democracy; but this has profound social effects.

At the same time, it would be misleading to identify the two leaders in
the “tandem system” from 2008 as heads of the respective pillars of the dual
state. Putin’s political personality includes a liberal element, while Medvedev
has shown himself to be open to a hard line in foreign policy and a cautious
reformer at home. If Putin’s goal had been to consolidate the administrative
regime (in a si/ovik or patriotic guise), he could have selected any number of
other individuals as his successor. Instead, he chose the lawyer Medvedey,
whose opposition to the Yukos affair and the term “sovereign democracy” was
well known.

Russia is indeed engaged in a complex process of social and political
reconstitution, but only an approach rooted in a structural analysis of actual
political forces and the competition between them allows us to understand
the dynamics of contemporary development. The crisis of Russian democracy
is real, but the situation remains open-ended, and Russia remains commit-
ted ultimately to an adaptive type of democratization project. Politics, too,
remains constrained by the tension between the two aspects of the dual state,
with the constitutional framework limiting the arbitrariness of the admin-
istrative regime. Another revolutionary overthrow of the existing regime, as
advocated by “Leninist liberals” such as Garri Kasparov and the United Civic
Front (OGF), would only reinforce political voluntarism and return Russia
to yet another cycle of transformative politics and its associated arbitrariness.
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The complacency and metacorruption of the administrative regime may well
be challenged most effectively by gradually extending the scope of the norma-
tive state, and thus reducing the pernicious effects of contemporary dualism.

This certainly is the view of the democratic evolutionists on the ground,
since the position is not just an academic one but is rooted in the realities of
contemporary Russian politics. The Institute of Contemporary Development
(INSOR), a liberal body created under Medvedev’s sponsorship that sought
to generate ideas for the new leadership, acted as the programmatic forum
to give Medvedev’s presidency its own identity and to develop strategies to
strengthen the constitutional state. One of INSOR's first reports, “Democ-
racy: Developing the Russian Model,” criticized Russia’s political system,
notably the lamentable condition of Russia’s political parties, a weak and ser-
vile parliament, limits on party competition, excessive hierarchical central-
ization, and an electoral system that delivered neither free nor fair elections.
Russia had focused more on modernization than democratization, which
froze institution-building and restricted pluralism, but the “hands-on” style
of political management, in the report’s view, had exhausted its potential.
While a strongly presidential system should be retained, the country needed
a “top-down liberalization of Russian politics.”#

A later report developed a model for post-crisis modernization and
stressed that socio-economic development could be achieved only if the polit-
ical system was modernized as well. The basic argument was that sovereign
democracy should give way to a competitive democracy to allow the develop-
ment of a flexible civil society responsive to new challenges. This was still a
top-down model of democratization, considered a function of the modern-
ization process itself, based on elites learning how to compete democratically
between themselves, with the fear of a popular revolution weighing heavily on
the minds of the Medvedevites, as it did on the Putinites.* This generation
of post-communist leaders across the former Soviet Union has an aversion to
mass politics, even when institutionalized in political movements. Tutelary
politics remained, but Medvedev was beginning to carve out a defined pro-
gram of controlled democratization. Medvedev’s latent liberalism now took
the form of a “silent war” with the Putinite administrative regime.*

This was reflected in Medvedev’s programmatic article “Forward, Russia!,”
published on a liberal Web site (Gazeta.ru) in September 2009.% Although
the form was original, the style resembled Putin’s lengthy question-and-
answer sessions with domestic and foreign media. Both allowed the leader
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to communicate in a relatively free format while retaining control of the
agenda and were thus another type of para-political behavior. The article
reflected the Kremlin’s growing perception that continued political drift was
no longer an option, but it also suggested uncertainly over what was to be done.
The article was presented as a discussion document for the president’s annual
state of the nation address to the Federal Assembly, but the harshly criti-
cal tone went beyond what would be acceptable on such a formal occasion.*
He characterized Russian social life as a semi-Soviet social system, one that
unfortunately combines all the shortcomings of the Soviet system and all the
difficulties of contemporary life.”* Underlying the article was the view that
the rent-extraction model of Russian political economy was unsustainable in
the long run. The fundamental question was whether Russia, with its “primi-
tive economy” and “chronic corruption,” has a future? Medvedev attacked
not Putin but the system that Putin represented, a balancing act that blunted
his message.

The article listed a devastating series of Russian problems, although it was
weaker on suggesting ways in which the situation could be remedied. First,
Medvedev argued that the country was economically backward and distorted
by dependence on extractive industries. Who would act as the modernizing
force, however, was not clear: the state or private enterprise? Second, cor-
ruption had long been one of Medvedev’s bugbears, and here he once again
condemned the phenomenon. It would require a wholly impartial and inde-
pendent judiciary to achieve a breakthrough; yet as the endless cases of judges
working closely with business “raiders” demonstrated, little progress had been
made in the Medvedev years. Third, Medvedev condemned the “paternal-
ist mind-set” prevalent in Russian society. A similar charge could be made
against most advanced democracies, where a widespread political passivity
has set in; but in Russia, a society that underwent at least two revolutions
in the twentieth century, the charge could be seen as misleading. However,
there was a noticeable rise in social paternalism, reflected in the most desir-
able careers for young people shifting from business to administration, indi-
cating a return to a “quasi-Soviet social contract.”

With businesses under attack from bureaucrats, it was safer to join the
latter. Basically, Medvedev sought to break away from neo-Soviet attitudes,
viewing innovation, democracy, and freedom as the responsibility of the indi-
vidual; but he recognized that entrenched interests stymied popular initiative.
More broadly, it was all very well blaming the elite for having driven Russia
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up a dead end, but that same elite retained its full powers, and it would take
an act of political courage from above or a revolution from below to remove
its grasp on power. It was precisely a revolutionary approach that Medvedev
rejected in his article, but that only placed a greater weight of expectation on
changes from above. The fundamental weakness of Medvedev’s reform pro-
gram was its failure to devise a process of modernization from the middle,
mobilizing not a centrist political coalition (that was Putin’s constituency) but
social forces that could provide substance to the ground between the two pil-
lars of the dual state, and thus to establish a dynamic to transcend the division.

Conclusion

We have characterized contemporary Russian politics as a struggle between
two systems: the formal constitutional order, what we call the normative state,
and the second world of factional conflict and para-constitutional politi-
cal practices, termed the administrative regime. Much of politics takes place
in the charged zone between the two pillars of the dual state. Therefore, it
would be incorrect to label contemporary Russia as an authoritarian regime
tout court. Not only does it remain formally committed to constitutional
democracy and liberal capitalism—and this remains the source of its politi-
cal legitimacy—but these commitments moderate its behavior and allow the
formal constitutional framework to structure and influence the conduct of
politics. Although many of the regime’s actions are authoritarian in spirit,
the formal niceties of a constitutional democracy remain preeminent and the
legitimating framework for the system as a whole.

The technocratic managerialism that characterizes the system blurs func-
tional differentiation between the various branches of government, but does
not repudiate the distinct logics on which executive, legislative, and judicial
authority is based. Key constitutional principles are not sustained by political
practices; but the constitution still constrains behavior and acts as a norma-
tive boundary-setter for the system as a whole (although when it comes to
executive powers, the borders, admittedly, are set rather wide, but in formal
terms remain within accepted democratic limits). Russia’s administrative
regime operates according to a tutelary logic, standing as a force above com-
petitive politics, but does not repudiate the logic of political pluralism, the
rule of law, and the autonomy of the normative state. The Putinist gambit
may in the end, paradoxically, allow the constitutional state to come into its
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own and gradually diminish the role of the administrative regime to the sort
of proportions typically found in liberal democracies.

A fundamental feature of our model of the dual state is the potential
for existing institutions and processes to become autonomous in their own
right. Just as the Soviet system nurtured institutions, notably union republics
based on a titular nationality, which emerged as independent actors when
the regime, seized by a democratizing impulse, weakened in the late 1980s,
so today there remains a powerful latent potential in the formal institutions
of post-communist Russian democracy.*® Parties, parliament, the judiciary,
and the whole juridico-constitutional system established in the early 199os
have potential to evolve within the existing system. The federal system under
Putin lost its autonomous character, but federal institutions have been pre-
served and could come to life in different circumstances. The tension between
constitutional federalism and unitary political practices, as in the Soviet sys-
tem, provokes a permanent contradiction. In this sphere and in others, there
is a conflict between the latent and the actual. It is for this reason that evolu-
tionary gradualism in contemporary Russia could achieve the most profound
revolutionary transformation in social relations and ultimately transform the
quality of democracy. In the Russian context, there is nothing more revolu-
tionary than evolutionary politics.
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CHAPTER FIVE

Leadership and the Politics of Modernization

Timothy J. Colton

All nations have rulers. This fact is almost a truism. It is simply the way
things are.... Whether countries happen to be democracies or dictatorships,
the people eventually want one person at the helm whom they can identify
as their leader.

—Arnold M. Ludwig, King of the Mountain: The Nature of Political Leadership,

2002

If a country has ever fit this near-truism to a “I,” it has been the Russia seem-
ingly designed by nature for one-man rule. That being so, the presence today
of a pair of ostensible captains of the ship, Vladimir Putin joined by Dmitrii
Medvedey, is a novel and puzzling sight. Speculation about a rekindling of
Russian modernization would be hollow at the core without a look at this
anomaly and the circumstances behind it, at leadership in general, and at its
place in promoting or retarding change.

The Web of Leadership

Comparative studies of leadership have long struggled to escape the shadow
of reductionist, Victorian-era notions of “the great man in history.” The crit-
ics, who see impersonal factors of broader scope as the drivers of politics
and policy, tend not only to rebut leader-oriented theories but to caricature
them. Every now and then, somebody comes out with the contrary point,
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rediscovering individual agency as if it were some long-lost treasure and
reproaching the structuralists for neglecting it.

I am inclined toward the middle ground captured in the epigraph. Dis-
proportionate power and influence in the hands of the acknowledged leader
is the norm in political life—across continents, cultures, stages of modern-
ization, and regime types. Typically, the leader exerts or has the potential to
exert far more of an impact on events than any other single actor. That is not
to say that this human being is omnipotent or 100 percent independent. He
or she is in varying modalities and degrees constrained by institutions, elites,
and social forces, and cannot be effective without compliance and a mini-
mum of cooperation from them.

Leadership in politics is multifaceted. Mainstream research on it asks
three overarching questions: about who, how, and what.

The first addresses who the leader is. If an earlier age might have stressed
innate talents and quirks or the Oedipus complex, a behavioral approach
would scrutinize the way leaders are made rather than born, as comes about
through an incremental learning and skill-building process or through crys-
tallizing experiences. A reply to the “who” question may be framed by biogra-
phy, developmental psychology, or psychiatry.

The second big question is about how leaders do their work. Answers
here are best structured by social psychology, sociology, or micro-political
economy. In an authoritarian or totalitarian political system, the strongman
may lead primarily through brute force.! In democratic and semi-democratic
systems, the means available boil down to a triad: constructing and manag-
ing coalitions at the elite and state-institutional level; cultivation of a mass
constituency below, which entails some willingness to take its preferences
into account (to follow one’s followers, so to say); and molding the agenda of
political debate.?

Question three has to do with what the leader accomplishes in the grand
scheme of things— the outcome as opposed to the origins or phenomenology
of his or her statecraft. History and the macro branches of the social sciences
are the germane disciplines here. Leadership scholars need to make allow-
ance for the intricacy of the agent’s motivation. A typology fruitful in the
study of American presidents parses goals into three classes: power, which is
intrinsically prized and also a prerequisite for attaining other goals; achieve-
ment, the urge to shape and reshape society in accord with a set of values; and
affiliation, the pleasure taken in friendly relations with persons and groups.?
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I would round these out with a fourth goal: avarice, the desire to milk public
office for private gain. Once the goals of a leader have been identified, the
brief is to assess how efficacious the subject has been in attaining them, and
at the end of the day how much of a say she or he has had in comparison with
other presences on the scene.

Even to categorize the particulars of political leadership is a thorny exer-
cise, and they are interconnected in myriad ways. Furthermore, the particu-
lars are embedded in a shared context that contains political-cultural, insti-
tutional, sociological, and developmental (path-dependent) dimensions,
among others. The context has a volatility to it that, as Machiavelli memora-
bly explained through his parable of the river in flood, generates opportuni-
ties for the would-be prince either to make his mark or to fall short.

In light of its multifaceted, interconnected, and embedded nature, political
leadership should be envisaged as operating in a web or network. The leader-
ship web is one where everything hooks up with everything else, losers mas-
sively outnumber winners, and the winners prevail against forbidding odds.*

Russia’s Search for a Model of Leadership

Discourse about Russia’s web of leadership feeds on history and a stylized
image of it. “We have a center, the supreme power we call the Kremlin,”
intoned one pundit in 2009. “There is a throne up above, over all of us.”
Such pronouncements are not without merit: numerous aspects of politics
in Russia’s successive incarnations as absolute monarchy, communist dicta-
torship, proto-democracy, and now authoritarian-democratic hybrid have
indeed been highly centralized and personalized.

Scratch beneath the surface and we find more complex patterns. Some
historians of Muscovy and the pre-World War I empire recount a byzan-
tine high politics in which royal prerogative was often a fagade, and clans
and courtiers jostled for advancement under a cloak of “hermetic silence.” In
the Soviet period, Communist Party agitprop both enshrined collective deci-
sion making and glorified the general secretary, as if the two versions could
be equally true. In the new, post-Soviet Russia, Putin and the early Yeltsin
come across as forceful leaders; but the late Yeltsin and the early Medvedey,
as paper tigers.

One reason for these discrepancies is that the Russian state for most of
its existence has not possessed a consensual and stable model of top political
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leadership. Instead, it has been engaged in an inconclusive hunt for one, con-
tinuing to this day. With rare exceptions, there has been unanimity about
having a single throne and a single individual to occupy it.” Agreement, how-
ever, has not carried over onto the tangible powers, responsibilities, and pur-
poses of that individual. Excluding intervals of extreme arbitrariness when
the question was moot, the darkest of them the Stalinist purges of the twen-
tieth century, the claim holds up pretty well.

The idiom of government has reflected that ongoing lack of clarity. The
pre-1917 tsar was gosudar’ (“sovereign”) of the realm. Familiar stuff from the
European doctrine of the divine right of kings, this was an elastic marker that
left ample room for secularization and the evolution of the autocracy, and
could have been adapted, via constitutionalism, to democracy, as it was in
Britain and Scandinavia. In the 1920s, the quasi-religious “cult” of the mar-
tyred originator of Bolshevism, Lenin, was transferred to the living Stalin,
uninhibited by serious institutional checks and balances, and rendered in
the extravagant expression vozhd’, Russian for “the Leader” or “the Supreme
Leader.” For most of the 1930s, but not after that, the party and state saluted
mini-vozhdi in every remote corner of the USSR. Stalin worship was down-
played during World War II, then revived for his seventieth birthday celebra-
tion in 1949. Declassified archives reveal that many Soviets rejected the cult
and some were not afraid to say so.?

The mantle of vozhd’ died with Stalin in 1953, and the number one in
the regime, under the watchful eyes of his Politburo peers, was downgraded
terminologically to a rukovoditel’. This exquisitely bureaucratic word com-
putes only when the leader’s decision domain is specified. Someone could be
the authorized rukovoditel’ of a work unit or, as Khrushchev and Brezhnev
were portrayed, rukovoditel’ partii (“leader of the party”), but he could not be
the rukovoditel’ of the Soviet Union in some undifferentiated sense. On the
ground, the person giving orders, as under Stalin, was in everyday parlance
the nachal’nik or “boss.” The iron-fisted nachal’nik issued commands pertain-
ing to specialized matters and answered to higher-ups, without fulfilling a
more strategic function.’

Transition

Mikhail Gorbachev and his perestroika threw the Soviet leadership web into
disarray in the 1980s. Discretionary promotions and demotions escalated into
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wholesale replacement as the environment turned revolutionary and the old
system began to fracture. The locus for choosing political personnel shifted
from the selectorate within a hegemonic party to the electorate. Boris Yeltsin
triumphed over his fellow apparatchik, Gorbachev, and outlasted the Soviet
Union because he grasped how to ride the democratizing wave, first as a rebel
within the ruling party and then as populist leader of the opposition and
elected head of the nascent Russian state. Millions of ordinary people iden-
tified with him for having shared their sufferings, for promising to acceler-
ate social change, and for his apparent ability to keep their tormentors in
check—*“a boss for the bosses” (nachal’nik dlya nachal’nikov), in a turn of
phrase from his maiden election campaign in 1989.

In power as the founding president of post-communist Russia, Yeltsin in
the early 199o0s stitched together coalitions of elite groupings and organiza-
tions, enchanted and mobilized the masses, and reworked the agenda of poli-
tics. His free-market thrust, “shock therapy,” brought the honeymoon with
society to an abrupt end. It steered Russia toward capitalism and prosperity
in the long run; in the short run, it was traumatic and impoverishing to the
majority. The cynics held that Yeltsin was motivated by nothing more than
power lust and avarice (no one felt he was after only affiliation). Actually, he
mostly pursued achievement, in the sense of putting Russia foursquare on
a Westernizing trajectory. Like most achievement-obsessed leaders, he left
office frustrated by his inability to make good on promises, apologizing to
compatriots in his retirement speech for putting them through an “agoniz-
ingly difficult” ordeal. Despite the problems and the backlash against the dis-
order he unleashed, Yeltsin and his messy reforms changed Russia forever.?®

It has been alleged that a fluid political context is more conducive to strong
leadership than a settled context.! Transitional Russia illustrates that uncer-
tainty cuts both ways. Yeltsin’s ambitions soared, and he was free to harness
popular yearnings and ride roughshod over discredited Soviet-era structures.
At the same time, the protean environment deprived him of the knowledge,
institutional levers, and societal allies indispensable to executing his program
as initially outlined. To salvage some of his reforms, he sought the company
of the nouveau riche business moguls (“the oligarchs”), social conservatives,
and non-democrats in the bureaucracy and security services.

In the rough-and-tumble of it all, scant thought went to characterizing
top political leadership in Russia. Yeltsin spoke of himself merely as prezi-
dent, “the president”—a foreign borrowing that demarcated an office pure
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and simple, not a role. The constitution adopted in 1993 endowed the position
with vast powers, warranting that the president was its “guarantor” and that
he and only he “determines the basic directions of the domestic and foreign
policy of the state.” Overall, the document reinforced the executive against
the legislative branch and provided a legal foundation for the de-democratiz-
ing acts of his successor.

In the wider reaches of politics, Yeltsin shied away from crafting the
one tool—a political party dedicated to bolstering him as president and his
reforms—that would have been most helpful in realizing his program and
perpetuating it after him. The time to do so would have been his first term; in
the second, to which he was narrowly elected in 1996, he was plagued by sick-
ness and abysmal ratings, and could not have done much to assist a new party.
A capable pro-Kremlin electoral bloc, Unity, was born only in 1999, finish-
ing a close second to the neo-communists in that December’s election of the
State Duma (the lower house of parliament). Yeltsin kept his distance, wary
of giving it the kiss of death. The decisive boost for Unity was endorsement
by the man who had emerged out of obscurity to become Yeltsin’s last prime
minister and designated heir— Vladimir Putin.

Restoration

Yeltsin left the presidential suite in Kremlin Building No. 1 on Decem-
ber 31, 1999, eight months before the expiry of his mandate, and in a final
decree before giving up his job appointed Putin the acting president. Putin
had been assigned to quell the latest round of fighting in Chechnya and the
North Caucasus and to deal with a rash of terrorist incidents in the Russian
heartland. He immediately struck a chord with the electorate, as Yeltsin had
counted on, and was elected president in March with a first-round majority.
Born in 1952, Putin was an age bracket younger than his benefactor and
in good health. Working his way up the career ladder in the Soviet secu-
rity organs, the St. Petersburg municipality (as lieutenant of a well-known
democrat of the day, Mayor Anatolii Sobchak), and the Kremlin bureaucracy,
he was known for his businesslike demeanor and reliability. In the words of
Yeltsin's daughter Tatyana, Yeltsin “liked his pithy reports, his argumenta-
tion, his calm and restrained approach to severe problems,” and his faithful-
ness to Sobchak, who fled the country after losing a reelection contest in
1996 and undergoing investigation for corruption.”? The intuitivist Yeltsin
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was convinced —erroneously, on the whole —that only a person with Putin’s
toughness and composite background could consolidate the transformations
he had started: “Society needed a new quality in the state, a steel backbone
that would strengthen the political structure of authority. We needed a per-
son who was thoughtful, democratic, and innovative yet steadfast in the mili-
tary manner.”®

Vladimir Putin was not bashful about his concerns. On the eve of his
takeover as interim president, he posted on the Internet a “Millennium
Manifesto,” a trumpet call for the rebuilding of state authority and capacity.
Democracy, legality, and personal liberties were all to be protected, he said,
but Russia was doomed without “the appropriate restoration of the guiding
and regulating role of the state,” in harmony with enduring national tradi-
tions.

Putin, who had never run for election until 2000 and did not conceal his
distaste for retail politics, stood the philosophy of democracy on its head.
Beginning with ownership of a potent state position, handed to him unasked
by Yeltsin, he then worked to garner support for an action program that was
first and foremost about fixing the state, his starting point. The point of over-
lap with democratic norms was that he had to secure a modicum of mass
assent through elections. It would be approached through a statist prism, as
Putin’s first election campaign gave a foretaste. The screws were tightened
in 2000 on the media and on state officials who had backed various parties
for the Duma. It was reminiscent of the contests for attainment of produc-
tion quotas staged in Soviet days. Among the regional leaders, for instance,
“A peculiar sort of ‘socialist competition’ was spurred...for who could sup-
port the acting president best and loudest. Any form of neutrality, to say
nothing of opposition, was made out to threaten unpleasant post-election
consequences.” '

Although lacking the flair of Yeltsin in his heyday, Putin did reach out
to the citizenry. He closely monitored the polls, lavished funds on public
relations, and each year conducted a much-awaited open-line telecast with
the rank-and-file. It was his good fortune to preside over a roaring economy
fueled by record oil prices, the delayed benefits of the Yeltsin reforms, and
prudent fiscal and monetary policy. Consumer income grew at double-digit
rates, the budget deficit was erased, and national financial reserves swelled.
With this wind in his sails, the president in 2004 was reelected to a second
term with 71 percent of the popular vote. And United Russia, the disciplined
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“party of power” made out of the Unity bloc and several collaborators, won a
solid majority in the 2003 Duma election.

State restorationism did not preclude some liberal economic and judicial
reforms and upgrades to public administration, such as prompt payment of
social allowances and government wages, rigorous tax collection, and anti-
corruption regulations. In social policy, Putin in 2005 launched four “national
projects” for pumping the budgetary surplus into health, education, housing,
and agriculture. In 2006 he commissioned German Gref, author of the Mil-
lennium Manifesto and now economics minister, to write a long-range plan.
The “Concept of the Long-Term Socioeconomic Development of the Rus-
sian Federation,” published in September 2007, sketched a raft of targets for
Russia in 2020—such as making it the fifth-largest economy in the world,
a high-tech industry twice the size of the petroleum sector, good housing
and cars for all, and public-health indices at West European levels. Drawn
up before the global financial meltdown of 2008, the Gref plan made rosy
assumptions about continuation of the gush of petrodollars and of the boom.
The other postulate was that the top-heavy system for state management of
society was not to be questioned. Russia, Putin said, had to uphold a “manual”
or “hands-on” regime until it could safely be lifted for an “automatic” regime
of unfettered markets and democracy. The time frame he recommended was
“approximately fifteen to twenty years” more of the same.”

If economic and social Putinism had progressive and futuristic pieces to
it, the paradigm in politics was largely regressive and soft-authoritarian. A
tone was set in his first term by the occupation of Chechnya; the reining in
of the governors and republic presidents; the rescinding of many media free-
doms; and a crackdown on the oligarchs, the wealthiest of whom, Mikhail
Khodorkovskii, was arrested in 2003 and later sent to a Siberian prison col-
ony for economic crimes. While a few of these actions were defensible from
a democracy perspective, as correctives to the fecklessness of the previous
decade, the same cannot be said of Putin’s second term. Highlights (or low-
lights, depending on your point of view) were the de facto de-federalization
of Russia; electoral laws and practices that screened out small parties and
were advantageous to United Russia; onerous restrictions on nongovernmen-
tal organizations and their cooption into state-minded “public chambers”;
and, after the Orange Revolution in Ukraine in 2004—03, the stigmatization
of anti-system opposition as foreign inspired. In the first year or two, politi-
cal Putinism was often dubbed “managed democracy.” Beginning in 2005,
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Vladislav Surkov, Putin’s chief political aide, encapsulated it in the slogan
“sovereign democracy,” lumping together the domestic trend and Russian
self-sufficiency and self-assertiveness in the international arena.

In eight years, Putin rewrote the political agenda and wooed a mass fol-
lowing, albeit a passive one. The manipulation of public opinion and the sti-
fling of electoral competition notwithstanding, there was genuine support
for his policies in almost every quarter of society, an association in people’s
minds of Putin with “a core set of principles” including the attachments to
national unity, stability, and growth in a mixed economy.'® Putin also put
together a workable elite coalition. At its heart were the so-called siloviki,
his comrades from law enforcement and the security services and natives of
his hometown St. Petersburg. Yeltsin, who died in 2007, frowned on many of
Putin’s changes, although he refused to speak out against them. All the same,
technocrats and elective politicians whose careers flourished on the first pres-
ident’s watch pragmatically threw in their lot with the second. A subset of the
oligarchs was granted privileged access in exchange for loyalty, while United
Russia lengthened the ruling group’s reach to regional and local officialdom.

Putin as president was no less motivated than Yeltsin by achievement
goals, although power ranked higher for him, seeing as enhancing the capac-
ity of the state was the principal result he sought. He succeeded in doing
much of what he set out to do, but nowhere near everything—unrelieved cor-
ruption and the lack of economic diversification are conspicuous failures. In
the fullness of time, history will take him to task for them and for diverting
Russia away from democratic governance.

Staying the Course

The current indeterminate state of affairs with Russian leadership was trig-
gered by an obscure clause in the constitution of 1993. Hardly noted at the
time, Article 81(3) stipulates that a president can serve no more than two
four-year terms consecutively. Had it never been written, there is not a shred
of doubt that Putin would still be in Building No. 1 today. But it was a fait
accompli, in black and white, and it obliged Putin to vacate office by May 7,
2008, at the crest of his popularity and in the prime of life. The article says
nothing about what comes next.

The only legitimate way to prolong Putin’s tenure was to amend the con-
stitution, not a letter of which had been tampered with since 1993. By late in
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his first term, with the Duma, the Federation Council (upper house of the
Federal Assembly), and most of the regions firmly in the president’s camp,
passage of an amendment bill in almost any area was a foregone conclusion."”

Two specific constitutional fixes would have circumvented the roadblock.
The more drastic would have been to change the form of government whole-
sale and institute a parliamentary republic, whereby a prime minister would
serve for as long as he held a legislative majority, without limit of time, and
the presidency would be abolished or downgraded into a ceremonial position.
Mikhail Kas’yanov, Putin’s first-term prime minister, has testified in a mem-
oir that as early as April 2003 the Kremlin administration wrote into the draft
of Putin’s annual state-of-the nation address a proposal to parliamentarize
Russia in the near future, and that it was withdrawn only at the last minute.
According to Kas’yanov, the plan “was not about a parliamentary republic
per se but about creating a mechanism for retaining power.” Kas’yanov, an
unfriendly witness who broke with Putin in 2004, does not say Putin was
personally in on the proposal or why it was discarded.'®

An openly discussed and milder remedy for the year 2008 problem would
have concentrated on Article 81(3). Sergei Mironov, the chairman of the Fed-
eration Council, had spoken in favor of moving to a three-term limit since
2001, well before the trial balloon on a parliamentary republic, and other
Putin stalwarts went so far as to advocate getting rid of the cap altogether.
Mironov also called for an increase in the duration of the president’s term
from four years to between five and seven years.

Grassroots sentiment did not object to a revision along these lines. In a
February 2007 poll, 6o percent of the populace wanted Putin to have “the
opportunity to occupy the post of president three or four terms in a row,” and
59 percent, up from 44 percent in 2005, favored a constitutional amendment
on a third term. Another survey, in July 2007, disclosed that Putin would be
handily reelected if allowed on the ballot. Fifty-five percent of all eligibles,
and 71 percent of decided voters (the same as in the 2004 election), would have
supported him for president; no one else attracted 5 percent.' In elite circles,
sympathy among winners from the Putin era was more robust. Many of those
who were dubious about its excesses feared a sudden termination—better the
devil you know than the devil you don’t. There were also misgivings about
a redistribution of property and squabbling among the siloviki and presi-
dential entourage once the chief was gone, as had started to materialize in
2006—07. Below and above, extension of the Putin presidency was backed by
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a broad coalition of the passionate, the acquiescent, and the insecure Until
ready to tip his hand, Putin confined his remarks to two themes, one negative
and one affirmative. The negative one was that he was unalterably against a
change in the term-limit rule and was going to leave the presidency on sched-
ule. “Staying for a third term was never a lure for me,” he was to profess a bit
piously at his farewell press conference. “If God gave me the good fortune to
work for my country...I should be grateful for the opportunity, which is its
own best reward. It is offensive to seek further reward or to get it in your head
that once you are in the top post you have the right to stay there until they
lay you in your grave.”? Besides the impropriety of it, Putin insisted that any
tailor-made amendment would open up an institutional Pandora’s box. “If
each new head of state modifies the constitution to suit him,” he said in 2005,
“before long there will be nothing left of the state.” Left unsaid was that
many world leaders would have disapproved. Sophisticated Russians would
have thought clinging to power through an insincere rule change a travesty in
a European country.?

As for what he would do affirmatively as ex-president, I saw Putin field
question after question about his plans at the annual meetings of the Krem-
lin-sponsored Valdai Discussion Club. The line he stuck with was that he
would be “leaving the Kremlin” in 2008 but not “leaving Russia,” and increas-
ingly he insinuated that his next act would have political content. He began
to drop public hints to this effect in 2006. During his phone-in that October,
a truck driver from the Urals asked Putin to explain “what will come of us
and the country” after he honored his commitment to step down. Putin was
adamant that he would hold on to “the most important thing for any politi-
cian, your trust.” With that as the basis, “You and I will find a way to influ-
ence the life of our country and see to it that it sticks with a consistent path
of development.” Putin, in other words, was gesturing toward a substan-
tive role in politics, divorced from the exact position of president. Most Rus-
sians foresaw — correctly—that such a post-presidential role would be found.
In an opinion survey taken in August of 2007, seven respondents in ten
thought he would somehow “remain in politics” and just as many were warm
to the idea.?

One technique for preserving Putin’s power, repeatedly bruited in 2007,
would have cast him as an elder statesman, reliant on his moral authority
only, along the lines of Lee Kwan Yew in Singapore or Deng Xiaoping in
China. An intriguing proposal was made in an open letter by a Chechen
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operative for United Russia named Abdul-Khakim Sultygov. The term for
“leader” he put forward — /ider—had entered circulation in Russia only in the
1990s, most frequently in commercial applications such as “brand X is the
lider in detergent” or “rock singer Y is the /ider in the ratings among teenag-
ers.” It sounded trendy and had neither the pomposity of the Stalinist vozhd”
nor the dryly administrative ring of rukovoditel’. Sultygov demanded that
an extra-parliamentary Civic Assembly of the Russian People be convened
forthwith, recognize Putin as “national leader” (natsional’nyi lider), and swear
a solemn oath of allegiance to him, after which Putin would act as a final
court of appeal on disputes and periodically send “messages” to the nation.
The Sultygov letter went unmentioned by Putin and was speedily disowned
by allies.” Inasmuch as Russia does not have a Confucian heritage, Putin is
middle aged, and United Russia is not as institutionalized as its East Asian
counterparts, a carbon copy of Lee or Deng was impractical.

With all these ideas hanging in the air, Putin and his confidantes resolved
his conundrum ad hoc. The three-part solution they came up with would
keep him in the thick of the political game but play it by the rulebook con-
stitutionally. Simultaneously, (1) a trusted client on the Putin team would be
put forward for president; (2) the patron, Putin, would migrate to the con-
stitutionally inferior but still meaty job of prime minister; and (3) while he
was at it, Putin would take over leadership of United Russia as an insur-
ance policy. The client picked for president, to the consternation of many,
was Dmitrii Medvedev, the forty-two-year-old first deputy prime minister
accountable for the national projects. Medvedev was an alumnus of the same
St. Petersburg (Leningrad) law school as Putin, taught there for a decade,
and was an adviser to Anatolii Sobchak. He worked under Putin’s supervision
part-time for five years in St. Petersburg and after 1999 in Moscow as full-
time campaign manager, deputy chief and chief of staff, and first deputy head
of government. Medvedev was to be the first Russian leader of middle-class
origins (both his parents were academics) and the first to have made money
in private business, and he had never served in the KGB.%

Putin started the process by announcing on October 1, 2007, that for
the first time he would head up the United Russia slate of candidates in the
forthcoming Duma election and that in the national interest he was willing
to relocate to the premier’s office if Russians elected as president “a decent,
able, and efficient person with whom I could work in a pair.”” The mechanics
went like clockwork. United Russia carried the Duma election in a landslide
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on December 2. Putin publicized his choice of Medvedev on December 1o0;
Medvedev took one day later to reciprocate that Putin would be his prime
minister. On March 2 Medvedev rode Putin’s coattails to an electoral win,
tallying a fraction of a percentage point less than Putin’s 2004 vote share.
Putin was chosen chairman of United Russia in mid-April, and he and Med-
vedev were inducted into their new state positions on May 7 and 8.

The principle of the succession was stability in the leadership web. In his
speech accepting Medvedev’s invitation, Putin told a United Russia con-
vention in December that the reshuffling of positions would go through
smoothly, “without changing the distribution of powers between the presi-
dent and the government.” Medvedev for his part vowed solidarity with “the
program proposed by President Putin”—“I intend to be guided by [it] in my
future work” if elected president. More than that, he was “persuaded that full
implementation of this strategy is doable only together with its author,” with
whom he would work hand in hand. Putin, Medvedev added, would do any-
thing but fade away: “Vladimir Vladimirovich will go on utilizing his huge
political and professional assets and his influence in our society and all over
the world.” These were all prescient comments.

And Then There Were Two

It has been somewhat of a cliché to classify Russia’s political order as “super-
presidential” or “hyper-presidential.” If the issue is about the imbalance
between the branches of government and about ultimate control being vested
in the executive, the cliché is accurate.

It overlooks, though, the formality that the Russian constitutional for-
mula is, in lawyer’s parlance, “semi-presidential,” a label with very different
connotations from “super” or “hyper” presidentialism. The French scholar
Maurice Duverger, who coined the concept of semi-presidentialism in the
1970s, saw it as an up-and-coming alternative to classic, U.S.-type presiden-
tialism. Its central attributes were three: a president elected by universal suf-
frage, consignment to him of “quite considerable powers” superior to those of
a chief minister answerable to parliament, and a prime minister and cabinet
“who possess executive and governmental power and can stay in office only
if the parliament does not show its opposition to them” via a vote of no-
confidence.? If Duverger’s second criterion is applied strictly, the number
of semi-presidential systems has risen from several in the 1950s to twenty to
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twenty-five worldwide in 2010; if not, and if countries with elected but weak
presidents are counted, the figure is about double that. Semi-presidentialism
is predominant in the fifteen post-Soviet states, found everywhere but in the
parliamentary Baltic republics (Estonia, Latvia, and Lithuania, a borderline
case) and Moldova, which renounced semi-presidentialism in 2000.

In post-communist Russia, a bifurcated executive was present from the
outset and survived the constitutional watershed of 1993.% Presidents always
had the whip hand and changed premiers at will (Yeltsin six times, Putin
two). But institutional dualism had a flexibility that made it a vehicle for
Putin’s makeshift solution in 2007-08: it could furnish a dignified plat-
form to a second heavyweight player in national politics, in addition to
the president.

While the Medvedev-Putin tandem was politically expedient, it was
obviously awkward for a paramount leader to turn over his job to a protégé
and then not get out of the way to let him govern. And it was obvious that the
allocation of peak offices was incongruous with the stature of the two prin-
cipals. Putin, the country’s longtime strongman, was relegated to the junior
job; Medvedev, hitherto a politico of middling reputation, held the senior
job, and only by sufferance of his mentor.

One of the ironies is that Putin as president, much more than Yeltsin
before him, had kept his prime ministers on a short leash and barred them
from developing an independent political persona. Putin’s first premier,
Kas’yanov, believes that his having been “far removed from public poli-
tics” until then, as a financial expert, improved his chances for recruitment.
Putin directed him to focus on economic and social policy and not inter-
fere in national security or in “internal politics,” that is, elections and par-
ties, civil society, government-business relations, and federalism. It transpired
that arms exports and the Gazprom gas monopoly, the motor of the Russian
economy, “and practically everything connected with it,” were also off limits
to him.3! Putin’s second and third chief ministers, the veteran functionaries
Mikhail Fradkov and Viktor Zubkov, faced similar boundaries and were less
in the news than Kas’yanov.

Although the precise division of labor between President Medvedev and
Prime Minister Putin is a closely guarded secret, we know for sure that it
has little in common with that of 2000 to 2008. The official distribution of
powers has not been touched, as Putin pledged in 2007; unofficial norms and
behavior have changed.
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Medvedev has tended to the vital powers allotted the president in the
constitution, making the headlines on Georgia and Ukraine, arms control
negotiations with Washington, the administration of justice, and so forth. He
has also embarked on a sweeping verbal crusade to expose shortcomings in
Russian society.

But it is Putin, not Medvedev, who has been the government’s firefighter
on the disastrous economic slump and who has inserted himself routinely
in energy policy, foreign economic affairs, federalism, and mass politics. He
keeps up a frenzied travel schedule. In 2009 Putin visited fourteen foreign
countries, to the president’s twenty-six; seven of Medvedev’s trips abroad were
to multilateral diplomatic events. At home, Putin toured thirty-six of Russia’s
eighty-three federal regions, or ten regions more than Medvedev.? Wearing
his United Russia hat, he has leverage over elections and parliament. Where
protocol could stand in the way, the party opens doors. “Putin reception
offices,” to hear the grievances of disaffected citizens, were opened by United
Russia countrywide in the summer of 2008. As prime minister, Putin also has
continued his presidential practice of the annual televised phone-in. The first
“Conversation with Vladimir Putin” was held in December 2008 under the
auspices of the party and its reception offices. Putin was in fine fettle over
the three hours, noted an observer. “Like in the old days, Putin demonstrated
that it is he who is prepared to talk with the people one-on-one and he who
understands the interests of our citizens.” The four-hour broadcast in 2009,
his longest ever, was paid for by the prime minister’s office. By choice or of
necessity, Medvedev has organized no such colloquy with his constituents.
The closest thing is the videoblog he set up in October 2008, which reaches
the well-educated urbanites who frequent the Internet in Russia and not the
plebes who ask most of the questions in the Putin “Conversations.”

The blurring of roles has put on hold the discourse on leadership doctrine
in Russia. There is no talk just now of a national /ider. Medvedev describes
himself as rukovoditel’ gosudarstva (“leader of the state”), officialese for king-
pin of the apparatus of government but not of the country. The public Putin
is incarnated as often as not as the nation’s nachal’nik, the fixer and issuer of
edicts who keeps the wheels turning. His bravura performance in the small
town of Pikalevo, near St. Petersburg, on June 4, 2009, where with television
cameras grinding he commanded businessmen and local officials to sign an
agreement on resuming production at three idle factories, is emblematic. A
target of his fury was Oleg Deripaska, the billionaire proprietor of one of
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the factories. “Putin compared the three plant owners (including Deripaska)
to cockroaches, and accused them of greed. He then threw his pen on his
desk and ordered Deripaska to approach and sign an agreement on raw mate-
rial supplies intended to help restart the Pikalevo factories. Putin decried
the inability of the board members to make the necessary decisions without
his intervention. Adding to Deripaska’s complete humiliation, following the
signing of the contract Putin told him, ‘Do not forget to return my pen.”*
Putin sounded the same note when he looked back on the Pikalevo incident a
half-year later, during his question-and-answer marathon: “I had the feeling
that far from every leader in the regions and municipalities, and for that mat-
ter in the government of the Russian Federation, appreciated the scale [of the
crisis we faced]. I thought it correct and proper to send a signal to society and
to leaders at all levels that they have to answer for what is going on.” He did
not spare a word for Deripaska.’

Stylistically, gritty episodes like this might be thought a comedown from
the Olympian Putin of 2000—08; but in their own way, they telegraph his
persistent mastery of the landscape. No politically attuned Russian with
whom I have spoken questions that he in the final analysis lingers as the real
leader of the country, regardless of constitutional niceties. Forbes magazine
echoed the in-country conventional wisdom in late 2009 when it ranked him
the third most powerful person iz the world, behind only Barack Obama and
President Hu Jintao of China. Medvedev was put in forty-third place. Putin,
Forbes wrote with some hyperbole, “might as well be known as tsar, emperor,
and Autocrat of all the Russians” and is “vastly more powerful than his hand-
picked head of state.”¢

If it is the former president who is at the helm, if he continues to ride
high in the public’s esteem, and if his regime’s hammerlock on political com-
munications is not relaxed, then in effect contemporary Russia may be in a
strange regency period —a hiatus separating long periods of direct rule by the
king. There is no legal barrier whatsoever to his reinstatement as president.
Whereas the Twenty-Second Amendment to the U.S. Constitution (passed
by Congress in 1947 and ratified in 1951) provides that nobody may ever be
elected president more than twice, Article 81(3) of the Yeltsin constitution
sets no lifetime ceiling. Now that he has been out of office for a time, Putin
could go back when Medvedev’s four-year term concludes in 2012, or earlier
if Medvedev were to resign prematurely. Conjecture is all we have to go on
until Medvedev and Putin tell us what was said between them when they
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negotiated their entente in 2007. It is entirely credible to suppose that they
agreed at the time to an eventual Putin comeback. A straw in the wind is that
six months into his administration Medvedev introduced the first amend-
ment ever to the 1993 constitution, a decision unthinkable without Putin’s
encouragement. The change, which sailed through in weeks, is to Article
81(1) and elongates the presidential term henceforth to six years from four.
Should Putin once again be elected in the spring of 2012, when he will be
only fifty-nine years old, he will be eligible to stand one more time in 2018
and serve as president until 2024, twenty-five years after he supplanted Yelt-
sin. All Putin will say for now—and it is not trivial—is that he is keeping
his options for 2012 open. He has pointedly declined to state his support for
Medvedev’s reelection beforehand. Asked during his 2009 “Conversation” if
he might soon leave politics, he replied, “Don’t hold your breath.” Might he
run for president again? “I will think it over. There is plenty of time for that.”
Words and body language signal that he feels entitled to make the call.¥

Staying the course, followed by Putin’s triumphant return, therefore rep-
resents the best-bet prediction for leadership in the next three to five years,
with all that would ensue. And yet, it would be unwise to ignore the chance
of disruption. If students of Russia and Eurasia have erred in their forecasts
over the last generation, it has been on the side of underestimating the poten-
tial for change.

In this connection, the duumvirs have never denied that they will not
agree on each and every policy question they face in the course of their duties.
In a fit of candor at his last presidential press conference, Putin said he would
respect Medvedev’s right to make decisions as chief executive, but, “I natu-
rally have the right to express my views.” He conceded that differences could
perchance crop up between them and that third parties could try to drive a
wedge. “Dmitrii Anatol’evich and I are well aware that attacks will be made
along personal, political, and economic lines. There will be constant attempts
to find differences in our approaches. There are always difterences, I have to
say, but over our more than fifteen years of working together we have gotten
accustomed to listening to each other.”$

Moreover, under the right conditions conflict could be stimulated by the
very constitutional blueprint that was instrumental to setting up the Russian
duumvirate. Semi-presidentialism has been known elsewhere to be condu-
cive to dissension within the executive household. Where executive power

1s divided:
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The constitutional tensions are structural and... there is always the potential
for warring executives....Something as simple as personality differences
between the president and the prime minister may lead to disagreements
over policy and over who should direct government, even if the president
and prime minister share the same policy program. Or, perhaps, a president’s
particular beliefs about his leadership role and his own popular, direct
legitimacy, as opposed to the prime minister’s indirect legitimacy, may lead
him to completely dominate his prime minister, who, in turn, might resist this

domination, setting off a spiral of backbiting and mutual recriminations.*

Warfare between president and prime minister was the narrative of poli-
tics in neighboring Ukraine from 2005 to 2010. Were such hostilities to erupt
in Russia, or take place in a muted form more like the interludes of presiden-
tial-prime ministerial “cohabitation” in France, they would be much harder
to suppress, since the political mentality in Russia is so intolerant of ambigu-
ity over supreme authority in the state. So long as Medvedev and Putin are
on the same wavelength, elite and mass opinion will accommodate itself to
some vagueness. If the relationship dissolves in rancor, there will be enor-
mous pressure on each of them to go all-out for victory, with explosive spill-
over effects.®

The Measure of Medvedev

What might plausibly push the Putin-Medvedev relationship in such an
apocalyptic direction? Intimate associations rupture in politics, as in marriage
and business, all the time. One would guess that Putin and Medvedev, know-
ing one another well for so many years, would not fall out on petty personal
grounds. But the personal can coalesce with the political in unpredictable and
incendiary ways, especially when naked ambition is involved. Putin may aim
to reclaim the Russian presidency; Medvedev may crave the power and per-
quisites of an office he holds in theory but has never disposed of in reality. In
so delicate a situation, displays of individualism on the part of the recently
elevated junior partner can easily be taken by the senior partner as aggression
or ingratitude, and avuncular advice from the older man can be construed by
the younger as meddling.

Listen to the Russian rumor mill nowadays and you will hear about
irritants between Putin and Medvedev. Friction between their publicists
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and policy staffs is an open secret in Moscow. Listen also to Medvedev on
December 3, 2009, in Rome, when a journalist interrogated him about Putin’s
statement in his “Conversation” that he may run for election in 2012: “Premier
Putin said he doesn’t rule out this possibility, and I also don’t rule out this
possibility.” One political Web site called it “a long-range polemic.” Such
jousting can acquire a life of its own.

If we think about ambition in a longer horizon, Putin already has his
guaranteed niche in the national pantheon; Medvedev has none. What he
wants in his heart of hearts remains a mystery. Is it to go down in history as
a footnote, a placeholder between Putin’s first and second comings as leader,
or as an individual who made a difference? The three leaders who set poli-
tics in motion in Russia from the mid-1980s to 2008 — Gorbachev, Yeltsin,
and Putin—answered that they wanted to make a difference. Hypothetically,
Dmitrii Medvedev may yet join their company.

Given his multitudinous ties, organizational and surely emotional, to
Putin, it is most improbable that Medvedev will throw down the gantlet to
him without a larger, values-based rationale. This rationale might conceiv-
ably flow from Medvedev’s diagnosis of Russia’s present-day ills, which is an
extraordinary phenomenon in its own right. After a slow start, Medvedev has
been a veritable criticism machine. In presidential speeches, interviews, and
his videoblog, he has found fault with virtually every one of the new Rus-
sia’s fundamentals. In “Go, Russial,” an essay published in the liberal online
newspaper gazeta.ru in September 2009, he condemned “a primitive raw-
materials economy, chronic corruption, the inveterate habit of looking to the
government, to foreigners, to some kind of invincible doctrine, to anything
or anyone—as long as it is not to ourselves—to solve our problems.” Rus-
sia, as Medvedev tells it, is being held back by “legal nihilism,” technological
backwardness, apathy and poor self-organization, parasitism on the physi-
cal assets of the Soviet past, demographic decline, bureaucratic contempt for
citizen rights, and whitewashing of Stalinism.*

Some rhetorical divergence between Medvedev and Putin was inescapable
and was almost certainly part of Putin’s plan in 2007. If Putin had wanted a
clone as successor, he would have chosen a member of the KGB fraternity
and not Medvedev. It stands to reason that he all along intended Medvedev
to make some modest emendations and adaptations to the inherited state of
affairs. Still, it has to be asked how much will be enough from Putin’s vantage
point, and when the reformist verbiage of Medvedev is to be interpreted as
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veiled censure of Putin and his policies. “Go, Russia!” may have crossed such
a line when it cited the severity of the 2008-09 recession in Russia as proof
“that we did not do all we ought to have in recent years, and that far from all
of what we did was done correctly.”#

As we take his measure at the halfway mark of his 2008-12 term, the find-
ing has to be that Medvedev has offered mostly talk about what is wrong.
What, one might ask, would it take for him to lessen the yawning gap
between word and deed? He would have to have the ego strength to want to
be his own man, to take charge —to be /e leader. He would move to forge a
distinctive elite coalition, energize a mass audience, and reshape the national
agenda. He would know how to amass power resources and use them as a
device for achievement.

Thus far, none of these conditions has really been met. Temperament is
one of the reasons. As Medvedev confessed in a series of interviews before
his inauguration with the TV journalists Nikolai and Marina Svanidze, this
former law-school lecturer has had difficulty leaving the professorial mode
behind. Getting across his ideas in politically actionable form “is not always
so simple” for him, he said to the Svanidzes. “When I formulate such things,
I often do it as if I were giving a lecture.” “One gets the impression,” they
wrote with some empathy, “that Medvedev the scholar takes precedence over
Medvedev the politician.”*

The trouble is that political leadership, all the more in so hard and unfor-
giving a culture as Russia’s, is not a game for the scholar. Medvedev has the
qualities of mind to perceive and declare that Russia must change, but he
may not have the qualities of character to put this vision into effect. Char-
acter aside, too much of the political wherewithal is still in the grip of Putin,
and Medvedev invariably will be constrained by elite composition, Russian
institutions, and the spoken and unspoken understandings between state and
society—all of them heavily influenced by Putin’s past actions.

One standard mark of a new leader’s clout is his success in making person-
nel changes in the machinery of government. Be it for lack of motive or abil-
ity, Medvedev has made astonishingly few changes in the most sensitive state
positions. He has replaced only about one-quarter of the regional governors.
While a few of his appointees have varied the Putin mold, most have not.
In the central establishment, there has been continuity in most major seats
in the Council of Ministers. Medvedev’s own executive office is populated
almost totally by holdovers from the old team, including Vladislav Surkov,
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Putin’s political eminence grise. The cadres who have not stayed behind in
the Kremlin inner sanctum have journeyed to analogous posts in the Moscow
White House, the governmental office tower on the banks of the Moskva
River where Putin holds court.*

Nevertheless, it is worth reminding ourselves that the institutional capi-
tal of an incumbent president of Russia, which Medvedev is, is formidable.
Putin cannot literally force Medvedev to bow out of the 2012 election or do
anything else. In the Russian setup, the president has symbolic primacy, an
almost unlimited range for decree-making, and the power (dormant until
now) to hire and fire thousands of officials. The artillery most applicable is
the president’s right under Articles 111 and 117 of the constitution to dismiss
the prime minister at will and nominate someone who pleases him better. If
the Duma spurns his nominee for the premiership three times, the president
selects an acting prime minister unilaterally, whereupon the Duma disbands,
and a parliamentary election is held. In any showdown with Putin, Medvedev
would have to contend with the United Russia majority in the Duma and
with laws that make formation of any new party a long ordeal, so that some
liberalization of registration procedures would be crucial to success. He could
be optimistic about some United Russia deputies defecting to him over the
issue and many officeholders worrying more about going with the winner
than about supporting either one of them.

Under the best of circumstances, a frontal assault on Putin would be a
risky business. Medvedev has shown absolutely no stomach for taking risks.
This applies to modernizatsiya of the country—a word that is now a Med-
vedev mantra—as well as to dealings with Putin and the political class. And
too, Medvedev has been excruciatingly slow to modify major institutions
and government policies. In his first year in the Kremlin, Russian politics
became more undemocratic than it had been in Putin’s second term. Only
in year two was there “an even partial loosening of the previously tightened
screws, so far on the micro-political level only.” The president, for example,
championed legislation reducing the membership minimum for a registered
political party from 50,000 to 45,000 members and seating several represen-
tatives from registered parties that fall between 5 percent and the 7 percent
threshold in a State Duma election. He has lately voiced support for elimina-
tion of signature requirements for candidates and parties, a more meaning-
ful change. Regional elections in the spring of 2010, in contrast to those in
2008 and 2009, were not marred by widespread falsification of turnout and
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pro-government votes, although non-approved candidates were filtered out
in many districts, and media coverage of the campaign was strongly biased.
Medvedev has announced a series of anti-corruption initiatives, one of them
making bribery of foreign officials a crime. In the area of rights, he has con-
demned the Stalinist terror, met with independent journalists, and forced
through an end to pretrial detention for defendants who are accused of eco-
nomic offenses. He also has committed the government to construction of
an R&D park for nanotechnologies outside Moscow; it will raise funds on
international capital markets, recruit foreign engineers, and have special pro-
visions for taxation and policing.

To date, these are all emendations within the house that Putin built. They
leave its essential architecture intact. In the words of one analyst of the Med-
vedev presidency, his reforms “do not threaten managed democracy and do
not exceed the limits of ‘freedom for your own,” jealously guarding entry into
the center ring of national affairs.*’

This gingerly approach to change can be imputed in part to Medvedev’s
co-leader. What we see today may well be the gist of what Putin had in mind
in selecting Medvedev in the first place. Medvedev diagnoses the patient.
Surgery, if any, is to be done only with Putin’s blessing and participation.

I would give equal credence to internal recoil against radicalism. This atti-
tude likely stays Medvedev’s hand as much as any external restraint applied
by Putin and the prevailing institutional and factional arrangements. For all
the boldness of his critique of the Russian status quo, he propounds gradual-
ism in correcting it and maintains that the social fabric will shred if it is done
in haste. As he put it in the Svanidze interviews, “What I want is for us to
develop a new civilizational model but develop it calmly and in evolutionary
fashion. The main thing is to avoid shocks or turns in the wrong direction.
We still have a fragile civil society and generally a fragile state.” Medvedev
told the Svanidzes he looked upon the words radikal and radikalizm with dis-
taste and that “poor management on the part of the authorities” is to blame
for radicalism in any country.* He went back to this credo in “Go, Rus-
sial”—change in the Russian political system had been tortuous, he admitted,
but was better that than “permanent revolution”:

Not everyone is satisfied with the rate at which we are moving....They talk
about the need to force the pace of change in the political system and sometimes

about going back to the “democratic” 199os. No, it is inexcusable to return
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to paralysis of the state. I have to disappoint the supporters of permanent
revolution. We are not going to rush. Hasty and ill-considered political
reforms have more than once in our history led to tragic consequences and
pushed Russia to the brink of collapse. We can’t jeopardize social stability or
the safety of our citizens for the sake of any kind of abstract theory. We have
no right to sacrifice a stable life, even for the highest of goals. ... Changes will
come, but they will be steady, well-conceived, and step by step.*’

Outlook

Russia needs political reform. It is an end in and of itself and a means to facil-
itate other changes needed for the country to resume its stalled march toward
modernity. Political change is clearly not the highest priority for Dmitrii
Medvedev, let alone for Vladimir Putin, whose opinion counts for more.
It would be naive to hold out for any dramatic breakthrough in this sphere
in the short term. But the leaders may back willy-nilly into a more moder-
ate sequence of reforms because it will help them make headway on goals
that matter to them more. They understand that Russia cannot do without
a diversified, dynamic economic base and that little progress has been made
since the unraveling of communism toward assembling one. For it to be con-
structed, the burden of corruption must be lightened, small and medium-size
businesses must thrive, and foreign capital and know-how must pour in. It
will be difficult if not impossible for these good things to come to pass unless
the system of government acquires or reacquires elements of the competitive-
ness, transparency, and feedback that have been methodically designed out
of it.

If the gauge is who is articulating noble intentions, the best hope for a
turn toward democracy in Russia is for Medvedey, still a cipher, to wrest con-
trol of the political leadership web as soon as possible. Even at that, the most
he promises, as a Medvedev adviser informed me in late 2009, is “change in
small doses” (peremeny dozirovaniyem). The continuation of Putin in a pre-
ponderate role for an indefinite period of time would make the doses smaller
than they would otherwise be. Having Putin or anybody else in charge for a
whole generation—“until they lay you in your grave,” as he said scornfully
in 2008 —would be a recipe for ossification and decay. It would be bad for
Russia even if it were headed in an unreservedly authoritarian direction.
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Comparative studies show that successful autocracies, the most proficient at
supplying public goods, are by and large those that have higher leadership
turnover.”

Unless Putin’s health gives way or Medvedev pulls off the unlikely feat
of overthrowing him or challenging him in the 2012 election, it will be Putin
who decides voluntarily on when and how he will relinquish control. His
return to the Kremlin is a better than a fifty-fifty proposition. However, it
is not inevitable; and if it does occur, it will not inevitably put Russia into a
political deep freeze.

The Medvedev-Putin tandem has created a precedent for parallel roles
and power sharing that will have reverberations in the future. If Putin rules
again after 2012, it may be in a condominium where he is not as dominant
as he was before 2008. He could appoint a fresh face as prime minister and
dispatch Medvedev, who has been eloquent on Russia’s deficit of rule of law,
to head the Constitutional Court. Conveniently and maybe not accidentally,
the chair of the court was made subject to presidential appointment by a law
enacted in 2009.°! Putin could in principle flip positions a second time and
make Medvedev his prime minister, having already accepted this demotion
himself in 2008 with grace. Or, not to be discounted, he could consent to
continuation of Medvedev—a known quantity in whom Putin has invested
much—in the presidency. If so, it is doubtful that Putin would carry on as
head of government, but there would be other acceptable permutations and
combinations. In particular, he could relinquish the premier’s post to yet
another disciple while holding on to the rudder of United Russia, thereby
converting the duumvirate into a triumvirate. This solution would let Putin
divest himself of day-to-day control over the bureaucracy but safeguard his
veto rights and, if he desired, make his way slowly toward the tutelary func-
tion that was deemed premature in 2007, or even toward the exits. Sooner
or later, Putin will have to go. Sometimes the mark of a statesman, like an
athlete, is to know when to leave and to find a moment of his choosing.

Whichever scenario materializes, we should follow it closely, not be fooled
by appearances, and expect to be surprised. If there is any chance of Russia
being reinvented as a normal modern country, we can rest assured that the

leadership factor will be a key.
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CHAPTER SIX

The Sociology of Post-reform Russia

Mikhail K. Gorshkov
Translated by Siriol Hugh-Jones

Introduction

Russian society is frequently accused of being secretive and of not lending
itself to sociological analysis. It is said that it is too strange and incompre-
hensible for the West to understand. This is no coincidence. It is perfectly
obvious that compared with most Western countries, there are certain pecu-
liarities about Russia that complicate any analysis, assessment, or forecast of
the direction of socio-economic and political change there, past and present.

Life in Russia has changed considerably in the last decade. Contemporary
Russian society can be described as a relatively integrated system containing
elements both of nascent capitalism and substantial remnants of the Soviet
system. Is Russia a society in which the values of democracy, private owner-
ship, market economics, and the institutions of civil society predominate? In
many respects it is not. Though a constitutional republic, Russia is evidently
still a long way from being a democracy: the party and parliamentary systems
are not stable and the country’s power division is a unique combination of a
one-party state and federalism.

Although a significant portion of production resources are not state-
owned, the state and the economy are closely intertwined. Enterprises remain
largely dependent on the state, while various types of non-cash transactions
play a huge role. Russia’s place within the global economy is primarily as a raw-
materials appendage. Income is created not out of any value added through
manufacturing but through trade. The Russian economy is largely privatized;
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markets do exist within the country. Nevertheless, Russia is yet to become
either a modern market economy or a European-type consumer society.

Russian society therefore finds itself in a state of permanent transition;
at the same time, no one knows exactly where it is going or how fast society
is changing. Consequently, the question of Russia’s future remains open on
many issues. What can the current work provide to discussions about Russian
identity, norms, and attitudes in this uncertain period? Quantitative socio-
logical research can provide us with a snapshot of Russian society in the con-
temporary age.

First, it can show us how, amid the variegated processes associated with
Russia’s ongoing social, economic, and political transformations, Russian
society is transforming into a more complex organism: a proliferation of
social categories is now visible. Some of these groups will be more successful
than others in adapting to new social and economic challenges and increasing
their quality of life, while others will remain vulnerable.

Second, it can provide us with a picture of the prevalent attitudes and
norms held by these groups, individuals, and society as a whole in Russia
amid such transformations. It is our contention that such attitudes and norms
are not predetermined by a Russian cultural archetype. Instead, degrees of
both social consensus and disagreement can be witnessed in Russia’s post-
reform age.

Abundant empirical and quantitative figures provided here enable us to
present a series of indicators for determining contemporary Russian views
on a number of salient questions about the profound social, political, and
economic transformations associated with post-reform Russia. These can
contribute a more nuanced understanding to the more general qualitative
questions of Russian identity, norms, and attitudes. Relying on the results
of nationwide research conducted between 2001 and 2009 by the Institute
of Sociology, Russian Academy of Sciences (IS RAS),! this chapter seeks to

answer the following questions:

1. How does modern Russia really see itself?

»

With whom do its citizens most commonly identify themselves?
What do Russia’s current social structure and class model represent?
What does it mean to be a poor, low-income, or rich Russian?

G

What are the attitudes of Russians to private ownership and their
position regarding state intervention in the country’s economy?
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. Does Russia have a middle class and, if so, what is it like?

6

7. What are the social inequalities that most concern Russians?

8. What are their values in life?

9. How has the country’s political life changed over the past decade?

10. How do Russians view democracy?

11. What do they see as its shortcomings and what, in their opinions,
is needed to improve the workings of democratic institutions?

12. In the conditions Russia is in today, what are the reasons for the
evident decline in political engagement?

13. What are the specific foreign policy aspects of Russian identity?

There are no straightforward and simplistic associations between the
modernizing components of Russia’s transformation (broadly understood as
nascent capitalist and democratic institutions), the more conventionally Rus-
sian statist elements, and Russian norms. Survey data confirms a more com-
plex picture in which Russians increasingly accept some of these tendencies
while rejecting others. The real social processes and attitudes of post-reform
Russia suggest an open-ended state of “permanent transition” for Russia, in
which the future of democratic institutions remains uncertain. We endeavor
to display these in depth with quantitative figures and corresponding analysis.

The ongoing transformation entails a mixture of real social changes on the
one hand: for example, an emerging, dynamic middle class, whose attitudes
often resemble those of Western counterparts; the prevalence of vulnerable
and precarious groups who, in spite of seeing a quantitative increase in certain
material indicators, have not witnessed qualitative benefits—the attainment
of greater degrees of social stability. It entails aztitudinal changes: for example,
the acceptance of the normative aspects of democracy while displaying cyni-
cism to its accomplishments in practice—the acceptance of the inalienable
right to own property and increasing attribution of crises to foreign decisions.
It also entails zhe reproduction of attitudes and norms prevalent in previous eras:
for example, dissatisfaction with the inequities in income and property dis-
tribution, and the belief in the overarching role of the state in determining
economic priorities so as to ensure the interests of society as a whole.

It is in this light that the identity project associated with post-reform Rus-
sia may be understood. Appeals to a strong state and a great power resonate
with a Russian populace that had been accustomed to a period of anomie and
uncertainty during the 1990s, a period in which the very question of “What
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is Russia?” provided no simple answers. Rather than select elements to make
categorical statements about the suitability or unsuitability of the Russian
character to democratic and free-market transformations, we instead present
our data to answer the questions listed earlier. In so doing, we hope to capture
the complex nature of post-reform Russia as well as the persistent uncertain-
ties of its future. This is based not only on the aforementioned norms that are
perhaps peculiar to the Russian case, but also on the more tangible criteria of
the extent of Russian society’s dissatisfaction with the current system’s abil-
ity to improve standards of living. The challenges faced by Russia’s political
system in ameliorating social conditions amid the contemporary economic
crisis may tell us more about the future of democracy in Russia than appeals
to innate qualities of Russia’s identity.

Russia’s Identity Quest

Prior to providing our quantitative figures and corresponding analysis, we con-
sider the elusive nature of the Russian identity quest in the transitional age.
Studies on Russia’s identity quest, initiated in both Russia and the West, are
largely influenced by the eye of the beholder.? Assessments of Russia’s national
identity often vary considerably according to subjective elements and whether
the author is pessimistic or optimistic about Russia being able to successfully
endure and adapt during its prolonged period of transformation. It is our
intent to provide a portrayal of national consciousness, identity, and associated
values in Russia as being subject to the complex processes of social, economic,
and political transformation. Such a portrayal would emphasize the degree to
which individual and group responses may vary (e.g., according to different
socio-economic and age categories), as well as the prospect for broad degrees
of social cohesion with the reproduction of general norms. While noting the
potential for a reoccurrence of traditional values, such an analysis rejects time-
less archetypes and stereotypes of a Russian mentality. Instead, insofar as these
occur, they are subjected to sociological scrutiny.

It is important to stress that in the 1990s, Russians were confronted with
the need to redefine themselves within a nation rather than empire, and
within a transitional and unsettled political and economic structure. Presi-
dent Yeltsin’s initial strategy was to articulate a Russian national identity
through openly identifying himself and his economic policies with democ-
racy while negating the lingering presence of Soviet institutions.* And yet
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it was far from a foregone conclusion that a democratic and civic definition
of the Russian nation would emerge at that time. This was reflected in Rus-
sian intellectual debates, in which multiple conceptions of the Russian nation
were forwarded: a union identity, in which Russians are deemed as an impe-
rial people with the mission to create a supranational state; a nation of a//
eastern Slavs, who are united by common origin and culture; a language-based
definition of the Russian nation, in which all Russian speakers are deemed
part of the Russian nation irrespective of ethnic origin, a racia/ understanding
of the Russian nation; and a civic Russian (rossiiskaya) nation, the members
of which are all citizens of the Russian Federation, regardless of ethnic and
cultural background, united by loyalty to the newly emerging political insti-
tutions.* The period of stability witnessed in the past seven to eight years has
given an opportunity for this once-fledgling civic identity to emerge.

The general systemic crisis in the 1990s compromised the possibilities for
any consolidation of national identity around a liberal and democratic pole.
Both Russian and Western scholars have stressed the collapse of state institu-
tions and the general state of lawlessness in Russia in the transition period.* In
the absence of effective state institutions, a condition that in the minds of some
constituted a “privatization” of the state by narrow economic forces, the devel-
opment of social consensus and solidarity proved elusive.® To borrow a phrase
from David Lane, Russia’s early transitional, post-socialist political economy
may be considered as a “chaotic social formation,” wherein institutional coor-
dination, governing institutions, and social cohesiveness are lacking.”

Amid such a period of transition, systemic crisis, and uncertainty, it is
important to stress that new practices, norms, and consciousness—those that
comprise identity at both the macro and micro level—would take time to
become routine, habitual, and consonant with national political objectives.
The liberal economic transition initiated under Yeltsin could not initially be
met with a corresponding social consciousness to ensure its broad acceptance
and success.® Indeed, the profound impoverishment and anomie experienced
by much of the Russian population during “shock therapy” hardly provided
fertile ground upon which a positive social consensus could emerge.’

The transitional period in Russia involves both the formal rewriting of
rules in a political or social system as well as the processes of the transforma-
tion of social norms and attitudes. In other words, the normative and cogni-
tive aspects of the post-Soviet social order warrant as much consideration
as do formal institutional developments. Life had to be relearned. Some
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Western scholars have been eager to investigate the intricacies of the micro-
level sociological phenomena associated with the complexities of transitional
economics, including the challenges surrounding the internalization of fis-
cal responsibility in “autonomous, formally free and calculative actors,” or
the broader project of developing and institutionalizing the norms, values,
and knowledge consistent with the shift from planning to marketing." His-
torical institutionalist arguments also are helpful, introducing the prospect
for national variation in transitions, questioning the assumptions about the
applicability of liberal economic laws in the Russian case due to the propen-
sity for institutions to reproduce themselves.'

The reality of the need for profound social adaptation of Russian citi-
zens and corresponding developments in Russian society may be juxtaposed
against approaches that assert the timeless quality of the Russian identity.
The classic Western statement of Russian cultural path dependence empha-
sizes Russians’ preference for stability and centralization; their conservative
and risk-averse tendencies; their desire for order, security, and aversion to
chaos; and their overly pessimistic and cynical view of political man, among
other things.” Exemplifying this tradition, Richard Pipes uses survey data to
assert that Russians’ contemporary values reflect an inherently conservative
mind-set and above all a craving for stability and great power status. Such
a mentality influences a “flight from freedom” and imperils the chances for
democratic institutions in the country.’ These arguments proceed from the
position that there is something inherent in the Russian national character
inimical to the pursuit of democracy and associated norms and attitudes. Our
argument is that Russian attitudes will vary considerably on such questions,
particularly amid profound transitions. For example, “modernist” and “tradi-
tionalist” attitudes, both of which are discussed in greater detail later, may be
witnessed in significant numbers in contemporary Russian society.

Furthermore, that some Russians reject democratic processes is largely the
result of their views of how effective these are at solving social problems and
increasing their own personal well-being. Such variation does not preclude
the possibility, however, of a resurgence of traditional norms and attitudes
with respect to the role of the state. The relative prevalence or absence of
these attitudes and norms are best demonstrated by survey data and corre-
sponding analysis.

The Russian state would play a crucial role in the nation-building project
and the consolidation of Russian national identity. This trajectory in Russia’s
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transition was evident in the “Millennium Speech,” wherein Vladimir Putin
stipulated the need to reconcile Russian particularities and “traditional val-
ues”— patriotism (pride in Russia’s accomplishments as a great power), “stat-
ism,” and “social solidarity” —with “supranational universal values,” includ-
ing peace, security, a law-based society, and market relations.” Scholars have
noted Putin’s success in creating a Russian national identity in the process
that combines elements of the Soviet past as well as contemporary elements.
Putin is considered in the line of Russian liberal statists (gosudarstvenniki)
who presented a Russian identity that incorporated notions of a strong state,
“Great Power” Russia, order, and patriotism with liberal components. From
the onset of his first administration, Putin also pursued a corresponding for-
eign policy that insisted upon Russian autonomy and an integrative form of
patriotism predicated on Russian diversity and statism.' In this regard, he
has been successful in focusing on the public’s desire for stability and great
power status after the chaotic and distressing period of the 199os. The re-tra-
ditionalizing of Russian norms may be partly explained by these tendencies
witnessed throughout the Putin era. While this has provided some grounds
for social consensus, the prevailing attitudes are far more complex and must
be investigated within the context of the concrete social processes evident in
the post-reform age.

Ten Realities of Russia’s Post-Reform Transition
THE FIRST REALITY

Having overcome the systemic crisis of the 1990s, a crisis dangerous for its
ability to spread throughout and affect all aspects of society, Russia has, it
seems, emerged onto a consistent trajectory and course of development. This
is despite the world economic and financial crisis and, against that back-
ground, Russians’ clearly deteriorating assessments of their lives (as recorded
by sociologists at the beginning of 2009), the increasing numbers of Russians
experiencing anxiety and shame at the country’s current situation, who feel
they are helpless and unable to influence what is happening around them,
and who also regard the situation in the country as one of crisis (67 percent)
or catastrophe (14 percent). Regardless of such trends, Russia has generally
moved over the past twenty years of change, and in particular over the last ten
years, from a country of reform to one of post-reform, with relatively estab-
lished (and relatively consolidated) state, political, and social institutions.

The Sociology of Post-reform Russia 151



We should not deny the obvious problems: the Russian economy’s reli-
ance on raw materials; the way Russia ignores the needs of consumers; the
fact that its manufactured goods are extremely uncompetitive; the decline in
production during the current crisis, which was relatively large in comparison
with other national economies; those problems that limit Russia’s enormous
potential for influencing global economic processes; its weak democracy and
feeble civil society; negative democratic tendencies and “neo-Soviet” social
sectors; the existence of corruption leading to abuse of power; and, finally, the
lack of freedom and justice. The significance of all of this is acknowledged
today not just by scholars but also by the wider public and representatives of
political circles. Nevertheless, we see that modern Russia “is no longer the
semi-paralyzed semi-state it was ten years ago.”"

Following the logic of arguments by Kant and Hegel, it is necessary here
to differentiate what “should be” from what “is,” “what should be done,” and
“what is actually being done”—in other words, the ideal and reality, the real
practice of everyday relations. The latter is such that it allows the current
period of Russian history to be evaluated as one of the quietest and most
stable, inspiring certainty in the advantages of allowing reforms to evolve
gradually.

The clearest examples of the spiritual, moral, and psychological renewal
of Russian society are expressed in the results of an analysis of how Russians
see themselves. Recent research shows that currently most of the population
see themselves individually (the “I-identifier”) as first and foremost Rus-
sian or Russian citizens (almost 60 percent). Identification with a particular
locality or as the “representative of a specific nationality” lags far behind. We
would add to this that, as concerns the wider “we-identification,” more than
8o percent of the country’s population feel “part of the Russian community”
more or less frequently. These results indicate Russian’s society’s relatively
high—and growing —internal integration and even the possibility within the
foreseeable future of the formation of a civil nation within Russia.

Even in the early 1990s, many people did not understand what country
they were living in after the collapse of the USSR. To the question, “What is
Russia?” they could not give a clear answer. Now they can. From the point of
view of sociology and political analysis, one term for this would be “the res-
toration of a great power,” as we alluded to earlier. Another indicative—and
notable—result is the fact that in the time it has taken for the systemic cri-
sis to be overcome, there has been a radical rethinking of status among the
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population. The share of Russians who are satisfied with their social position
has begun to predominate over the share of those not satisfied with it by a
ratio of four to one. Today it is possible to contend that the social structure
of Russian society, determined on the basis of the public’s own assessments
of their place within society, is approaching the model typical of countries
enjoying stable development.

Sociological analysis shows that, over the past seven or eight years, the
changes in people’s own feelings about their positions in society have been
enormous. And what they demonstrate is a significant reduction in the num-
ber of those who regard themselves as “social outsiders” and, at the same time,
growth in the number of those who see themselves as middle class. This, of
course, reinforces Russian social stability. Beginning with 2001-02, the results
of monitoring research conducted by IS RAS show a gradual increase in those
with a positive outlook due to reduced social unease and an increase in the
level of adaptation by the population to conditions of social transformation.
This was reflected in the reduced numbers of extremely negative and worry-
ing assessments, not only of the overall conditions in the country but also of
people’s own daily lives, to the benefit of Russians’ certainty in their future.

THE SECOND REALITY

Crucially, qualitative characteristics and quantitative indicators used to
describe the profundity of the changes to social layering allow us to conclude
that over the reform years, a new social reality has come into being in Rus-
sian society. Specifically, research results show that, in post-reform Russian
society, ten social strata have replaced the Soviet Union’s working class, col-
lective farm workers, and national intelligentsia.'® They have their own long-
standing and unique interests, and the standard and quality of life of each is
radically different.

An obvious nuance of Russian society is that in current conditions, the
level of education or professional position held does not always determine
income level or social status. This forces Russian researchers to adopt dif-
ferent approaches to social stratification, one of which uses standard-
of-living criteria and was developed by the IS RAS. Using this approach,
society can be divided into different strata on the basis of criteria relating
to consumer opportunities, or the so-called standard of living index. This
takes into account the wide range not only of financial but also other eco-
nomic resources available to the public (in terms of personal property, where
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they live, etc.), and also the degree to which its members can afford to sat-
isfy their demands in non-product-linked areas (recreation, entertainment,
health care, personal development, communications, etc.). The basic theory
behind the construction of the index was the suggestion that the Russian
population is divided not just in terms of what families have but also what
they do not have. Thus, an examination of the real standard of living includes
not only an assessment of the prosperity level but also an assessment of the
level of deprivation —hardships suffered and constrictions vis-a-vis common
consumer benefits.!

Within the scope of the identified social stratification models, on the
basis of the approach described earlier, the first two bottom strata comprise
the sector of the population that falls below the poverty level, consisting of
16 percent of Russians. The third and fourth strata are composed of the low-
income population, in which two subgroups can be identified. The third stra-
tum is the first subgroup of those with limited, short-term income and covers
Russians on the borderline of poverty (16 percent). The country’s fourth stra-
tum is the second subgroup of those with low incomes. It covers that sector
of the Russian population living at what might be described as the “classic”
low-income level —for Russia, the most typical level, comprising more than a
quarter of the country’s population (27 percent). This sector of the population
can therefore be described as having low personal income.

The fifth to eighth strata, which include at least a third of the country’s
population, represent the middle layers of Russian society. Although there
are significant differences between them, they can be regarded as relatively
well-off in the general context of Russia. The same applies to those within
the ninth and tenth strata, relating, at least in terms of popular opinion, to the
category of the rich, but belonging, by the standards of leading Western coun-
tries, to the upper middle class (6 percent to 8 percent). Those within the fifth
to tenth strata together represent the well-off among the country’s population.

So, what is the outcome?

It turns out that at the beginning of 2009, 59 percent of the Russian pop-
ulation could be described using three standard-of-living measurements:
“below the poverty level,” “on the borderline of poverty,” and having “low-
income,” while 41 percent were classed as relatively well-off (see fig. 6.1).
The results obtained by sociologists are also confirmed by official data. Thus,
according to the Federal State Statistics Service, in the first quarter of 2009,
17.4 percent of Russians had incomes below the minimum subsistence level
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Figure 6.1 The different layers of Russian society (2009, %)

of Ruble 5,083 per person ($148.60%°) per month.?' This corresponds with the
16 percent of the population belonging to the two lowest strata of Russian
society, below the poverty level. Moreover, the minimum wage at the time
was fixed at RUB 4,330 ($126.60), or 78 percent of the minimum subsistence
level for the working-age population. Despite the clear upward trend in the
average monthly wage level (as of September 2009, it came to RUB 18,702
[$606.20%] and exceeded the September 2008 level by 4.9 percent), actual
disposable income (income after deduction of mandatory payments, adjusted
by the consumer price index) was 1.1 percent lower in January and September
2009 than in the same period in 2008.

THE THIRD REALITY

Among all social problems evident in Russian society today, of greatest con-
cern are those of the poorest groups among the population. Moreover, a par-
ticular worry is not so much the number of the poor but rather the reasons for
their descent into poverty. This is an indicator of both the inadequacy of state
social policy and the unhealthy employment situation.
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Figure 6.2 Distribution of poor among age groups in different location categories (2006, %)

From a sociological perspective, what are these problems?

First of all are the nuances of Russian poverty that relate to where people
live and with their ages (see fig. 6.2), with each category having its own “set of
risks.”

Russian poverty is made up of specific features that together comprise an
overall picture. The attributes are as follows: First, up to 40 percent of the
Russian poor come from groups in the over-sixty age group. Second, pov-
erty is concentrated in the Russian “periphery” (small towns and villages);
in major cities 11 percent to 13 percent of residents are extremely poor, but
in small towns and villages real poverty affects 20 percent to 30 percent of
the population. As it pertains to age and location, however, the situation is
reversed for those at risk of poverty (who constitutero percent to 15 percent
of the population): the young and those in early middle age (under forty)
account for more than one-third of the at-risk group. Moreover, the larger
the location, the higher its share of those at risk (for example, in large cit-
ies, the share of those under forty who are “at risk” of poverty is 54 percent of
respondents). Among the first to fall into the poverty trap are those with low
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THOSE ON THOSE ON

SOCIAL/PROFESSIONAL THE VERGE OF LOW THE
GROUPS THE POOR POVERTY INCOMES WELL-OFF
1. Entrepreneurs and o 2 2 4

the self-employed
2. Managers at all levels o 3 4 10

3. Qualified specialists/profession- 13 20 22 30
als (including the officer class)

4. Office workers 10 9 1 n

5. Shop workers and those working 14 22 17 12
in the field of consumer services

6. Factory workers and laborers 63 44 44 33
6.1 Highly skilled workers il 14 15 17
6.2 Skilled workers 36 24 24 13
6.3 Semi-skilled and 16 7 5 4

unskilled workers

Table 6.1 Social and professional make-up of different social strata (2008, % among them who work)

levels of education and qualifications. One in four of the poor did not finish
school and only one in ten has a higher-education diploma.

The social and professional structure of the working population falling
below the poverty level has a series of specific features (see table 6.1).

For example, very few of these workers are qualified specialists or profes-
sionals, and a significant majority are workers in jobs requiring few quali-
fications. There is also a relatively high risk of poverty among lower-level
workers in the service and retail sectors. Thus, it would be wrong to pre-
tend that poverty affects only those among the Russian population who are
unemployed or unable to earn an adequate level of income because of their
age (pensioners) or ill-health (the disabled) and those in villages. Poverty has
affected many working Russians, albeit to varying degrees, regardless of their
age and place of residence. Thus, Russia faces “working poverty.”

No less significant, and a phenomenon that has arisen in recent years, is
the way the problem of poverty has become one of an “underclass,” that of
social exclusion and the formation within Russian society of a subculture of
the poor, which has a particularly negative effect on young people. This trend
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Figure 6.3 Assessment by members of different social strata of how their lives will progress in the future
(2008, %)

is all the more dangerous because the poor themselves do not see any way out
of their predicament (see fig. 6.3).

The poor, particularly those who have become destitute, suffer not only
from a lack of money but also from an inability to meet their own most basic
human needs—adequate food, clothing, and housing. Moreover, research
shows that the poor lose hope and resign themselves to living without many
of the essentials they can no longer afford.

THE FOURTH REALITY

The existence in the country of a great many people on low incomes, a signif-
icant number of whom are on the borderline of poverty, is a serious challenge
to national social and economic policy. In conditions of slower economic
growth, these people could easily slide into poverty because they have no
reserves—i.e., sufficient (material or financial) resources that they could sell
in order to compensate for any unexpected deterioration in their situation,
such as a decline in the health of the main breadwinner. Table 6.2 provides a
breakdown of average monthly incomes among different strata.
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THOSE ON RELATIVELY
LOW INCOMES, WELL-OFF
INCLUDING THOSE SECTIONS
ON THE VERGE OF THE
THE POOR OF POVERTY POPULATION
Monthly average 4,449 5,789 10,279
per person
($154%) ($201) ($357)
Personal income 5,338 7,624 13,005
(wages, pension
entitlement, etc.) ($185) ($265) ($452)
%1 US dollar = RUR 28.80

Table 6.2 Average monthly incomes per family member at different levels of Russian society (2008, in RUR
and USD)

However, the main differences between these groups’ economic situations
are less evident at the income level than in terms of living standards and qual-
ity of life. The first measure of this is the level of material prosperity, which
is extremely modest among these sectors of the population. For example, 45
percent of Russians on the borderline of poverty have no meaningful real
estate beyond the apartment or house they live in; among the rest of the low-
income population, 40 percent have no real estate other than their apart-
ments; only 2 percent of those on the borderline of poverty and 7 percent of
other low-income groups have an apartment, a car, and a dacha, the items
that denote a relatively high standard of living in Russia; one in five of those
on the borderline of poverty and 9 percent of those on low incomes have nei-
ther housing nor a car nor a dacha.

In terms of the living conditions of those on low incomes, 15 percent don't
have their own separate housing but live in hostels and rented or commu-
nal apartments. A third of those in these sectors of society have restricted
or no access to utilities (central heating, electricity, plumbing, and a bath or
shower). Furthermore, 50 percent of Russians on low incomes live in hous-
ing that is below the accepted social minimum size of eighteen square
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THOSE ON THE THOSE WITH LOW
VERGE OF POVERTY PERSONAL INCOME
2003 2008 2003 2008
Apartment or house 69 74 75 85
Dacha or kitchen 23 15 31 21
garden with house
Kitchen garden 23 n 20 1
with no house
Land 12 1 13 13
Livestock 10 5 o 6
Garage or reserved 18 3 26 15
place in a parking lot

Table 6.3 Property owned by Russians on low incomes and those on the verge of poverty (2003/2008, %)

meters (174 sq. ft.) per person. These people’s conditions are made worse
because they have gradually had to dip into their reserves, selling what prop-
erty they previously had—dachas, plots of land, garages, reserved spots in
parking lots—for the sake of maintaining their current standard of living (see
table 6.3).

Whatever income they do earn has noticeably increased over the last six
years (the same also being true of other sectors of the population). But despite
the growth in income, a large proportion (43 percent) of low-income Russians
believe their situation has remained unchanged over the last six years. A further
40 percent insist that it has improved. (However, the proportion of those con-
vinced of data is but a fraction of that among the better-off sectors of the popu-
lation.) Seventeen percent of those on low incomes (the overwhelming majority
of whom belong to the oldest age groups) are sure that their situation has dete-
riorated over the past five years.

A certain increase in income, more positive assessments of specific
aspects of their own lives, and an increase in the number owning durable
goods indicate significant guantitative changes over recent years in the lives
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Figure 6.4 Achievements by low-income Russians and those on the verge of poverty, 2006—08 (%)

of low-income Russians. But how do things stand in regard to qualitative
changes? The data we have obtained confirms that three-quarters of those on
the borderline of poverty and more than half of low-income Russians have
been unable to achieve any significant qualitative changes in their lives over
recent years (see fig. 6.4).

It is clear that the material circumstances of low-income Russians have
generally improved, but the change has not improved the quality of their lives
as a whole. Thus, the condition of these sectors of the population remains at
a level no higher than “relatively stable survival.” This suggests that any prog-
ress in the state of low-income sectors of the population is inconsistent. On
the one hand, their incomes have gone up, as has their access to the cheap-
est durable goods. On the other hand, the level of ownership of genuinely
valuable real estate (at least by their standards) has fallen. By any genuinely
meaningful standard-of-living parameters, their situation over recent years
has indeed deteriorated.

In addition, low-income Russians use paid amenities relatively rarely—i.e.,
they do not invest in themselves or their children, and over recent years their
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Figure 6.5 Education levels among different social sectors (2008, %)

use of such amenities has declined even further. This is a severe impediment
to improving employment opportunities and life skills. The relatively low use
of paid amenities by low-income Russians can be explained by the fact that
they are in the worst position at the outset: they grow up in families with
little education, largely in small towns and villages. As a result, their educa-
tion level is lower than that of better-off sectors of the population (see fig.
6.5). And even when their education level is, objectively speaking, equal, they
have fewer life skills—a most important resource, helping those who have
them gain relative success.

Socially and professionally, the low-income sectors of the population in
Russia today are quite disparate. Thus, 44 percent of those on low incomes
are workers, two-thirds of whom should be treated as having only very basic
or intermediate qualifications. About a quarter of those in this sector are
highly qualified, while the rest work in retail or the service sectors. A feature
of most of the manufacturing positions occupied by low-income Russians is
their instability. Almost a third of rank-and-file workers in retail and services a
re worried about losing their employment as a result of stiff competition for
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the jobs they occupy, caused, among other things, by intensive migration into
a country with a large unskilled workforce.

Among the working population, 67 percent of those with low personal
incomes and 75 percent of those on the borderline of poverty are concen-
trated in small towns and villages, despite the fact that only 6o percent of the
working population live in small towns and villages. Thus, those in Russia
on low incomes are today concentrated not so much in social sectors distin-
guished by the level of their qualifications as in the Russian provinces, with
their narrow and depressed labor markets in which people are forced to agree
to whatever work and wage is offered and where there is, as yet, no significant
demand for skilled workers.

A large proportion of low-income city-dwellers are able to “keep their
heads above water” and not slide into poverty thanks to their having second
occupations. However, were there to be any recurrence of economic crisis, they
could end up on the borderline of poverty or poor (as happened with the last
crisis). This is an indication of the lack of stability among the population, even
in major and medium-sized towns and cities.

Among other factors leading to low-income levels, socio-demographic
inequality plays a major role, and this has further increased its influence over
the last six years. Such inequalities are primarily associated with age (the older
a sector of the Russian population is, the larger its share of poor and those on
low incomes) and health (any deterioration of which leads to an increased
risk of falling into poverty or the low-income bracket). It is therefore not
surprising that the most vulnerable group among the Russian population is
pensioners, half of whom fall into the low-income bracket and a further 30
percent of whom are poor (see fig. 6.6).

Apart from people’s individual characteristics such as age or state of
health, their family status also influences the risk of their falling into poverty
or the low-income bracket. Financial problems are most easily resolved by
those who are not married and who, as a rule, have none of the burdens asso-
ciated with dependants.

Another important risk factor for those on low incomes concerns the
nature of regional socio-economic development. Whereas regions classed as
“zones of economic growth” have a higher proportion of the relatively afflu-
ent among their population, others are divided into two groups. The first is
identifiable by its high proportion of people on low incomes; the second by its
high proportion of the poor. Evidently, social policies adopted by the regions
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Figure 6.6 Different social sectors divided into pensioners and non-pensioners (2003/2008, %)

to solve problems of poverty and low incomes vary in degrees of effectiveness,
and this can affect the social structure of those regions.

Overall, many social groups are underprivileged as an indirect result of the
institutional conditions of Russians’ lives, as well as of mistakes in health care
reform and pension-fund policy. Inadequate provision for the elderly and
restrictions on certain population groups’ access to the employment market
as a whole, and certain sectors in particular, are reflections of these mistakes.

THE FIFTH REALITY

A large middle class has developed in Russia over the reform years, which,
though similar to the general population in terms of its principal features,
places particular emphasis on achievement. This means that all resources are
devoted to continuing professional development, leading ultimately to pro-
fessional success. Sociologically speaking, the modern Russian middle class is
made up of those who have been able to adapt successfully to the new social
reality, are rightly proud of this, and, unlike the lower classes, feel in charge of
their own destinies.
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The four main approaches used to distinguish the middle class are:

1. 'The marketing approach, which considers the middle class as that large
social grouping characterized primarily by a relatively high standard of
living and level of consumption, whose members are distinguished by
the level of their per capita income and/or existence of a certain range
of valuable assets.

2. The subjective approach, which emphasizes how individual mem-
bers see themselves and assess their social status. According to this
approach, nearly 48 percent of Russian citizens identify themselves as
middle class.

3. The resource-based approach, which takes into account not only mov-
able and immovable property but also details of the volume, type, and
structure of the assets (or resources) the middle class has at its disposal.
It also considers their life skills and the nature of their employment
(whether they are blue- or white-collar workers).

4. The integrated approach, the most common approach in both Russia
and the world in general, is based on the indicators listed above (pro-
tessional characteristics, education, property, and income levels and
how they see themselves).

However, there is no consensus in Russia on just how this group of indi-
cators should be applied in any definition of the middle class. Consequently,
the use of different methods and indicators to define the middle class gives
rise to a tenfold variation in the numbers of the middle class in contemporary
Russian society—from 2.1 percent® to about a fifth of the population.?*

Taking into account the nature of social and professional status (white-
collar employment criteria), education (having at least a secondary-school
vocational education), level of affluence (average per capita incomes no lower
than the median for that class of population or the number of those owning
durable goods valued no lower than the median value for the population as a
whole), and how people see themselves (people’s own integrated assessment of
their social position on a scale of one to ten of from five upwards), we can see that
by the end of 2008 no less than 30 percent of the population was middle class.

In the pre-crisis period, the middle class expanded rapidly thanks to its
borderline members (those who met all but one of the criteria for member-
ship of the middle class). Despite the numbers of borderline members of the
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Figure 6.7 Criteria that representatives of the border-line middle class “did not meet” (2003/2008, %)

middle class (reflected in fig. 6.7), unless Russian society is modernized, the
scope for any further increase in this social grouping is limited in practical
terms, and its numbers in the next few years will vary between 30 percent and
35 percent of the country’s working population. Moreover, the trend toward
middle-class expansion was also disrupted by the 2009 crisis. Judging by the
results of research, by spring 2009 the overall numbers of the middle class
as a share of the population had declined from a third to a quarter (26 per-
cent) and the share of middle-class members of the working population had
declined from more than 40 percent to 30 percent.

Research shows that the Russian middle class’s standard of living is rela-
tively modest (see table 6.4), which casts doubt on its ability to resolve its
immediate social problems on its own (acquisition of housing, covering
increased costs of housing and public utilities, payment for health care and
education, etc.) when such problems occur all at once.

In terms of property ownership, the middle class differs from other large
sectors of the Russian population (see fig. 6.8), although the difference is
more quantitative than qualitative and not particularly great.
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earning per capita
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%1 US dollar = RUR 28.80

Table 6.4 Monthly incomes within the Russian middle classes calculated per family member (2009,
in RUR and USD)
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Figure 6.8 Property owned by the middle class and other sections of the population (2006, %)



As far as possession of durable goods is concerned, the difference between
the real standard of living of the middle class and that of the rest of the popu-
lation is very obvious.

In terms of household goods, the main difference between the middle
class’s standard of living and that of other population sectors is the enormous
number of hi-tech goods owned by the middle class—computers, video cam-
eras, and digital equipment. This is true regardless of age: even among those
aged fifty-one to sixty, more than half have a home computer, whereas only
15 percent of Russians in this age group who are not middle class have a com-
puter at home.

A major feature of everyday middle-class behavior that distinguishes it
from the rest of the Russian population is the active use of paid amenities.
Given that paid education, health care and medical, and other services are
essentially an investment in the development of human potential and life
skills, we can say that the middle class actively invests in itself and its chil-
dren. This is reflected in the different opportunities those in the Russian
middle class have in life, which suggests that they have realistic chances of
improving their lives. Thus, if one looks at how real achievements in differ-
ent areas of activity vary between different population groups for the period
2006—08, the middle class’s typically positive assessment (in 2008) of its pres-
ent and future turn out to be fully justified (see fig. 6.9).

Overall, 28 percent of the middle class have been unable to achieve any of
the items listed in fig. 6.9, whereas for the rest of the population it is 67 per-
cent. Thus, there is a positive dynamic typical of the middle class that mani-
fests itself in concrete and tangible ways, while most of those in other social
classes are unable to improve their lives in this way. The Russian middle class
stands out from the rest of the population by its living standards, and this
difference is reflected in the level of demand among members of different
social classes.

IS RAS’s numerous sociological measurements show that the middle class
does not act as one. On top of the differences within the middle class itself, there
also are significant differences between the cities and the provinces, such that Mos-
cow, for example, is closer to Western capitals in terms of its standard of living,
employment structure, and mentality. There also have been significant changes in
recent years in the social and professional makeup of the Russian middle class.
Some of these changes are associated with the general growth in the Russian econ-
omy and the corresponding expansion of the middle class, while others concern a
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Figure 6.9 Share of those who in 2006-08 were able to make significant improvements to their lives of
one kind or another, divided by social group (% of those among them making these improvements)

change of situation on the employment market, allowing public-sector workers to
improve their situations relatively quickly. Others still are linked to the growth in
importance of professional practices and ability, regardless of position held.?s

Many Russians are prepared to adopt a broad-minded approach to “the
wealthy,” considered here not the elite of society—from whom most are far
removed and who are more readily associated with the terms “power” (v/ast) and
“riches”—but, rather, the upper middle class, who most Russians think of as being
securely provided for in material terms. Results of research indicate that Rus-
sians’ images of the rich are of someone with a per capita monthly income of
about $3,000—$4,000 in the provinces and $5,000 in Moscow and St. Peters-
burg. At first glance, the low threshold of the definition of “rich” may be sur-
prising. One should not forget, though, that the income level at which wealth
begins, the decisive influence on Russians’ perceptions is their own, extremely
unenviable, material position. The rich are, in modern Russia, made up primar-
ily of relatively young entrepreneurs. Whereas the average age of the middle class is
forty-two, the average age of the rich is thirty-three.

As the rich themselves would agree, the main differences between their
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lives and the lives of all other sectors of society are a much higher standard
of living, the ability to acquire a good education, the spending of holidays
abroad, the availability to them of high-quality medical services, and the
ability their children have to achieve a great deal more in life than others
their age.

THE SIXTH REALITY

Russians’ greatest dissatisfaction is caused by the extreme inequality in the
distribution of property and income. Moreover, it is not only their personal
interests that determine people’s position on the question of the fairness of
one or the other inequality, but also general ideas of social justice as being a
social and cultural norm, typifying Russian society at the current stage of its
development. The public response to social inequality in Russia today stems
from Russians’ basic moral and social outlook. Concretely, this is manifested
as discontentment with the social and economic conditions laid down in Rus-
sia over the reform years, including how property and income are distributed
(see fig. 6.10). Moreover, individual-level protests spread to the macro level,
mutating from individuals’ dissatisfaction with their own positions to general
dissatisfaction with the new social system as a whole.

Next in the scale of injustices comes inequality in the field of medical care,
which only 33 percent of Russians consider to be fair. Russians regard the
remaining inequalities as legitimate. These relate to inequality in the pension
level taking previous salary into account, inequality in living standards, and
inequality in the ability to give one’s children a better education. Thus, one
can conclude that Russians are relatively tolerant of most “day-to-day” social
inequalities, with the exception of inequalities in the provision of medical care.

Does this mean that Russian citizens are committed opponents of pri-
vate ownership? No, not at all. Suffice it to say that around go percent of
Russians agree that private ownership should be an inalienable right for
everyone. The problem is not one of Russians’ negative attitudes about pri-
vate ownership in general, but about the legitimacy of how it is distributed
throughout society when all the national wealth created through the labor
of many generations and the country’s “God-given” natural resources have,
literally overnight, been concentrated in the hands of a small group of large
property-owners.

Research has shown that property is one of the most important aspects
of social inequality in Russians’ everyday lives. About 60 percent of the
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Figure 6.10 Russians’ ideas of fairness (2008, %)

country’s population have neither property—apart from the housing they live
in (which in most cases is of very poor quality) —nor savings. Half of them
have debts of one sort or another. At the same time, the social inequalities
existing in post-reform Russian society cannot be reduced merely to inequal-
ity of income. Rather, they are apparent in the varying quality of different
aspects of life: differing positions from a social, psychological, and health
point of view, as well as the availability of both opportunities and ways of
adapting to the new system.

The results of research in 2009 suggest that 18 percent of Russians believe
their lives are going well, 12 percent that they are going badly, and 70 percent
deem their lives “satisfactory.” Thus, Russians’ positive assessments of their
lives currently outweigh negative assessments. However, compared with 2008
these assessments are considerably worse. A year ago, 30 percent of the popu-
lation thought their lives were going well and only 7 percent thought they
were going badly. In the period from 1994 to 2000, negative evaluations of
their lives exceeded positive evaluations. In 2001 this relationship changed,
and over the years since then the share of positive evaluations has exceeded
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the negative. However, it is likely that the negative trend that appeared in
2009 under the influence of the crisis will persist.

THE SEVENTH REALITY

Despite the radical nature of the social and economic changes that have
occurred in the country, the socio-cultural stereotypes that determine Rus-
sian citizens’ overall consciousness are evolving relatively smoothly, while
Russian society continues to pass on its basic values.

IS RAS research indicates that attitudes about the meaning of life preva-
lent in the general consciousness show the typical Russian to be someone
prepared for unexpected developments, well able to adapt, inclined to act
autonomously and to regard the purpose of life less as the accrual of material
comforts as the attempt to live as he or she pleases, deriving maximum moral
satisfaction in the process. It is no coincidence that two-thirds of the Russian
population define freedom as the ability to take control of their own lives.

For Russians, family is the most important aspect of their lives (see table
6.5). What is more, family has enormous significance for all population
groups, irrespective of worldview, age, or income.

In post-reform Russia those with traditional, paternalist views coexist
with those for whom ideas of personal responsibility, initiative, and personal
freedom take precedence—i.e., those with a modernist outlook. There is also
a third sector of the population, which can be described as representing an
“interim” state of mind, combining elements of traditionalism and modern-
ism. In recent years, the number of modernists has slightly fallen while that
of traditionalists has grown; the frequency of those with an “interim” outlook
has remained virtually unchanged (see fig. 6.11). This trend has affected all
age groups—even those under twenty-five (where the percentage of mod-
ernists has fallen from 37 percent to 27 percent compared with 2004, and the
percentage of traditionalists has grown from 29 percent to 39 percent).

What do these results indicate? It would seem that despite the influence
of transition processes, traditional values are reestablishing their influence
over society. Thus, the values and ideas that are crucial to the Russian men-
tality continue to demonstrate remarkable resilience.

The worldview of each group leads to a particular set of social ideals. Par-
ticularly interesting in this respect are the largely polarized positions of the
modernists and traditionalists. These groups have profound disagreements
over the country’s history, which era they would like to live in, the nature of
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FAMILY 91 8 1 o
FRIENDS 58 35 7 o
FREE TIME 46 40 12 1
POLITICS 10 26 46 18
WORK 64 28 5 2
RELIGION 18 36 32 13

Table 6.5 Russians’ opinions on the importance to them of certain aspects of their social and personal
lives (2007, %)

B traditionalists [l “interim” category modernists

2008 20
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Figure 6.11  Russians divided into categories by world view (2004/2008, %)




reforms, which social forces enable development and which prevent it, and,
most importantly, the place of an all-powerful state and the freedom of the
individual. Whereas modernists place importance on personal freedom and
accept the Western model of development, along with its values, as perfectly
applicable to Russia, traditionalists as well as those in the interim group deem
this unacceptable. Instead, they favor Russia’s traditional, state-led model of
development based on an all-powerful state, which serves primarily as an
expression of common interests and aims at protecting both the individual
citizen and society as a whole.

Furthermore, the Soviet paradigm, which was disrupted in the first half
of the 1990s, demonstrates surprising resilience in the contemporary period.
Consequently, despite existing variations in the ways different generations
and regions experienced Russian history, the overwhelming majority of Rus-
sians continue to regard the events and achievements of the Soviet era as
major sources of national pride, ruling out any possibility of Russian society
being divided in terms of its values.

THE EIGHTH REALITY

The past twenty years of modern Russian history have been marked by pro-
found changes in the country’s political life. But despite the extent of these
changes, post-communist Russia can still be described as a society “in transi-
tion,” the prospects for the democratic evolution of which are by no means
certain. Among the main obstacles to the development of democracy in Rus-
sia, the finger is pointed not only at the country’s leaders but also at society
itself, which has apparently been disappointed in democracy. Research over
recent years by a number of different sociological centers indicates that the
situation concerning democracy in Russia and its acceptance by the country’s
population is not as straightforward, unequivocal, or hopeless as is sometimes
imagined.

First of all, it should be remembered that Russians have no particular
problem understanding what does and does not constitute democracy. This
understanding was established as early as Gorbachev’s “perestroika” period
and, overall, differs little from how the world in general understands democ-
racy. A significant number of Russians adhere to many democratic values and
institutions: the electability of those in authority; freedom of speech and of
the press; freedom of movement, including freedom to travel abroad; and
freedom of enterprise. What’s more, Russian attitudes toward these values
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and institutions have remained largely unchanged over the last ten years
(table 6.6).

Rather more complicated are Russian attitudes toward the party system—
only just over a third of those asked (36 percent) acknowledge its importance,
while 43 percent believe they can do without it. Fundamental to the current
social condition are, so Russians believe, those criteria and elements that
make an efficient democratic system possible. These include the equality of
all before the law; an independent judiciary and political pluralism,; free elec-
tions, including the election of heads of state; and no excessive social or prop-
erty divide. Moreover, the results of IS RAS research indicate that over the
past decade social and political practice has, to an extent, changed Russians’
ideas regarding the importance of the various components of democracy.

Throughout the period, the legal basis of democratic government and
an independent judiciary remained extremely topical, and their importance
even grew over these years. On the other hand, other items have become less
topical. These are, primarily, freedom of the press and the ability to voice
one’s political opinions freely. While accepting that elections are relevant as
an essential instrument to legitimize those in power, noticeably fewer respon-
dents suggest they find it difficult to envisage democracy without political
competition or the presence of an opposition. This is a particularly worrying
symptom, evidence of certain “backward trends,” including some the public
is conscious of —the preservation of formal elections procedures but with less
freedom to represent alternative points of view in the press and with political
parties not being given equal treatment.

It is a sociological point of principle that Russians clearly distinguish nor-
mative ideas on democracy (how and what it should be) from what is actu-
ally happening in Russia. The main claim against the version of democracy
being implemented in Russia is its lack of effectiveness—above all as con-
cerns those institutions whose function it is to express and protect the pub-
lic’s interests. Research has exposed a paradox—it is those very institutions
that by their nature and purpose should “play on society’s side,” so to speak,
and express and represent people’s interests that enjoy less support than the
authorities, including the siloviki. As is clear from the data set out below (see
fig. 6.12), Russians are least of all inclined to trust political parties, the judi-
cial system, the militia (police), trade unions, the State Duma (lower house
of parliament), the press—both in printed and electronic form—and social
services. Only human rights, women’s, war veterans’, and environmental
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1997 2000 2003 2007

MULTI-PARTY SYSTEM

Important 39 26 29 36
Not important 36 50 50 43
Not sure 25 24 21 21

THE EXISTENCE OF REPRESENTATIVE AUTHORITIES
(THE FEDERATION COUNCIL, STATE DUMA ETC.)

Important 50 39 50 50
Not important 20 33 25 28
Not sure 30 29 26 22

FREEDOM OF ENTERPRISE

Important 63 57 62 58
Not important 16 22 19 23
Not sure 22 21 19 19

FREEDOM OF SPEECH AND OF THE PRESS

Important 86 77 75 70
Not important 5 10 12 17
Not sure 9 13 14 13

FREEDOM TO TRAVEL ABROAD

Important 68 52 56 60
Not important 17 30 30 25
Not sure 15 18 15 15

ELECTABILITY OF AUTHORITIES

Important 76 64 77 70
Not important 9 15 10 15
Not sure 15 21 13 15

Table 6.6 Russian citizens’ ideas of what is important and what is not important to them in modern
Russian society (%; one answer was permitted for each item)
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organizations and the church enjoy public support. The highest degree of
trust is in the “power vertical”—the president, government, and regional gov-
ernors, together with the FSB and army.

When we talk of the effectiveness of democracy, it is important not just
to measure it as an institution but also a reflection of the level of public trust
in the authorities and social institutions. This is a much wider phenomenon
with many more variables: the nature of the political regime, the influence
democratic institutions have over politics, the dynamics of growth and qual-
ity of life, the level of social protection given to those in employment, the
extent of corruption, genuine guarantees of human rights and civil liberties,
and the like. Together, these have long been relatively successfully identi-
fied within public opinion as “the workings of democracy.” Most Russians
(72 percent) are not satisfied with how democracy works, while those who
are satisfied represent a mere 28 percent. The successful sector of society,
those for whom things are going well, are most satisfied with the way Russia’s
model of democracy works.

It is clear that we are seeing that stable democracy cannot exist without
a level of economic development that permits a level of prosperity, which
most people regard as acceptable. At the same time, it would not be right to
say that Russians regard democracy exclusively through the “prism of their
purse.” They simply want a government that calls itself democratic to do all
it can to “fulfill” its democratic reforms by resolving key social problems. And
since this is not done in all of the places all of the time, it is hardly surprising
that a significant number of Russian citizens refuse to call the transformation
taking place here democratic. Only 5 percent of those asked believe that over
the last fifteen years a democracy that fully meets their conceptions of what
it should be has grown up in Russia. Twenty-nine percent of Russians believe
that despite serious costs, Russian democracy is nevertheless close to being
optimal. However, 43 percent are convinced that Russia today is as far away
from democracy as it was in the time of the Soviet Union (see fig. 6.13).

The young, active sector of the population that represents the backbone of
the group described as “modernist” agrees more frequently than others with
the point of view that “Russia is already a democratic country” or “on the way
there.” The opposite view is more frequently held by elderly Russians and by
those living in the Russian provinces—i.e., by those generally described as
traditionalists. But both groups are relatively restrained in their assessments
and judgments of the type of democracy achievable for Russia.
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Figure 6.13 The opinion of Russian citizens on how far Russia has progressed over the years since the
collapse of the USSR in terms of building democracy (2007, %; one answer only was permitted)

The research results indicate that the Russian perception of the normative
model of democracy and its basic values differs little from what is the case
in so-called developed democracies. At the same time, the positive attitude
to the values of democracy is generally mixed with skepticism regarding its
practical potential. This in turn means that democratic values do not yet affect
the behavior and attitudes of the majority of the population. Many Russians,
while acknowledging the priority and relevance of such values, also believe
that in the conditions affecting Russia today, such values can for various rea-
sons be ignored in order to allow people to achieve their aims in life or adapt
to the new order. Russian democracy is thus implemented primarily as a “nor-
mative model” but does not expand into a “democracy of participation,” while
most of the public continue to regard it with “well-meaning skepticism.”?

In Russia, there is an ingrained opinion that social and political participa-
tion is of little use. Over the last two decades, an entire generation has grown
up that expects nothing from the authorities or from social institutions, pre-
ferring to take care of themselves. Generally, they channel their energy into
fields far removed from politics. Since 2001 the share of Russians taking an

The Sociology of Post-reform Russia 179



B follow political events and leaders closely

—@— follow political events and leaders from time to tme

60 —
ﬁ‘f not interested in politics
50 + 46 46
44
.\:/.—.
40 T
32
30 1+ o
25
22
20- 4+ 26 23
21
7
10 + t +

1994 2001 2004 2008

Figure 6.14 Are Russians interested in politics? (1994—2008, %)

active interest in politics has fallen (see fig. 6.14). Most Russian citizens take
an interest in politics from time to time, mainly upon the occurrence of sig-
nificant events in the life of the country.

Research results suggest that on this issue, the main difference is age:
the younger the respondent, the less frequently he or she takes an interest in
political events.

The evident decline in political engagement over the last ten years is
objectively predetermined by a whole series of reasons and circumstances
associated both with the authorities and with the evolution of Russian society
itself. The latter has ceased to require that its citizens be proactive within the
community or that professional success be conditional upon their participa-
tion in the life of the community. Consequently, the overwhelming major-
ity of Russians make the “sensible choice”: if social or political engagement
brings no direct material or career advantages and no social advancement,
people will channel their energies into other fields—work, education, fam-
ily, children, their close circles, creativity, religion, leisure activities, and so
forth. Russians now have private lives and the freedom to choose whether to

180 Gorshkov



participate or not. Judging by the current level of political engagement, many
have taken full advantage of the right of nonparticipation.

Russians believe that the best policy in life is the organization of social
and economic niches within their own immediate circles—niches in which
people feel at home. In other words, the emphasis is on themselves or their
close circles—family, friends, work mates, etc.—whereas the relationship
between the state and society is increasingly along the lines of “you leave us
alone and we’ll leave you alone.”

THE NINTH REALITY

One of the most important objects of public attention for Russians—in a
sense indicative of the way they perceive the world —is the place and role of
the state in the economy and society. Russians mainly support state domina-
tion of the economy and administration of property.

Does this mean that a majority of the population advocates re-national-
ization of absolutely everything and in particular a transition to a planned
economy? Again, no, not so.

According to the results of IS RAS research, this is, first of all, because
Russians have no objection to a market economy as such, although most of
them reject the particular model that currently exists in Russia. This is not
only because they themselves have lost out in the process of its establishment
but also because, as far as they are concerned, it damages the interests of the
state and society as a whole.

Second, despite the fact that Russians believe that all strategic sectors (the
electricity energy, mining industry, transport, etc.) should be state-run, there
is a series of nonstrategic sectors, particularly associated with everyday con-
sumer items, in which most people would allow a mixed economy to prevail.
This includes the construction and maintenance of housing, the media, road
building, the financial sector, telecommunications, and the food industry.
Although Russians do not allow the private sector to dominate any field, even
the older generation prefers to see a mixed economy in Russia where the state
sector co-exists with the private sector in a series of nonstrategic fields under
overall state control, with the state having to align private-sector interests
with the interests of the state as a whole. This means that most Russians
expect the government to implement a model of state capitalism appropriate
for an economically developed country.
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THE TENTH REALITY

Typical of the national consciousness in post-reform Russia is a sharp increase
in the specific weight that public opinion gives to assessing the direction of
foreign policy. The Russian public’s attention to international events and
processes affecting Russia’s interests now almost matches that usually given
to events and processes within the domestic arena.

In terms of sociological interpretation, it is worth noting how rare it is
for the population to be almost as interested in the foreign-policy aspects
of governmental activity as it is in its domestic policy. There are reasons for
this. By the mid 1990s, many Russians had gradually become convinced that
however tempting the Western approach to development (which Russia had
already had a taste of), it was not acceptable to Russia. Consequently, Rus-
sian society’s cultural and historical uniqueness began to be interpreted as
an immutable fundamental value. Under the new paradigm, the relation-
ship between “us” and “them” began to be reassessed, including in terms of
the state’s foreign-policy aims. This mentality has been reinforced by recent
events. For example, a nationwide poll by IS RAS in September 2008 on the
subject of “Phobias and threats in the Russian popular consciousness” showed
that the reaction of Western countries to Russia’s response to Georgia’s attack
on South Ossetia only reinforced the Russian public’s anti-Western stance.?”

We see that the West appears in various incarnations within the Russian
consciousness. These alternate depending on the specific context. In terms
of the main subject of international relations, it is represented by various
political, military/political, and economic structures, the most problematic
of which for Russians is NATO, the Russian public’s attitude to which has
been persistently negative for some years. Thus, according to these polls, the
very word “NATO” arouses negative emotions among almost 8o percent of
those questioned. Similarly, in the public consciousness, a stream of negative
associations also accompanies the image of the United States and American
politics. Whereas in 1995 more than 77 percent of respondents were favor-
ably disposed to any reference to the United States, by the beginning of the
twenty-first century that share had fallen to 37 percent, and after the five-day
war in the Caucasus (in August 2008) the level of Russian sympathy toward
any reference to the United States dropped to 14 percent.

When explaining Russian public opinion on Russia’s place in the world,
we cannot ignore the question of the public attitude toward the various

182  Gorshkov



processes that dictate how the modern world operates. Here it is worth not-
ing that Russian attitudes toward various transnational structures are very
cautious. For example, on the question of their attitude toward the IMF and
the WTO, Russians were virtually evenly divided (50 percent to 52 percent
gave them a positive assessment overall, while 46 percent to 47 percent were
put off by them). The word “globalization” currently carries predominantly
negative associations (in the case of 58 percent of respondents, it arouses neg-
ative feelings and only 40 percent view it positively), while “anti-globalists”
have the sympathies of virtually two-thirds of the Russian public.

What do Russians think of the prospects for Russian integration into the
EU? In 2002, the number of “Euro-optimists” linking Russia’s future with its
entry into a united Europe noticeably exceeded the number who saw no par-
ticular point in this (the “Euroskeptics”) by 42 percent to 30 percent. By the
beginning of 2009, it was an entirely different picture: opponents of union
with the European Union made up 50 percent while only 30 percent of Rus-
sians were Euro-optimists.

Does this data mean that most Russians are outspoken adversaries of any
rapprochement between Russia and Europe? No, not at all. This is not so
even where Russian popular psychology and culture, as well as the specific
foreign-policy situation, impose a whole series of limitations on any rap-
prochement. Unlike any other aspect of foreign policy, greater integration
with Europe would not subject Russian society to any unwelcome psycho-
logical tensions and would not provoke any significant religious differences.
Figuratively speaking, the implementation of a sensible policy of rapproche-
ment with Europe would not require Russians to compromise themselves.
And that in itself is quite important. Ultimately, the European way can be
accepted by all the mainstream social-democrat groups and sectors of the
population with no particular internal resistance (though with certain pro-
visos). Of course, this would be subject to the condition that a movement in
this direction would not cause Russians any obvious or painful disappoint-
ment, which depends not just on Russia but on its partners.

Conclusions: The Next Stage in Russia’s Transition

Analysis of the dynamics of the public national consciousness shows that
post-reform Russia is not only on its feet but indeed capable of self-deter-
mination and self-affirmation. Over the past seven or eight years, Russia has
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succeeded in taking control of itself and has turned into a country with an
independent destiny and its own plans for the future.

Of course, there is still a significant amount of work to do to construct a
new, free, thriving, strong Russia. The possibilities for improving the social
situation are today determined both by the current financial and economic cri-
sis—which, at the end of 2008/beginning of 2009, evolved from being a virtual
crisis, manifest in people’s moods, of concern and even panic—to a real crisis.
The overwhelming majority of the population have begun to feel its negative
effects to varying degrees, whether directly (through the loss of jobs or reduced
salaries) or indirectly (price hikes, particularly on imports). A particular type
of at-risk group has come into being, making up about 15 percent of Russians,
whose losses from the crisis are, according to their own estimates, extremely
substantial.

Against this background, the public attitude to the surrounding social
reality is changing. Instead of confidence that Russia is a successful coun-
try with a lengthy period of gradual economic and social development ahead
of it and increasing prosperity among the population, there is a feeling of
uncertainty. Nonetheless, stability is maintained amid conditions of crisis, as
only about a quarter of Russians attribute responsibility for the crisis to the
government and other authorities. Most of those questioned thought that
the main reason for the crisis was the economic policies of leading Western
countries, primarily the United States.

Overall, those Russians questioned did not anticipate any serious political
upheavals, revolutions, or even significant changes to those in government as
a result of the crisis. In their opinion, it was fairly likely there would be mass
social protests demanding changes in economic policy. However, only 5 per-
cent of the population were definitely prepared to participate in such acts of
protest, which is little different from the pre-crisis period. This is due to the
lack of any political culture of protest and ineffective trade unions, which are
fearful of relinquishing even those few guarantees of which the population
is assured.

Most Russians believe the crisis will be relatively long term, possibly last-
ing for two or three years. They are not yet prepared, however, to make radical
changes to their lives, to retrain, or to move from their homes. As a result of
the economic crisis, the ratings of those at the top of the government began
to fall, particularly compared with when they enjoyed greatest support—in
spring/summer 2008. The drop in ratings has been gradual and spread evenly
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across virtually all social and age groups. The “power duumvirate” of Putin-
Medvedev has not yet elicited great opposition or charges of ineffectiveness.
The main political victims of the crisis are the regional and local authorities.
As the elections held in a number of regions at the beginning of March 2009
showed, there is obvious dissatisfaction in the country with the acting heads
of municipalities, and the elections themselves were more fiercely contested
than in the recent past.

The crisis has not increased the level of trust in political parties, including

the opposition. This means that the transformation of the political system is
more likely to be linked to the political resuscitation of other social institu-
tions, perhaps the trade unions or municipalities, while the party system as it
exists now remains relatively unchanged.
The crisis has shown not only the potential for political stability but also the
inertia within Russian society and the economy, the inability to adopt and
follow imaginative decisions, change economic policy, or construct new social
mechanisms. This creates the risk of certain features of the crisis stagnating
in the medium to long term and gradually turning an economic crisis into a
systemic crisis of government.

Evidently, the way out of this situation should not just be an economic
one, envisaging an “intelligent” solution, capable of producing proprietary
knowledge, importing the newest technology, and results of innovatory eco-
nomic activity, but also modernization of the social system as a whole. This
would, albeit gradually, resolve many of the most difficult questions—includ-
ing such as how to withstand the global crisis and the challenges of competi-
tion, modernize the army, and govern a country that is both enormous and
complicated in its national and cultural makeup. In the process, the country’s
democratic institutions would be strengthened and its stability ensured.
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CHAPTER SEVEN

Elites: The Choice for Modernization

Leonid Grigoriev
Translated by Siriol Hugh-Jones

Every country—Russia is no exception—“acquires” a new functioning elite—
be it political, financial, or intellectual—as a result of revolution or a
change of regime. The old elite may lose control and depart or, with luck,
may merge into the new formation of social strata existing in that particu-
lar country. The composition and structure of elites are country-specific
and reflect that country’s history. The removal of the old power elite—
particularly the Communist elite—has been no easy matter. In Russia, transi-
tion has been extremely complicated, primarily because the change of power
elites occurred within a superpower during peace time."

In this chapter, we concentrate on a few important issues of the theory and
practice in the transformation of elites. In the case of Russia, we are dealing
with a country that has changed its political elite twice within three genera-
tions.? The tsarist political elite’s inability at the beginning of the twentieth
century to adapt to transformation, to reach a timely accommodation with
the new bourgeoisie, or to implement “perestroika” within the conditions
of a severe external conflict proved P. N. Durnovo’s woeful prediction that,
“Russia will be flung into hopeless anarchy, the outcome of which cannot be
foreseen.” We proceed from the assumption that until the Russian Revolu-
tion of 1917, the protracted coexistence (since 1861) of the feudal political elite
and the business elite remained an obstacle to modernization through peace-
ful regional development. The pre-revolutionary political and financial elites
were destroyed in 1917—22 and again during the Stalinist repressions of the
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1930s. Subsequently, the intellectual elite was replenished, but it again suffered
heavy losses during World War IT and as a result of the economic emigration of
the 1990s.

Who is this chapter about? Who makes up the Russian elite?

Regarding Russia’s elites, we can begin with O. V. Gaman-Golutvina’s
clear categorization of four basic elite groups: political, economic, intellec-
tual, and professional. She defines them as the economic elite, which includes
“those who own or control the largest volume of economic resources”; the
intellectual elite, who “dictate society’s ‘spiritual’ agenda”; and the profes-
sional elite, which “covers all those who have reached the top of their field of
professional activity.”* I would like to propose a different approach, by which
the professional elite will be included as part of the intellectual elite, and we
will add (for historical reasons) the crucially important military and Ortho-
dox Church elites. Thus we set out the following categorization:

The political elite is the country’s leadership of the government and the
main ministries, including those of the security forces and law enforce-
ment; the leading parties; the upper part of the state business sector; the
regional authorities; and a few from official and unofficial think tanks,
including part of the government’s public relations machine. Most politi-
cal analysts would probably agree that the political elite is made up of
Kremlin figures (including the executive), key members of the govern-
ment and of the Duma, key figures from political parties and some public
organizations, key figures in security, plus regional governors.

The business elite comprise the principal owners and top management of
Russian big business (including its foreign and mixed Russian-foreign ele-
ments) in both the nonfinancial and financial sectors. In terms of their
actual economic power, they are able to influence not just economic but
political decisions. Quantitative analysis in this case is more complicated:
it is not quite clear who is inside Russia and who is outside. Huge amounts
of capital are hidden in all sorts of foreign funds. In 2009 there were sixty-
two billionaires in Russia, as well as other nouveaux riches and top man-
agers, together making up a business elite of between one thousand and
two thousand.

The military elite are the generals of the armed forces and the heads of
key enterprises within the military-industrial complex. According to the
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Ministry of Defense’s Web site, in 2006 the Russian military included
twelve hundred generals of varying ranks.

The religious elite is mostly the senior leadership of the Russian Orthodox
Church, but also the top people of the organizations of the other major
faiths. We are not familiar with Islamic structures in Russia. The site of
the Moscow Patriarchy lists 161 important figures within the Orthodox
Church, including 118 bishops and archbishops.

The intellectual elite is a combination of the “branch” elites, including
leaders within the professions as well as recognized leaders in the sciences,
arts, and the media—somewhat broader than the definition of Gaman-
Golutvina: “Intellectual Elite is formatting the philosophic (‘soul’) agenda
of the society.”

Normally students of a country’s politics and history want to know the
size of its elite, who is influential, and preferably their names. Here, we adopt
a general approach that should be verified against special studies (which are
now extremely rare). There has been an attempt to build a special Web site
(www.viperson.ru) dedicated to numbering the VIPs in Russia. The site cur-
rently lists nearly five thousand people.

Another problem is the fact that we would underline the quite sub-
stantial difference between the elite and the “inner circle” of each coun-
try’s decision makers, and this is especially relevant in the case of Rus-
sia. The less mature democracies may also have a less developed political
elite than that of the established democratic societies. There is a huge
difference between the groups in power and the groups whose inter-
ests must be taken into account. Each specific elite may have fac-
tions, different interests, or positions on major issues such as property
rights, the military, or legal reform. In other words, the Russian elite is
fairly fragmented.

Elites— Emerging from the Lather of Transformation

The first issue (particularly important for Russia) is the origin of the elite ata
time when society is undergoing radical transformation. Most of the literature
focuses on the old, long-established elites. They can be regarded as the nor-
mative elite on the grounds of longevity and their capacity for self-renewal.
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The transformational process at the end of the twentieth/beginning of the
twenty-first centuries entails the collapse of old elites and the formation of
new ones. Of course, for a new power elite the immediate problem is one of
legitimacy, the search for “roots” (including ancestors— the nobility, academ-
ics, generals, etc., ideally “pre-1917”) to justify inclusion in the elite and the
attempt to create systems of power retention. The struggle within the elite
ultimately reveals the group (or clan) that develops the dominant paradigm
and is able to impose this on all the others. Those who achieve this ultimately
become the permanent elite. They govern the country and own the property.
Gradually, they acquire the nature of a normative, traditional elite, providing,
of course, that they are able to fulfill the strategic functions of protecting and
promoting the national interests. If we adopt Yuri Levada’s definition, then
the new elite possesses a “unique resource” —through force, it endeavors to
realize its cultural potential for the creation and upkeep of “symbolic struc-
tures”; it also tries to shore up its position and ensure its self-renewal from
one generation to the next.’ The second and third steps toward self-affir-
mation are complicated and require time, effective action, and interaction
with other social forces. In cases of dramatic, profound social transformation,
the new elite is all the more likely to face a prolonged period of struggle for
acceptance of its dominant role.

We are dealing not with an isolated process of transformation of an elite
or elites but with the transformation of the whole of society. The ranks of the
middle class and the elite are undergoing changes that, though simultane-
ous, are not identical. The old elites are disappearing and new elites appear-
ing, though the process by which this occurs varies from one elite to another.
The formation of a middle class in the transition from a planned to a market
economy does not occur in a vacuum, but emerges from what is left of those
old social strata that can be regarded as the “proto” middle class. We need to
distinguish between the structure of society as a whole and the position of
the elite vis-a-vis a strong middle class in developed democracies or a weak
middle class, as in Latin America. When transformation occurs, the question
of social inequality and the approach to income distribution offer two com-
pletely different environments for the formation or positioning of the new
elite. In the former COMECON countries of Central Europe, the middle
class has developed fairly quickly over the past two decades, while in Russia it
has lagged behind. This makes the conditions in which new elites are formed
and operate materially different. In most cases, including in Russia, we also
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have to take into account a most important factor—that of the additional
layer of regional elites, with their substantial interests.

Not to be forgotten is the external factor in elite formation—influence
from abroad, particularly where the interests of particular elites are trans-
lated into “the national interest.” The new elite will naturally seek acceptance
from its peers, both at home and abroad. Domestically, the position of the
middle class vis-a-vis the elites and the poor is difficult in general, let alone in
the case of serious inequality and conflict with the underprivileged or where
there is a clear socio-economic crisis. Rifts between elites and between the
elite and the bulk of the middle classes are what cause revolutions. Where the
new elite takes over as the ruling class, there is an assumption that they and
their interests are compatible with the interests of the middle class, includ-
ing where the elite’s interest and style of behavior vis-a-vis their middle class
counterparts (the officer classes, the clergy, and the intelligentsia) is con-
cerned.

As far as the new composition of elites is concerned, we can generally see
that elements of the old Soviet elites have a tendency to survive. This is most
evident in the political and military elites, not only in terms of personnel but
also in the imitation of statist approaches (table 7.1). The church elite remain
basically the same as they were. The business elite are naturally being pulled
in opposite directions as their self-interest encounters the growing role of the
state in the economy (particularly in light of the recession of 2008-09). The
intellectual elite is also torn between its traditional independence and depen-
dence on public funding.

In the case of Russia, it is not just the Soviet political elite that needs to be
borne in mind. Just as the societies of Central and Eastern Europe remember,
so too should we remember the lost political and (much-prized) intellectual
elite of the old Russia. Some of the Russian Empire’s intellectual and even its
military elite accepted the 1917 revolution and ended up on the opposite side
of the barricades from the “White” political elite and the fragile business elite.
Later, they all succumbed to the Stalinist terror. The political and business
elite emigrated (some of the latter taking their financial assets with them), as
did members of the army. The church elite and clergy (the middle class) were
unable to leave their congregations and endured the most terrible persecution.
The split in the Russian Orthodox Church was overcome only in the twenty-
first century, and the merger of the two parts of this elite will clearly take
some time. At the beginning of the twentieth century, the new anti-elite came
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RELATIONSHIP

ORIGINS WITH THE
WITHIN WORLD PRE- RELATIONSHIP SEARCH FOR
SOVIET TRANSFOR- WITH THE BELIEFS AND
SOCIETY MATION WORLD NOW PROBLEMS
POLITICAL Second tier Domestic Initial respect Russia as a
isolation inside  and recognition  great power
“socialist camp”
CHURCH Traditional Conflict Unique Stability of the
church and
its role
MILITARY Tradition Conflict Danger of Risks
losing status encirclement
in the world and falling behind
NEW FINANCIAL From the The virtual Integration Recognition
“proto” middle underground in the world via overseas
of commerce assets
THE LEADING Dependence Isolation and Emigration Hope of
RANKS OF THE on the state prestige thanks to the recapturing
TECHNICAL loss of working  status
INTELLIGENTSIA conditions
ARTS Difficult history ~ Moderate Attempt to Finding
INTELLIGENTSIA liberalism integrate themselves
again
OLD INDUSTRY Directors Isolation Offshore Income from

privatisation

Table 7.1

Origins of the elite and their relationship with the outside world (before and after 1991 collapse)




from “the bottom” and destroyed its political and ideological adversaries: the
nobility, the bourgeoisie, the army, and the church. It did not hold back and,
influenced by ideological paranoia, largely destroyed (or exiled) the intellec-
tual elite, including even natural scientists and technical experts: the heaviest
blow was delivered to the ranks of the middle class who had suffered losses
during World War I and the Russian Civil War (as did the nation as a whole,
of course) and who had played a huge part in the run-up to the revolution.

The repressions of the 1920s and 1930s exposed the internal clan wars of
the new elite itself, with the destruction of part of this new elite. The winning
clan imposed modernization by force, at unthinkable human cost (largely to
the new middle class). In fact, the change of elite and jockeying for position
within it continued until 1956 or even 1964, when Khrushchev was pushed out.
The purges of 1930—53 prevented the formation and consolidation of a stable
elite and made it harder for elite positions to be passed down within families.
In the 1950s and 1960s, the cessation of mass repressions and the considerable
stability of the regime after World War II had two important consequences.
First, the rules for recruitment of the nomenklatura were finally laid down,
based on the renewal of the political elite, without further repressions (and
with the army and “authorities” being subject to party control). Second, in
practice, there was a convenient compromise between the political and intel-
lectual elite, with the situation being divided into an emphasis on natural
sciences (while maintaining ideological “correctness”) and the domination of
the party ideology in social sciences, despite covert intellectual opposition.
Subject to certain provisos, one could say that the Soviet political elite main-
tained a “stable regime” for less than forty years—from 1953 to the beginning
of the 1990s.

The sector of the intellectual elite that we refer to as the “science and
technology elite” easily survived the disappearance of communist ideology,
but two decades of transformation and crisis with no financing of essential
scientific and defense projects have severely weakened it. Its privileged posi-
tion in Soviet society (just behind the political and military elites) has been
threatened. For understandable reasons, the arts and social sciences are rather
more difficult to transform. The renewal of these elites must occur eventually,
even if under a completely different regime and with some resultant loss of
specialist knowledge.

Contemporary Russia is emerging from two decades of transition in
which it has undergone three transformations—from a planned to a market
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economy, from the Soviet system to democracy, and from the USSR to the
Russian Federation. The process is ongoing. During the transformation at the
beginning of the 1990s, the replacement of the nomenklatura with the new
elites followed several courses. Ultimately, the Russian power elite represents
a complicated conglomeration of members of the old Soviet elite, regional
elites, and the new bourgeoisie, the latter having the most disparate origins.
To the formation of the new power elite they have brought their experience
and customs, from both the Soviet period and the difficult struggle for power
and ownership in the 1990s.

An analysis of the process of mutual infiltration and gradual “accommoda-
tion” between the strata of the power and business elites is beyond the scope
of this chapter. The period when the post-privatization oligarchs dominated
the politics of the second half of the 1990s, and the “revenge” of the political
elite at the beginning of the first decade of the twenty-first century, gave rise
to a complicated process of struggle over modernization programs, and their
lack of conclusion and compromise thus far is reminiscent of the early twen-
tieth century As Olga Kryshtanovskaya emphasizes, a most important part in
the formation of the financial elite was played by the old elite’s own, perfectly
natural, program of adapting to the new conditions by privatizing assets to
suit their own interests. She has shown that in many cases the old nomen-
klatura used the more versatile, younger generation (the “Komsomol” mem-
bers) as their “authorized representatives” during privatization.” The old elite,
along with the directors of Soviet enterprises and new businessmen, were to
an extent able to join both the country’s new political and the business elite.
The old “senior” elite were confined to acting as “hidden stakeholders” via
the next generation of “future nomenklatura” and, to an extent, via relatives
and clans, including regional clans. Voucher privatization presented ample
opportunities for directors to turn their management into rights of owner-
ship (sometimes via offshore companies). Where levels of property owner-
ship were highest, the right to dispose of and use assets was secured through
the right of possession. The deliberate relaxation of procedural requirements
and of owners’ qualifications (for the sake of speeding up the process and
making it politically irreversible) opened up the possibility for anyone to own
property—from simple entrepreneurs to illegal “underground” commercial
traders. The privatization scheme essentially enabled ownership of assets to
be concentrated and excluded the bulk of the middle class from becoming
shareholders and property owners. This seriously weakened the position of
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the intelligentsia in the future transformation of society. In turn, the public
perception of this privatization as having very little legitimacy also weakened
the position of large-scale private business vis-a-vis the state bureaucracy.®

The crisis in the Soviet economic and political system freed some of the
intellectual elite from the domination of party ideology, gave national proto-
elites a sense of opportunity, and caused a rift within the nomenklatura (party
elite) over how to adapt to the altered situation. The transformation process
reflected Russia’s preexisting problems, in particular the opposition between
two models of modernization—the bureaucratic and the intellectual. The
absence of consensus over how to transform society at the end of the 1980s
led to the stripping away of the elite’s traditional control over the middle
strata of society, who saw no prospect of a way out of the socio-economic
crisis. The old elite was bankrupted by its failure to lead the country (soci-
ety) effectively in conditions of global competition and to maintain inter-
nal unity or achieve compromise in order to contain socio-political risks and
thus ensure its own survival. Even within families, the renewal of the political
elite was rendered extremely difficult, for specific reasons: the violence of the
struggle kept pushing its members (the active party members) to make the
eminently sensible decision to transfer their children out of harm’s way to the
intellectual elite (i.e., to positions where they received nomenklatura income
without taking political risks). But this gave the new Soviet politicians ample
room for growth. It was only through transformation and privatization that
elements of the political elite acquired (with varying degrees of success) the
opportunity to “retreat” to the business elite.

The old nomenklatura retreated much more easily and with less resis-
tance than many observers expected after the August 1991 putsch. No small
part was played by the rift within the nomenklatura, some of whom had
supported transformation and won the battle to enter the new elite. Soci-
ety was spared an extended civil conflict with uncertain consequences.” But
they thereby preserved better opportunities for their own integration into a
post-transformation society. Of less concern is the problem of the threat of
“communist revenge,” which was actively discussed throughout the 199os.
Property ownership has been undergoing rapid transformation, and the old
elite have found channels of integration into the market economy, in particu-
lar via the second echelon of the young Soviet nomenklatura “in waiting.”
The professional elites adapted relatively easily and the church began to plan
its revival.
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Those politicians who found themselves at the helm after the change of
regime faced an unprecedented economic crisis, the disintegration of the
country into fifteen sovereign parts and the need to resolve the problems of
transition. The crisis decade of the 199os was largely responsible for the loss
of that bedrock of transformation, the middle class, some of whom emigrated
while others were reduced to poverty. The middle class’s new businessmen
had to find their feet against the backdrop of a 43 percent fall in the country’s
GDP. Initially, the legitimacy of the new political and financial elite looked
perfectly valid compared to the collapses of the Soviet period, but it was soon
called into question. An important part of this process was the distorted
nature of privatization and the segregation of the financial oligarchy, together
with the mass distribution of voucher shares. From a quasi-egalitarian Soviet
society, citizens instantly found themselves in a society with an Anglo-Saxon
income distribution and the wealth distribution of Latin America. A small
but very new wealthy elite and the impoverishment of the educated popula-
tion are conditions that make the formation of a stable society difficult. And
the formation of the character and structure of the elite erred, like the social
structure as a whole, toward Latin America rather than Europe.

In these conditions, the measure of the elite’s success was the surmounting
of the economic crisis and the country’s ability to reclaim its status as a great
power. Economic growth between 2000 and 2008 provided a basis for suc-
cess both for the population at large and some among the elites. The power
groups of the 199os and the financial elite were, for one reason or another,
unable to demonstrate comparable success. For the middle and lower classes,
the immediate results of market transformation are associated primarily with
the crisis and a highly controversial privatization. However, the restoration of
GDP volume and stable growth in real consumer income of 11 percent a year
from 2000 to 2008 are serious indicators of success for the incumbent political
elite, which, of course, demanded greater influence in economic management.

The Russian power and financial elites have survived the shock of trans-
formation and the crisis of transition. They are new, and seek acceptance and
stability at home and abroad. They have not yet demonstrated either a capac-
ity for self-renewal or the ability to resolve national issues. The restoration
of growth and the achievement of stabilization (based on oil revenues) was
an unconditional success, but primarily for President V. V. Putin personally
and the bureaucracy, rather than for the elites in the broad sense of the word.
The success of the current modernization of society, the government, and the
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economy within the democratic process will be the criterion for the success and
viability of the new power force (the silovniki), changing the configuration of
the political and business elite. We note that in Russia’s case, one must always
take into account the country’s self-perception as a natural “great power.”
Unlike many countries undergoing transformation, Russia is unique in that
its new political and financial elite judge it by the standards of great powers
and tie themselves to a promise to Russian society of modernization match-
ing that status—indeed a heavy burden and enormous responsibility! Such
a program requires unity among the elites and between elites and society—
particularly with the middle class—in relation to the aims and methods of
modernization.

The Structure of the Elite

The issue of the makeup and behavior of the elites is widely discussed in the
literature of political analysis—and of course, generally in the context of the
political elite and at times its interaction with the financial elite.’® The finan-
cial elite and its role are widely discussed in a series of economic statements
or discourses—from control over the economy and society to questions of
corporate control and inheritance tax, social equality, and privatization.

The discussion continues in academic literature as to what is the correct
approach to the elite—“normative” (the “real” elite) or “functional” (i.e., those
who carry out the functions of the elite and aspire to become the “normative”
elite)." Any elite that bases its position and claims on traditions and quali-
ties needs to have a certain history of successful service of its country, society,
and people. We agree with V. Ledyaev that “today the structural or functional
approach has essentially become widely accepted (‘mainstream’) in political
science and there seems little prospect of political scientists being ‘re-educated’
into understanding the elite otherwise. The convention which has grown up is
relatively durable and works explicitly against normative approaches.”

Of course, we sympathize with all those who would like to see in the Rus-
sian elite (whether political or not) a fully commendable, normative elite. For
example, M. Afanasiev, in his critique of the contemporary Russian political
elite, provided this emotional definition: “the legitimate elite is nothing other
than a by-product of adherence to general rules.”® This reflects the intelli-
gentsia’s disappointed hopes of decent behavior by the political and financial
elites within the bounds of middle-class morality.
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Russia has had its oligarchy period, but the financial crisis of 1998 and the
advent of the political elite removed big business’s virtually total control over
the government. To many observers this elite has been unable to demonstrate
the necessary responsibility and concern for the country’s development.

We see the particular difficulty for the elite of a new state and society
(after an extremely difficult social revolution) of immediately acquiring
normative status, respect, and traditional acceptance. This is usually pos-
sible where there have been revolutions of liberation or where certain large
national issues have been resolved by social revolution; even in those cases,
it is achievable only for a small group and is rarely quick or immediately
stable. Moreover, the difficulty of achieving the superior status of a “genu-
ine elite” relates to Russia’s rather unsuccessful and, in many respects, pain-
ful transformation, both in the 199os and the first decade of the twenty-
first century.

The assortment of elite factions may, to a degree, reflect both the coun-
try’s idiosyncrasies and the composition of the middle class.'* We are dealing
here primarily with a more exact separation of the political and intellectual
elite from the professional elite. And this of course means we are dealing
with the army and the church. Professional elites as a phenomenon are, again,
beyond the focus of this chapter, although their mutual relations with the
corresponding ranks of the middle class may be important for the study of
society’s transformation. We suggest that the elite is unable to “lose touch”
with society as a whole —however great its importance and power—but has
relatively important ties with other social strata that not only have to accept it
but support it. As is evident from the experience of pre-revolutionary Russia,
a rift between the political elite and the intellectual ranks of the middle class
can be extremely dangerous to social stability and to the elite itself. In fact,
what we have before us is a kind of social matrix in which the perspectives of
the elite and the corresponding ranks of the middle class more or less inter-
relate, although, of course, the elites use their own methods and means to
influence the whole of society.

When discussing the Russian elite we have to consider the age factor. The
ranks of political elites who come to power with their leader are almost all
around fifty or older. In the case of Russia, it is important that those under
fifteen never lived in the USSR and that in the course of a generation, the
post-transformation generations will be the age of the junior elite. Today’s
political elite has pretty much reached the age of forty-five to sixty. But that
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SENIOR PARLIAMEN- GOVERN- REGIONAL OVERALL

LEADERSHIP  TARY ELITE MENT ELITE BY TEAM
Brezhnev's team 61.8 41.9 61.0 59.0 55.9
Gorbachev's team 54.0 44.0 56.2 52.0 51.6
Yeltsin's team 53.1 46.5 52.0 49.0 50.2
Putin’s team 52.0 48.9% 48.9 53.6 50.9

Research data from the RAS Institute of Sociology’s department for the study of the elite, 1989-2001. Each elite team (that of
Brezhnev, Gorbachey, Yeltsin, and Putin) was examined during the second year its leader was in power. (* Kommersant-vlast,

January 25, 2000.)

Table 7.2 Average age of elite groups (yrs)

does not mean that it has ample time to implement its program, particularly
as the business elite as a whole is younger still.

The way to the top of the business elite is now closed following the end
of privatization and given the huge challenges to the growth of private enter-
prise in Russia. The exceptions are bureaucrats in state companies (as in the
“French approach”) and corporate raiders, who invade private business by any
means, even force. It is highly likely that the country will continue to be gov-
erned by the current power elite, just as it is influenced by the church and
military elites, for a prolonged period. The difference in the intellectual elite
is that the struggle for the “Soviet inheritance” continues and, with the excep-
tion of the media, it is not yet clear how in fact the old normative elite and
the new functioning elite will combine to create a really high-class, genuine,
intellectual elite of the future. Attempts by the power elite to create its own
integrated intellectual elite could be successful, but this will depend on its
potential for social innovation and political and intellectual freedom. There
can either be an obedient nonelite or a free elite—historically, the choice is
limited but clear (table 7.2).
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The tentative conclusions regarding the origins of the Russian elites are
relatively straightforward. The political elite has largely emerged from the
second and third tiers of Soviet society. But at the beginning of the twenty-
first century, it was increasingly replenished specifically from the intelligence
and security services. This largely determines its mentality, regardless of cur-
rent political opinions. In the post-reform Russia of 1990—2000, there was
no blanket ban on political activity by the core group of Communist Party
members, unlike in some Central European countries. To a degree, this
allowed the old elite to regenerate itself, with generational adjustments. This
was largely as a result of the particular type of political transformation that
occurred under Boris Yeltsin, whose power group included a series of factions
from the old bureaucratic and regional elites, which dominated behind the
facade of the liberal intelligentsia.

By the first decade of the twenty-first century, the political elite had
already significantly reinforced its position among the middle class by mak-
ing large-scale additions to the ranks of the bureaucracy. Given the political
leaders’ high levels of popularity, continued economic recovery, and demon-
strable foreign-policy successes, the elite as a whole have gained domestic
legitimacy. Recognition from abroad is more difficult to come by but here,
too, great-power status, a nuclear arsenal, and energy resources certainly help.
The outside world has no choice but to recognize the political elite of a great
power, whatever its colors. Opportunities to replace an elite are few and far
between, and extremely difficult to exploit. The “color revolutions” did not,
after all, extend beyond a few relatively small countries but were regarded, by
the elites of many other countries, as a real threat. The question of whether
such a revolution could happen in Russia was at least discussed: “The tech-
nology of ‘velvet revolutions,” developed in the 1980s in the course of genuine
revolutions in Eastern Europe, was cloned in the twenty-first century for the
needs of regime changes which left virtually untouched the social makeup
and the group of world powers steering regime change.”®

In Russia, all professional elites from the sciences and public life can
be included within one or other subdivision of the intellectual elite, just as
groups from the different fields of the middle-class intelligentsia may be
combined into one elite body. But this is where two important exceptions
arise that require separate treatment—the army and the church. The enor-
mous historical importance of these two organizations; their complicated
internal structures, traditions, social influence, independent hierarchies, and

204 Grigoriev



methods of selecting the acting elite; a certain independence from other fac-
tions of the elite; and their own traditional agendas—these are all sufficient
grounds for setting them apart, in Russia at least, from the political, financial,
and intellectual elites. At the same time, we regard the intelligence services,
and in particular counterintelligence and the police, as being more on the
side of the state and the administrative apparatus.

The Russian Orthodox Church has, virtually alone among the coun-
try’s institutions, preserved its elite through the post-Soviet transition. Its
adaptability allows its elite to concentrate on the country’s domestic issues,
on adapting to the twenty-first century, and on the core historical tasks of
consolidating its role in society, relations with the Vatican, and counteracting
break-away divisions of the church, particularly in Ukraine.

The Russian army is gradually recovering from the crisis of the 1990s
and the psychological aftermath of the first Chechen war. There have been
some signs of recovery, particularly since the conflict of August 2008 in South
Ossetia. Psychological stability depends on the country’s financial poten-
tial. The change of professional elite is, in this case, an important part of
the revival of the army’s traditional place in society. The Russian Federation’s
military spending is, objectively speaking, relatively low, military reform is
far from complete, and problems remain critical. But defending the country’s
borders and interests make the military elite and the defense industry (with
its multibillion-dollar exports) part of that segment of the political elite that
aims to reinforce the state and prioritize its needs. Of course, the army has
an interest in research and innovation, but they are used to it coming from
“closed” state institutes, not from small hi-tech companies. Only these two
elites—the army and the church—have no need of domestic or foreign legiti-
macy: it has either been preserved or basically restored.

The position of the intellectual elite remains the most problematic. It is
not united and the interests of its component parts remain diverse. The return
to state financing has reinvigorated certain segments of the old elite, par-
ticularly those connected with the natural sciences (and part of the military-
industrial complex). In these circumstances, the desire to consolidate the role
of the state reduces the scope for individual, modernizing initiatives. Other
complications leave the arts and social sciences elite in a state of unrest. In
the sphere of economics, there is not the faintest glimmer of any consolida-
tion of theories and economic policy. The latter remains an area of pragmatic
decisions. The possibility is beginning to emerge of funding serious research,
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but generally within academic structures and a few universities. Here the
question of the elite remains open. As we reach the twentieth anniversary of
the beginning of the transition period, there are growing disputes about the
country’s future path. This places serious obstacles in the way of any consoli-
dation of opinion and the selection of a normative elite. In this vital sphere,
there is an important bridge between the intellectual and the business elites:
overall, the new market economists have greater faith in the potential for
business to modernize the country.

Russia’s business and financial elites have been well researched by
O. Kryshtanovskaya, Y. Pappe, and others.® The definitions of the Russian
business elite are relatively close to Wright Mills’s definition cited above, but
with one important amendment: W.Mills argues that the elite are in charge,
whereas in Russia the elite find themselves in permanent competition with
the bureaucracy. The formation and evolution of the business elite over the
past two decades has reflected the instability of ownership rights and the fact
that privatization is not yet over. Each successive generation of the political
elite attempts to reinforce its position by infiltrating the financial elite in one
way or another. In the regions, elements of the local bureaucracy emulate
their senior colleagues in their attempts to become co-stakeholders in the
revenues of medium-sized business.’” But in Russia, even the business elite is
anything but homogeneous, and this is not just in terms of the apparent divi-
sion between private and state business. The interests of the manufacturing
industry, the financial or energy sectors, and the military-industrial complex
do not always coincide.

The financial crisis of 1998 weakened the oligarchs. In effect, the political
elite were able to significantly limit the role of big businessmen. The cur-
rent composition of the elite as it existed in 2008—09 appears largely stable,
although the global financial crisis has brought fresh tension. The growing
“Petersburg contingent” within the federal government makes the politi-
cal elite increasingly homogeneous.!® The political elite has not yet existed
long enough for us to talk seriously about its renewal.”” The political elite is
replenished through the appointment of technocrats as ministers, governors,
and leaders of nationalized companies. Despite the domination of the politi-
cal elite, the big business elite remains rather more stable than many observ-
ers claim. It holds enormous assets abroad and, whereas restrictions can be
placed on its domestic business dealings, it is extremely difficult to deprive
the elite of its offshore assets.?
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Ultimately, a conglomeration of elements from the executive elite, all with
different origins, was faced with the problem of the survival of a country
with a great past through a terrible crisis. They were unprepared for such a
responsible role. It is understandable that they fought, more often than not,
for power and ownership—i.e., for rights without responsibility. These days,
these members of the elite have to meet the monumental challenge of Rus-
sia’s revival.

The Elite and the Middle Class

If political analysts are to be believed, power elites are doomed to play quite
a definite role vis-a-vis the rest of society. Russian society has undergone the
deepest economic and social crisis. Hopes for transformation from the Soviet
state and planned economy proved vain. Instead, there was deep crisis for a
decade, mass impoverishment, and social inequality of Latin American pro-
portions. The initial combination of elites during the 199os was undermined
by the financial crisis of 1998, which brought back some from the former
Soviet echelons.? Bureaucracy with growing Soviet elements started to make
a comeback against the oligarchs. Politics and new wealth were discredited to
a certain extent, and this brought about certain turnarounds during 1998—99,
ending in the emergence of a new political leader, Vladimir Putin, in 2000.
Elites were to be transformed while the rest of a society could do little to
influence this process.

Inequality and the continuous attempts on the part of the political elite
to ensure social stability and strengthen its positions led to further efforts
to limit the potential for the development of a strong opposition. The rapid
economic recovery of 2000-07 provided resources (real retail sales grew by
an average of 11 percent) for consolidating the state’s ability to influence the
political process. Weak civil society was the natural result of the limited mid-
dle class (generally estimated at 20 percent to 25 percent of population).

Vertical mobility in the labor market has been more or less adequate in
recent years., but entry into the elites has become a different matter alto-
gether. Business or privatization in or since 2000 has been unable to match
the wealth accrued in the 1990s. One exception has been the ability of the
state to interfere in the process of wealth re-allocation—e.g., in cracking
down on corporate raiders that had at one time become a serious threat to
owners of assets. Privatization and reprivatization have been going for a
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considerable time. The political elite has continued to recruit from its estab-
lished base, with limited entry from outsiders. Recruitment of the intellectual
elite has remained more traditional, while the choice of the political elites
for more loyal intellectuals has been clear. The actual relations between the
elites and the middle classes are key to the interaction between the elites and
society. The upper middle class is the natural source of recruitment into the
elites, but so far the processes have not been studied in sufficient depth.

In most works on the elites, the middle class remains in the background
or appears on the periphery, just as the elites remain in the shadows in works
on the middle class.”? The ranks of the middle class—the intelligentsia,
bureaucrats, and small business—match those of the corresponding elites and
are the sources of the replenishment and renewal of those elites. In this work,
we deal with five elite factions. We also have five ranks of the middle class:
the bureaucracy, management of large companies, intelligentsia (in educa-
tion, the sciences, health care, etc.), and small businesses in manufacturing
and sales. The political elite have to base their supremacy on their reflection
of the interests of other elites and all ranks of the middle class and the poor.
Their function is to serve the nation, although frequently the nation is forced
to adopt the elite’s values.

During the period of transformation, the intellectual elite was influenced
by two factors—by the change of ideology and form of government and by
the economic crisis. It is important to take into account the role of the latter,
which forced out part of the normative elite and up-and-coming tiers of its
potential recruits, up to and including its young people abroad. It would be
unfair to accuse those elements of the elite and of the middle class who chose
to emigrate of lacking patriotism: the crisis was simply too long and too diffi-
cult. For more than a decade, talented people were faced with difficult choices:
individuals’ personal ambitions were, as was the case for the country and soci-
ety as a whole, centered on ensuring the survival of their families and being
able to continue with their creative work, rather than on achieving elite status.

The question of the regeneration of Russia’s scientific elites is important
to the discussion and to other factions of the elite: “The identification of the
scientific elite as a social and professional unit is based on a system of social,
cultural, and socio-psychological criteria. For the regeneration of the elite
it is critical that its individual members achieve the highest results in their
professional work. Therefore, the scientific elite is, by its very nature, small.
Its ‘uniqueness’ is confirmed by the responsibility imposed on the scientific
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elite for specific types of activity (for example, leadership in the sciences) and
by its particular status and high level of social prestige. Aware of its particular
mission, the elite claims power, influence, the right to form scientific (and
education) policy, and it could reasonably be described as the catalyst of the
social system. If the level of the elite’s productivity falls below a certain ‘criti-
cal mass,” social development is blocked.”?

We have not found any definition of “intellectual elite” developed in the
context of Russia’s transformation over the last twenty years. The term, as it
traditionally appears in the language of Western sociology, needs to be used
in association with real events. In this case, we proceed from the basis that, in
the reality of a large country with a rich intellectual history, the functioning
intellectual elite inevitably stands out. Assuming there is a structure of elite
factions unique to the country, then in the case of Russia there are (in prac-
tice) three subsections within the intellectual elite: the natural sciences, social
sciences (particularly economics), and literature and art.

The social and institutional requirement for the intellectual elite in con-
temporary Russian society is dictated, according to Russian scholars, ana-
lysts, and social activists, by both tradition and ambition. The domination
of American culture, particularly pop culture, has long been regarded as a
threat in Europe. With the dramatic decline in natural sciences, the under-
mining of the status of Marxist social sciences, and the crisis in the country’s
cultural sphere, this same threat has affected Russia. It is perfectly possible
that Russia will adopt the global intellectual elites as its own gurus (which, in
certain areas, would be no bad thing). In the course of the crisis and emigra-
tion of part of the elite, the Russian (normative) elite could disappear alto-
gether from the world stage, leaving only the memories of scholars and poets.
In every country, the functioning elite occupy a relatively high position in
their fields, in particular insisting that they merit their superior titles and
roles. This problem persists even in these days. What we need is not a reliable
demonstration of new individual works of art (or the recovery of out-dated
military-industrial-complex inventions).

As the Soviet stereotypes disintegrated, the old social sciences elites
found themselves under enormous pressure from hard realities during the
transformation. They coped in ways that are all too familiar: some left public
life (sometimes for education) while others changed their ideology or simply
lost it among slogans advocating freedom from the pressure and control of
the political elites of Soviet times. The latter was typical both of the natural
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sciences and of culture and the arts. The majority, as with other factions, pre-
ferred to say goodbye to ideology rather than to their positions in society.

In the most diverse fields, we nevertheless see a perfectly predictable
symbiosis of the old functioning elite (which were also the normative elite
under the old standards) with the new groups. The functioning elite of old
are flexible enough to concede their positions to the aggressive new elements,
although they don’t hurry to do so, offering what is essentially a compromise:
maximum preservation of their positions of command in exchange for rec-
ognition of elements of the new political elite and the latter’s absorption into
their own ranks. Of course, the transfer of elements of the political elite into
the ranks of the functioning intellectual elite does not make them normative,
recognized, or respected, but not everyone realizes this. Historically, the “new
bourgeois” have usually been unable to tell the difference between “a bit of a
bling” and a genius. The huge numbers of businessmen pursuing PhDs and
the demand for qualifications and positions reflect this early and very par-
ticular stage of transformation.

Ultimately, the intellectual elite has to demonstrate that it includes groups
and participants who have produced paradigm shifts in different intellectual
fields, where possible on a global scale. Of course, every country has its intel-
lectual elite. The ambition of great cultural powers is to have a world-class
international, intellectual elite. Such an elite cannot be appointed; it has to
be nurtured. This requires considerable intellectual freedom for the creative
individual, a demand for ideas, and substantial resources. This situation also
gives an indication of the diversity of the functions of the intellectual elite in
its immediate social effect on other factions and as a source of high-quality
intellectual production, competitive globally and inspiring near-universal
recognition at home.

For groups and individuals, the difficulty of immediate or gradual rec-
ognition by the normative elite renders their inclusion in the functioning
elite a long-term aspiration. Without being one of the functioning elite, the
way into the normative elite from the depths of the middle class was, and
remains, extremely difficult. Of course, some of the creative elite find their
way to the summit, but often late and at great cost. There they are met by the
nomenklatura. Admittedly, inclusion in the functioning elite only creates the
illusion of belonging to the normative elite, although it is less controversial
than in Soviet times (with the possible exception of the natural sciences).
One or another group’s (or individual’s) identification of themselves as an
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element of the intellectual elite has to be tested to determine how realistic
such pretensions are. Other factions may accept this claim on the basis of the
group’s long standing, but the group’s effectiveness will nevertheless be tested
by counter-elites, by the middle class, and by external challenges. Remaining
within the normative elite is difficult, even if the position of members of the
Jfunctioning elite is secure.

In contemporary society, the intellectual elite keep a certain distance
from politics in order to retain their independence. The financial elite and
bureaucracy have significant influence through the funding and sponsoring
of research and arts projects. Within conditions of social transformation, the
intellectual elite turn out to be a natural source of recruitment into the politi-
cal elite thanks to their social position and independence from the previous
regime. Where restrictions exist on the activity of the former political and
ideological elite in many Central and Eastern European countries, the rel-
evant ranks of the functioning elite—and thus possibly their political and
intellectual positions—have been filled from the intellectual middle class—in
effect, the (active or passive) opposition. The role of the intellectual elite and
the middle class as a reserve was remarkable even at the initial stage of Rus-
sia’s transformation. Admittedly, society’s and the middle class’s skepticism
about this period and those active in it made it much more difficult for them
to secure their positions. In conditions of extreme crisis and dissatisfaction
among an impoverished population, the second and third tiers of Soviet
bureaucracy found their way up. Big business took on recruits from among
directors, criminal “underground” traders, and the intelligentsia. The specific
nature of privatization painted such a bright picture of the new business elite
that it felt no need to unite for the sake of shared long-term interests. It pre-
ferred to concentrate on simply maximizing the proceeds of privatization and
keeping its assets liquid.

In the current conditions, the historical struggle between the bureaucratic
and intellectual approaches to modernization acquired new meaning: “top-
down” modernization by force using state and quasi-state instruments, or
“bottom-up” modernization through innovation on the basis of individual
creativity and the development of civil society. These two approaches pro-
duce completely different outcomes in terms of relations between the elites
and the middle class.

The distinction between the interests of the ranks of the middle class and
the elites is relatively noticeable even at this level. The financial elite may, of
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course, rely on middle-class management but struggle to gain the sympathy
of small business. Without getting into the nuances of the behavior of groups
and factions, we would point out, for example, the tax systems imposing dif-
ferent conditions on big and small business, and also directly setting off the
business middle class against recipients of taxes from the budget: the bureau-
cracy and the intelligentsia. There are still serious differences between the
latter two groups regarding the purpose of funding from the public budget.
Finally, bureaucracy and other groups fundamentally disagree on the problem
of corruption.

The middle class is the anchor that ensures social stability through the de
facto recognition of elites and their exclusive role in the formulation of the
country’s aims and administration, both through its main social institutions
and its assets. Contemporary democracy has its limitations, but rather than
undermining the position of the elites, it has created channels for recruiting
members of the elites (from the “people’s tribunes”) and for calculating the
public mood (the middle class again) and the role of civil society. The tradi-
tional elites, having long since achieved recognition and success, are inter-
ested in keeping the gates open for some exchange of the gene pool with the
middle class—a little but not a lot. Vertical migration in a functioning society
is important not only at the bottom but further up —right up to the possibil-
ity of entry into the elite on the grounds of engagement and merit.

Traditionally, Russia has been wont to emphasize the role of the intel-
ligentsia, but emigration and the difficult financial situation in the 1990s and
the first decade of the twenty-first century weakened its role and position in
society, which, at the end of the 1980s and early 1990s, had seemed so active
and promising. The increase in the role of business at the expense of intellec-
tuals was to be expected in the earlier stages of transformation, but over the
last five years we have seen the strengthening of officialdom, often working
in opposition to business and in support of the political and particularly the
bureaucratic elite. The weakness of the middle class and civil society is vital as
a matter of principle —particularly in contrast to the countries of Central and
Eastern Europe and the OECD. This strengthens the role of the elites and
personalities in stabilizing the situation in the country and choosing the path
of development. The intellectual elite is also not homogeneous, and tradi-
tionally some of its branches are linked much more closely to the government
than is the case in many free-market democracies.
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The Fight for Modernization

The duality of the elite’s objectives—self-preservation on the one hand and
the task of acting as leaders of the country and society on the other —requires
it to unite around the goals of economic and social development, and the
means to these goals—basically providing an institutional setting for society,
the economy, and the state. Post-transformation and -crisis modernization is
the key to the future of the country. The success of modernization is recog-
nized as an ultimate objective, while the dispute as to ways and means, even
goals, persists. Elites all have their ways, but the political elites are trying
to take control, particularly over the financial elites and the media. Never-
theless, it can be said that the new business class and groups of intellectu-
als (themselves, essentially elements of the elite) retain a certain degree of
independence, while enjoying rather limited support from civil society or the
middle class.

For contemporary Russia, one essential aspect is the question of whether
the country’s power elite is sufficiently united to achieve its goals. It is prob-
ably accurate to say that there has been significant consolidation among the
political elite, although there is some internal discussion on the approaches
to modernizing the country. In terms of the broader scope of the elite, it is
certainly less homogeneous than it was, particularly where the business elite
is concerned. It is gradually becoming more difficult for business and the
middle class to develop civil society. In any case, the country’s leaders have
all but admitted that corruption is a key problem, rendering economic policy
much less effective. It follows from this that the crucial question is which
of the elites will determine the country’s long-term interests and on which
criteria. To what extent are national interests determined by the urge to mod-
ernize, compete, and integrate the country in the global community, and to
what extent by the issue of legitimizing and protecting the new elite’s posi-
tions? In established democracies, the basic parameters are usually set, so the
struggle is over narrower, more specific aims, or over the set of instruments
used to achieve such aims.

Russia’s business and financial elite was made up of the old directors and
Komsomol entrepreneurs. There is an active process of integration between
these groups, particularly under pressure from those bureaucratic elements
who themselves would like to become part of the financial elite. The new
post-reform business groups in Russia are fairly weak, politically cautious,
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and threatened by the Privatization Bureau. Overall, this elite is far from
consolidated and too dependent on the state to undertake any active defense
of its own interests.

In public life, there are clear attempts on the part of the political elite to
create elements of the intellectual elite to suit it, in coordination with sym-
pathetic organizations within civil society. There is a manifest attempt, using
the media, to have elements of the new nomenklatura recognized as the nor-
mative intellectual elite. This is not particularly successful given the skep-
ticism of the Russian intelligentsia regarding any new “propaganda guru.”
The intellectual milieu may provide criticism of the country’s policies or sug-
gest new horizons, but what it cannot do is itself stimulate a political discus-
sion process. The circle is closing—the intellectual elite is able to maintain
its common sense and internal independence from the political elite, but,
apart from sermonizing, it has no instruments at its disposal with which to
reform the political elite. The other way of influencing the country’s choice of
approach —via the financial elite—is just as limited and ineffective. Although
intellectuals active in public life and the economy traditionally appeal to busi-
ness, the latter has, over the first decade of transformation, proved weak and
preoccupied with the immediate problem of shoring up its position.

There is no simple solution to the interaction of the two key factions of
the elite. In countries where private business has traditionally dominated,
the political elite has been very much influenced by (and recruited from) the
business circle with its role in the selection of political upstarts. Populist lead-
ers and movements have usually been part of the internal structure of the
political elite, extending their base within the middle class and creating an
additional outlet during periods of severe crisis and serious social inequality.
Rather more complicated is the process of re-creating the business elite in
statist conditions, starting from state ownership and planned economies, in
countries where the state has been historically dominant. We see the difficulty
of China’s evolutionary path, but Russia itself has undergone an extremely
vexed twenty years in this regard. In conditions of great crisis, the new own-
ers have had very little time in which to carry out their role and acquire the
image of responsible and effective managers of the country’s economy. They
also have had to satisfy the country’s long-suffering population immediately,
in particular, a critical middle class, that they were the “elite.” Of vital impor-
tance here is that only with extensive, resilient small and medium business,
involving the middle class and a more developed civil society, will the instant
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financial elite be able to develop any stability and gain recognition at home
and abroad. To a large extent, big business has turned out to be incapable
of coordinating this, and has been rather more occupied with retaining and
protecting control of assets through the withdrawal of capital or the securing
of offshore asset-ownership rights. Business stability was based on specific
external insurance mechanisms rather than the business elite’s control of its
situation, and on compromises with disgruntled elements in society, business,
and the government.

Essentially, big business undertook a risky endeavor in the 1990s. Its aim
was to take overall control of a small group of bankers and the state apparatus
and political process, and give itself freedom of action and post-privatiza-
tion security (despite an obvious lack of legitimacy). Major financial groups
emerged where there was no widespread share ownership and the middle
classes became impoverished and frequently emigrated. This affected poten-
tially innovative small business and the intelligentsia. The social basis of the
business elite remained extremely narrow. The political elite subsequently
took steps to maintain its monopoly on power. As at the beginning of the
twentieth century, business has been unable to find a way either of consoli-
dating itself or of becoming economically independent of the government.
Rather, the reverse has been true, with elements of the bureaucracy infiltrat-
ing business and extending their control, both directly and indirectly. The
symbiosis does not benefit private business, but produces a neo-state model
of business. This means the entrenchment of behavior supporting unearned
income versus the maximization of profit—a constraint on innovation.

After two decades of transformation, the elite factions are, in current
conditions, far from well balanced. The business elite missed its chance (if it
ever had one) of gaining support from the middle class and creating its own
system for the formation of the overall elite. The political elite turned out
to be capable of consolidation on the basis of the traditional levers of Rus-
sian government: the fight against external threats and separatism, and the
country’s restoration and international respect. However, an economic crisis
arrived once again in 2008-09 and brought to a halt the option of top-down
modernization by force using state instruments and companies.

Just as big business had, by the beginning of the crisis in 2008, failed to
demonstrate, either to the political elite or to the public, any ability or will-
ingness to lead the country along the path of innovation, so the political elite
has not yet shown it knows Aow to do so either. The challenge of restoring
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the country’s 1989 GDP was only met in 2007-08 on the basis of an influx
of oil dollars and prior to an 8 percent fall in GDP in 2009. For years, there
has been public support for modernization, but the elites have been unable
to embark effectively on one or other approach. Thus, the successes of the
first economic resurgence turned out to be successes of the political elite. The
business elite, though unable to offer its own approach to modernization,
received enormous dividends thanks to the rise in the value of assets.

The 2008 economic crisis unfolded in conditions of uncertainty and a
struggle over the choice of approach to modernization. The business elite
is under pressure from the political elite and elements of the bureaucracy to
hang onto property, in which they have only very weak support from the mid-
dle class. The government and the political elite are trying to carry out tradi-
tional top-down modernization with inadequate resources, both in terms of
manpower and finances. The most difficult issue in the relations between the
elites and the middle class is that of corruption (of course, some of the middle
class is also caught up in this). But, in principle, the business and intellectual
elite and the main ranks of the middle class have an interest in the country
being open and in having normal relations with the outside world, and this
too encourages the political elite to broaden cooperation. To date, we have to
admit that after two decades of transformation, there are material differences
in the interests and positions of the elites on an array of important issues.
This is not an immediate threat to stability, particularly given that the most
severe phase of the crisis is over, but it certainly threatens the country’s long-
term development and modernization.

In Russia, within the power elites and their intellectual milieu, there is a strug-
gle for the very interpretation of the essence of Russian modernization. In their
attempts to understand Russia’s future, all sides, the elite groups and the mid-
dle class, argue for modernization and adopt this as an aim —but the differ-
ence is in their approaches to achieving it. This is a choice between techno-
cratic modernization from above and modernization of the state, civil society,
and the economy on the basis of engagement on the part of the individual in
innovation. The first approach is state-led (or rather, led by officials, despite
corruption remaining a problem) and involves a chain of spontaneous deci-
sions from above relating to problems of socio-economic development. This
approach enjoys support (albeit not universal support) among the political
elite and part of the bureaucracy, extending into the middle class.

This approach also offers the permanent subjugation of business to the
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state and the nationalization of all the country’s available resources. It has
support both from the military-industrial complex and among the intellec-
tual elite. Any real or supposed complications in the outside world provoke
an instinctive revival of the tendency to use force. A natural component of
this approach is a strengthened bureaucracy and business’s fragile rights of
ownership, a weak civil society, and limited democratic processes. Modern-
ization problems and the considerable amount of time (two decades) already
lost in the transition period spur the political elite to search for quick and
simple solutions. Coalitions for forced, top-down modernization come natu-
rally to Russia, but the chances of their success in genuine modernization are
quite low (table 7.3).

The second approach involves difficult institutional reforms and com-
bining sensible (limited and predictable) state regulation with maximizing
social engagement and business activity, the rule of law, and stable prop-
erty laws. The interminable waves of nationalization and re-privatization
have to come to an end. Both programs envisage—or rather, look for—
a great future for Russia in the twenty-first century, despite enormous obsta-
cles in terms of demographics, lost time, and human capital. But the intelli-
gentsia is just one rank of the middle class and a small part of the intellectual
elite (“Moscow intellectuals”). The weakness of the political process overall
and the civil society of a country that has only recently survived an economic
catastrophe, and a business elite attempting to adapt to the political situation,
make it difficult to develop an active coalition for modernization. The lack
of potential for social modernization within the political elite has been high-
lighted by Lev Gudkov and Boris Dubin: “Three quarters of representatives
of the Russian elite see no alternative political approaches, whether based on
catastrophe or reform, to that selected by the country’s leaders.”

Intellectuals (experts) surrounding the power elite are constantly attempt-
ing to persuade the top authorities to opt for broader socio-economic and
political modernization. The functioning intellectual elites find themselves
in an ambivalent position. They are capable of leading their own field but
are forever competing for state resources against other branches of the elite
and are consequently dependent on the political elite. This discussion on
the potential for modernization has its optimists, who argue that there is
a “development elite” who have turned away from state-run capitalism to
genuine capitalism: the rule of law and competition.?> In these surveys, only
the si/oviki appear retrograde, although the actions of many categories of the
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M. AFANASIEV 2009 L. GUDKOV, B. DUBININ 2007

DEVELOPMENT ELITES SUPPORTERS OF MODERNIZATION
Enterprise management Large and medium-sized private business
Mass media and public appraisal | Leaders of regional mass media and professors

from local universities; “Moscow intellectuals”

Regional officials Top regional politicians (deputies from regional
legislative assemblies, among whom there are

increasing numbers of local businessmen)
Siloviki —military officers

Others: the law, science

and education, health care

GOVERNMENT ELITES OPPONENTS OF MODERNIZATION

Siloviki —“KGB” Siloviki (both in the army, the Interior Ministry and
elsewhere and in structures reinstated under Putin)—
high-ranking army officers and officers of the security

forces (interior ministry)

Heads of large corporations Directors of large state enterprises

Federal officials— Officials (from the executive authorities at federal,

the “oligarchy” of senior regional, and local level) are high-ranking representatives
members of the government of executive authorities on the ground, deputy governors,

and the leadership of the federal districts (“okrugs”)

Table 7.3 Positions of the elite on modernization, from surveys conducted between 2007 and 2009
[Sources: M. N. Afanasiev, Rossijskie elity razvitiya: Zapros na novij kurs (The Russian development elite: The demand for a new way) (Moscow:

Liberalnaya Missiya Fund, 2009); and L. Gudkov and B. Dubinin, “lllyuziya modernizatsii: Rossijskaya byurokratiya v roli ‘elity’” (The illusion

of modernization: Russian bureaucracy in the role of the elite), Pro et contra, no. 3 (May—June 2007): 76-77]



political class demonstrate a clear preference for paternalism, the domination
of state-owned business, and the state having extensive powers. There can be
little doubt about business’s preferences for stable ownership rights or those
of intellectuals for the liberalization of public life. In practice, the realiza-
tion of such policies is much more complicated. A personal preference for
freedom does not mean a willingness to oppose corruption and support the
genuine independence of the courts.

Of note here is “Koalitsii dlya budushchego” (Coalition for the Future),
2007-08, by the Institute of Contemporary Development (INSOR) as an
example of the search for such an approach. Acknowledging the peculiari-
ties of the new power elite and the weakness of business and civil society,
the experts usually proceed on the basis of agreed goals: the struggle against
the country’s marginalization as a raw-materials power, the search for ways
to revive or reinforce (depending on the evaluation of the situation) Russia’s
status as a great power in the future. In fact, this involves a strategic re-con-
vincing of the political elite on the question of its national role. Rather than
regenerating the country through bureaucracy, there is a need for political
liberalization to curb corruption and increase the efficiency of the executive
and legislature. The supremacy of law is not required as a symbol per se but as
a guarantee of the position of the political and business elite within a society
that has undergone a transformation toward democracy. The reinforcement
of rights of ownership is required specifically to encourage innovation—so
that the active business class and those working in social and scientific inno-
vation can apply their ideas at home instead of exporting them for commer-
cial application abroad.

The global recession has cut short attempts to introduce forced, top-down
modernization. Although the worst of the crisis is over, the effects will be felt
for some time. The world economy, financial system, and the energy industry
are beginning a transformation. The country’s adaptation to new dynamic
conditions and global competition for the next generation cannot be carried
out on a purely technical basis: by guessing the trend and hopefully making
the right decision. This time the question of modernization is determined at
the very top as a matter of the Russia’s survival.¢ This goes to the heart of the
country’s status as a great power and of the “political elite of a great power.”
But in that case, we should be discussing developing the potential of the
country’s creative class (i.e., its intellectuals and active business elements) as
the bases of modernization and the business and political elite’s consolidation
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of its position. There is a push to convince the national elites of the need to
turn their attention from their functioning roles (and income) to their stra-
tegic responsibility for the fate of the country: “the old belief in the power of
enlightened people, who are morally and intellectually capable of influencing
the nation and the authorities is being revived virtually as a matter of course
among the educated part of the Russian population.”

In this relation, there is an important aspect to the internal-expert dis-
cussion that has not yet been fully developed—the possibility of prevent-
ing the country from sliding into a nonintellectual version of development
through forced, top-down modernization, which is costly in terms of time
and resources. The message to the power elites is relatively simple and may be
summarized in a few points:

Continued struggle for property rights—problems over ownership in
large and small business paralyze investments and innovation

Corruption curtails the possibility of technocratic “top-to-bottom” mod-
ernization success

The struggle within the political class may lead to erroneous decisions,
given that it suggests a coalition not based on modernization principles
but just to gain “allies”

In the long term, resilience and the ability of the power elites to estab-
lish systems to reproduce themselves depend on their willingness to
look beyond the short-term horizon of high incomes. Extensive social
modernization promises much more to the elites as well as to the public
at large.

Of course, there is nothing to guarantee the success of experts “preaching
uphill” outside the regular political process. The report of the Institute for
Modern Development has provided a certain impulse to debates on the future
of the country.?® Socio-political apathy among the public after the shocks of
the 1990s and the sudden abundance of oil revenues in the first decade of the
twenty-first century will not disappear in the course of the crisis, but nei-
ther will it last forever. The question is whether the current system of mod-
ernization is capable of delivering palpable results in terms of innovation.
The demographic composition of the country is changing in one important
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direction —those under thirty-five only experienced the USSR as children.
They are already incapable of remembering life at the time, but neither do
they automatically accept the nomenklatura elite and the norms of Soviet
society. Where there is economic stability and powerful propaganda, most of
the public can be convinced of their own material well-being, but two prob-
lems still remain. One is the comparison with countries with high growth
rates. Given the free exchange of information, it does not matter whether
these are far away or nearby. The demonstrable effects of a consumer society
brought socialism to an end without the Internet or any large-scale diaspora.
Nowadays, the effect of comparison may relate to innovation and the prevail-
ing conditions of life and business, low levels of corruption, and the efficiency
and self-control of the authorities. We would emphasize that without people
being able to act freely and without reliable rights of ownership, it is impos-
sible to achieve a flow of innovations, and modernization will be restricted to
capital-intensive projects.

There are historical precedents for modernization enforced from above,
but it is virtually impossible to implement in conditions of widespread cor-
ruption, since some decisions would not necessarily be implemented, and
there would be an enormous waste of resources. Social engagement allows
the middle class to be contained—the intelligentsia, officialdom, and small
and medium business all have an objective interest in extensive moderniza-
tion, even if they are not prepared to participate in the political process. The
middle class will, however, decide the success or failure of the elite. The policy
of modernization is binding also because, according to the view from above,
it is possible to attempt to reduce it to a technological achievement and the
imposition of order. But the middle class patiently awaits more far-reaching
results. Without acceptance on the part of the middle class and the public as
a whole, neither the existing political elite nor the business elites will be able
to establish themselves as a genuinely recognized and legitimate elite. Rus-
sia’s eventful history once more waits for modernization, and this depends
on unity among the national elites and on the ability of their leadership
to govern.
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CHAPTER EIGHT

Education for an Innovative Russia

Nur Kirabaev
Translated by Siriol Hugh-Jones

These days, Russia is, statistically speaking, a world leader in the field of edu-
cation, with 630 students for every 10,000 members of the population. Bear-
ing in mind that 88 percent of Russian citizens regard higher education as
extremely desirable for their children, it is obvious that post-secondary edu-
cation is playing an important role in constructing Russia’s future role within
the world system.

Nowadays, the fate of Russian education arouses deep concern not only
regarding the development of the quality of education for its own sake but
also in its capacity as the fundamental basis of Russia’s modernization as a
whole. This is not just a matter of education as a social issue but of those
systemic challenges that science faces in the modern era to create a more
competitive, Innovative economy.

This chapter analyzes the state of post-secondary education in Russia
in the context of its capacity to meet the challenges of required innovation
within the socio-economic system.

Pros and Cons of Education in the USSR

In the 1950s, an education model was developed which, at the time, had signif-
icant potential as a developmental tool. The main principle for the training of
professionals was a thorough and systematic grounding in the relevant subject,
based on the assumption that education was required not just for the practical
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needs of a specific profession but in order to develop creative abilities to be
applied to scientific problems. The general level of secondary-school leavers
was relatively high. To this should be added that an education network was
created that allowed talent to be supported and nurtured. This was particularly
true of the high-profile specialist physics and mathematics schools.

History tells us that it was after World War II that Russian education
began to be particularly highly regarded by the rest of the world. Even then,
the main difference between the Soviet Union’s education system and that of
other countries was the emphasis not just on higher education but on higher
vocational education. It was no coincidence that American experts attributed
the USSR’s main achievements in the 1950s and 1960s to the high level of
Soviet vocational higher education. This assessment was based on the launch
in 1957 of the world’s first artificial satellite to orbit Earth and also on the
creation and development of nuclear power stations, nuclear-powered ves-
sels, and Soviet jet aviation. Of course, this did not apply to all areas of the
Russian education system but primarily to the natural sciences, mathematics,
and technology. Traditionally, the level of professional training in the fields
of medicine, languages, oriental studies, archaeology, psychology, and the
like was very strong. As far as social sciences were concerned, the situation
was more complicated, given that this discipline was based exclusively on the
Soviet development model and did not take sufficient account of develop-
ments elsewhere in the humanities.

By the mid-1960s, the transition in the USSR to universal secondary edu-
cation was complete, and one in eight citizens of the USSR had a university/
college degree. This was reflected in the population’s social and cultural pro-
file. Although it was still possible to talk of the existence of a certain degree of
inequality in education, the reasons were more ideological than social. In the
case of a series of non-science professions involving work abroad or within the
ideological system, for example, recommendations were required from district
committees or the regional committee of the Komsomol or Communist Party.

The end of the 1960s/beginning of the 1970s saw the onset of the period
commonly known as the “stagnation,” which was naturally reflected in the
education system. Despite the fact that education had become one of soci-
ety’s key values, the command economy remained geared to the requirements
of the country’s insular agricultural complex.

The sources of the current modernization of Russia’s higher-education sys-
tem have their beginnings in the era of Gorbachev’s so-called “perestroika.”
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Faced with sharp criticism of ideological dogmatism, the authorities were no
longer able to restrain the enormous public enthusiasm for democratization
and the humanization of education. It was in this period that concepts of public
and private management initiatives (gosudarstvenno-obshchestvenno upravienie)
and variation in education programs were introduced into many higher-edu-
cation institutions, and there began to be considerable support for the idea of
higher-education institutions having increased autonomy. The first multican-
didate, democratic elections for provost of Lomonosov Moscow State Univer-
sity and the victory of V. A. Sadovnichii, who enjoyed wide support from the
university community, as well as the defeat of the candidate recommended by
the “powers-that-be,” were evidence of the real role of the Russian Federation’s
academic and teaching community. This meant that the Russian Council of
University provosts acquired a considerable role and authority, independent of
the influences of the administration. However, the expectation heralded by the
new Russian law on education (adopted in 1992) was unfortunately not met. On
the one hand, with the beginning of market reforms, education was financed
on the “remainder” principle and higher-education institutions encountered
severe difficulties when it came to paying teaching staft’s salaries and utility
charges, maintaining buildings, and purchasing teaching equipment. All this
was an indication that the government itself was unable to offer the educa-
tion community a definite strategy or tactics for the development of Russian
education. Instead, public psychology and the public mood turned increasingly
to conservative models in an attempt to preserve the Soviet education system.
The creation of myths around the achievements and quality of Soviet science
and education became a leitmotif in the widespread resistance to all attempts at
reform “from above.” At the same time, under the new conditions of mass edu-
cation, adherence to the Soviet education standard (which in fact only offered
a genuinely elite training at a few dozen colleges or universities) required the
adoption of new approaches to the introduction of a unified educational space
and new requirements for the training of future scientists, teachers, and arts
graduates, together with the training of employees in the broad range of sub-
jects required for the country’s economy as a whole.

The Post-Soviet Education Philosophy

Following the collapse of the Soviet Union, the system of higher education
in Russia was supposed to provide a solution to at least four major problems
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in the context of sharp political confrontation between the pro-communist
Duma and Yeltsin’s team of liberals. First, there was the question of the new
strategy of development in education in connection with the change to the
social and economic setup. The new education strategy should have been
based on the requirements and challenges of the structural rebuilding of the
economy, taking into account the prevalent new trend for “mass education.”
Second, Russia’s new politics raised the question of the need to enter the
international sphere of education as a consequence of the Russian Federa-
tion’s strategy for political development. Third, in the conditions of the sys-
temic and structural crisis of the transition period, a solution had to be found
to the question of financing the education system as a whole. At the same
time, a state monopoly existed in the field of education throughout the Soviet
period, and therefore the state bore subsidiary responsibility that, according
to the new strategy, it was to share with nascent private enterprise. Fourth,
there was the particularly pressing problem of retraining those teachers who
in Soviet times had taught the “ideological disciplines™ scientific commu-
nism, the history of the Communist Party of the Soviet Union, Marxist-
Leninist philosophy, and political economy.

For at least the first ten years of the new Russia’s existence, the strategy
for the development of education remained undecided. Nevertheless, within
the scope of structural rebuilding in the field of education, the autonomy of
higher-education institutions substantially expanded. It became possible for
state universities and institutes to obtain funding from multiple sources; the
first private higher-education institutions appeared in the country; in 1995
the first state standard for higher professional education was adopted with
the aim of restoring a unified education system on the one hand and the
introduction, at the discretion of higher-education institutions, of a two-tier
system of preparation for entry into the international education space. And
if this signaled the restoration of a single education system, then the intro-
duction of the new state standard did not lead to the widespread adoption of
the “bachelor and masters degree” system. Unfortunately, higher-education
institutions have regarded the opportunity to enter the international educa-
tion space merely as an attempt to copy the Western education system and
thus relinquish the best traditions of Russian higher education.

The education system was ultimately funded under the remainder prin-
ciple; it led to the destruction of the infrastructure of higher-education insti-
tutions and to a sharp fall in the living standards of teachers and professors.
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Within the framework of the retraining of teachers of the so-called ideo-
logical disciplines in the mid-1990s, courses were organized and run on a sys-
temic basis in which tens of thousands of teachers participated.

Indeed, it was in the first decade of the new Russia that the priorities of
the political parties became clear in the field of education, and these gener-
ally remained unchanged in subsequent years. Whereas in 1990 the party of
power, Our Home is Russia, generally promoted the government’s policy in
the field of education, the Communist Party defended the Soviet model of
education in its policy documents, demonstrations, and manifestos. Yabloko
(Russian United Democratic Party) adopted a more liberal position in the
field of education, its position being linked to demands for a review of the
structural rebuilding of the economy and a review of Western education
models. All the main parties, including the liberal-democratic party of Russia
(LDPR), regarded keeping the system of free higher education as a strategic
priority. Moreover, even taking into account the current political policy docu-
ments of parties such as United Russia, A Just Russia, the liberal democratic
party of Russia, Yabloko, and the Union of Right Forces, it is difficult to
discern any new strategy of development for the domestic higher-education
system. These days, virtually all the parties believe it is essential that the
best traditions of Russian education be kept and declare the need for serious
investment in personnel and targeted support for innovative structuring of
higher-education institutions.

There remains, however, the unsolved problem of adequate funding for
the higher-education system in the context of the challenges of the modern
world. By the end of the 1990s, federal spending on education was less than
1 percent of the country’s GDP. Shock therapy had—and still has—severe
consequences on education and science. For the first time in many years, the
country was divided into rich and poor, and the thread of the tradition of one
generation being replaced by the next was broken. Working at a university
or college or one of the institutes of the Academy of Sciences was no longer
a matter of prestige since the salaries they paid their scientists and teaching
staff were barely enough to cover the costs of food. The teaching and science
professions ceased to be regarded as belonging to the area of social engage-
ment, where young people could effectively realize themselves and their
potential while also having a rewarding career.

The difficult financial and economic situation consolidated the education
community and the anti-Yeltsin mood in protest against the neoliberal wave
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of putting market priorities ahead of the interests of education.!

An article in MOST (2001) stated, “As a result, at the beginning of the
twenty-first century, Russia’s overall potential had, according to UN calcula-
tions, fallen to a thirty-year low.” Thus, Russian education met the era of
globalization in conditions of systemic crisis. In fact, it was only with the
appointment of Yevgeny Primakov to the post of prime minister of the Rus-
sian Federation in 1998 and the election of Vladimir Putin as president of
the Russian Federation that questions were raised regarding national educa-
tion policy. In 2001 the government of the Russian Federation adopted the
idea of modernizing Russian education by 2010, and a system of measures to
improve the quality and competitiveness of education services was set out in
the “Priority Areas of Development” of the Russian Federation’s education
system, approved by the government in 2004.

Beginning in 2005 a special, targeted, federal educational-development
program emerged. Education was included in a series of other national proj-
ects, among which the priority national project “Obrazovanie” (Education) is
worth particular mention. Under the auspices of this program, RUB 30 bil-
lion were allocated and spent between 2006 and 2008 on the development of
innovative programs at fifty-seven higher-education institutions in the Rus-
sian Federation.? The purpose of state support was to improve the quality of
education and research by financing new equipment, textbooks, programs,
and the retraining of teachers.

Under the auspices of this program, higher-education institutions have
developed more than six hundred bachelor’s programs and about eight hun-
dred master’s and PhD programs, in addition to a record number of new-gen-
eration textbooks and teaching materials. This breakthrough occurred largely
thanks to the implementation of programs retraining teaching staff. In the
course of three years, about forty thousand teachers underwent retraining.
Closer links were established between colleges and the employment markets.

The development of modern infrastructure for higher-education institu-
tions has become a priority area. Universities have set up scientific research
centers, training and innovation complexes, center’s where multiple users share
equipment, joint laboratories and basic business-incubation programs, student
incubator programs, and technology parks. The number of units implemented
within higher-education institutions using partner organizations has trebled,
the number of student business-incubation programs has grown 1.5 times, and
the number of multi-user centers has grown by 60 percent.*
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Aware of the importance of Russian education’s ability to compete, the
government in 2006 created two universities of a new kind, the Siberian and
Southern Federal universities. They were founded with the aim of resolv-
ing the geopolitical task of guaranteeing social and economic development in
those regions. Their job entailed effectively developing integration between
education and science by involving leading Russian and foreign academics,
and also of improving the ratio of students and postgraduates within the
framework of a mobility program.

In 2008 two national research universities were founded on the basis of
two of the country’s existing institutes—the Moscow Engineering Physics
Institute and the Moscow Institute of Steel and Alloys (MISiS). The purpose
of this was to improve the teaching and research potential of the hi-tech sec-
tors of the domestic economy in the priority areas of science and technology.
In 2009 another twelve higher-education institutions were selected. Finally,
in 2009, a law was adopted regarding the particular status of Lomonosov
Moscow State University and the St. Petersburg State University. These uni-
versities have been given particular status as “unique science and education
complexes, the country’s oldest higher-education institutions, having enor-
mous significance for the development of the Russian community.”

After ten destructive years, the further development of Russian education
within the framework of state social policy is now relatively clearly demar-
cated. However, the consequences of the previous period were so negative
that the tasks we face today involve not just modernization but restoration.
This also goes for the restoration and improvement of higher-education
institutions’ material and technical base, the social and financial status of
teachers and academics, and the introduction of younger staft.

In Russia, one of the most important trends linked to ensuring education
remains competitive and develops consistently is the new role of the state
in developing strategy and policy for education development, as well as the
creation of the necessary incentives and favorable conditions for the modern-
ization of education. A second trend is linked to the changing structure of
the higher-education system and transition to multi-tier training of profes-
sionals. The third trend tracks the development of internationalization and
integration of education spaces, which for Russia means development within
the framework of the Bologna Process and participation in the creation of a
unified European area for education and science.

Among the basic problems of education development in Russia are those
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of ensuring equal access to education, the quality of education, international-
ization and the export of education services, and new teaching technologies.

Ensuring equal access to education (“education for all”’) in cur-
rent conditions means the resolution of all those quality-related prob-
lems in conditions dominated by the trend toward mass education. The
reverse side of this problem is that of maintaining and developing the so-
called elite: vocational higher education when state funding is being cut
and the negative social consequences of commercialization are affecting
higher education.

Given the significant increase in the value of knowledge to the economy,
we cannot ignore the fact that over the last twenty years higher education
in Russia has ceased to be the privilege of the few most able students in the
fields of science and education. Of course, mass higher education is a slightly
different kind of education from that traditionally provided in classical uni-
versities, which base themselves on the Humboldt model, with its emphasis
on teaching and research. Whereas in 1990 there were 514 state higher-educa-
tion institutions with 2,824,500 students and private higher-education insti-
tutions did not exist, in 2007 there were 1,108 higher-education institutions
with 7,461,300 students, of which 450 were private institutions. At the same
time, one must bear in mind that of those 7,461,300 students, only 3,571,300
were studying on campus. In 1990, 583,900 students enrolled at higher-edu-
cation institutions; in 2007 this figure was 1,384,000 —and that in conditions
of demographic decline.’

One of the negative consequences of the perestroika era for the educa-
tion system was the sharp decline in the standard of education and in qual-
ity control. In 1995 the first State Educational Standard in higher vocational
education was prepared and adopted. The purpose of this was to re-create a
unified educational arena and vocational training requirements, taking into
account other countries’ experiences and the national tradition. Within the
framework of this document, keeping the international market in education
services in mind, higher-education institutions were allowed the freedom to
opt for a multi-tier system (BA followed by MA) or to keep the single five-
year course. This option was retained following the adoption of the second
generation of state education standards in 2000. Unfortunately, most higher-
education institutions did not take advantage of the multi-tier option and
continued to gear themselves to the requirements of the Russian employ-
ment market. After Russia joined the Bologna Process in 2003, the process of
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transition to a multi-tier education system became an irreversible trend.

One of the aspects of the development of mass education is the reduction
in course lengths, but for the education community this process turned out
to be extremely painful given the potential decline in the quality of teach-
ing, national tradition, and the thorough and systematic grounding given
to professionals as part of their training. This was a hotly debated issue not
only in the education community but also among the wider public. It was no
coincidence that the term “Bolognization” of education appeared, meaning
the devaluation of knowledge and quality of education, and of the degrees
awarded to graduates.

Over the last five years, there has been active discussion of the problems
of the third state standard. The particular idea behind this document is based
on emphasis being placed less on the process and more on the results of edu-
cation, which should allow education to be gradually brought into line with
the specific requirements of the country’s social and economic development.
This “competency-building approach” should be geared to the rapidly chang-
ing employment market and society as a whole.

Particularly critical today is the question of adequate funding for education.
The experience of the last twenty years, during which private higher-education
institutions have gained a certain standing, has shown the validity of obtaining
funding from multiple sources: from the state, from the commercial sector, and
from savings and investments by private individuals. This question is particu-
larly important given that the market reforms of the Yeltsin era doomed edu-
cation to chronic underfunding, thereby substantially undermining the social
prestige of those who had gone through higher education, which in Russia was
traditionally fairly high.

The main source of funding for education has been various levels of the
public budget. After a significant reduction in 1998—2000, the ratio of educa-
tion spending as part of the Russian Federation’s consolidated budget has
tended to grow. Whereas in 2000 this figure was 11 percent, in 2005 it was
13.3 percent. Nevertheless, the dynamic of state funding for education as a
share of GDP has been extremely inconsistent. In 1997 this figure reached its
highest point of 4.8 percent; it slumped to its lowest in 2000 at 2.9 percent.
In 2005 the ratio of spending on education came to 3.7 percent, of which 0.6
percent of GDP went to higher education.® If we examine the number of stu-
dents at higher-education institutions by their sources of funding, students at
state and municipal higher-education institutions whose studies are paid for
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from the public purse made up 86.9 percent of the total number of students in
the 1995—96 academic year, while in 2004—05 they accounted for 43.6 percent.
The private sector is particularly prominent in higher vocational education:
in the mid-199os it made up 5 percent; in the 2004—05 academic year it repre-
sented 15 percent.”

One of the problems of the “relevancy of higher education” is linked to
the emphasis on people having access to higher education irrespective of
their future employment. Even today, many graduates from higher-education
institutions do not work in their field of expertise. This obviously suggests
that the absence of any assessment of the economy’s requirements results in
overproduction of certain categories of professionals with degrees. At the
same time, the popularity of professions in the fields of economics, business
management, and law means that today there is hardly a higher-education
institution that does not offer qualifications in these fields. That said, this
trend has led to a sharp fall in the standard of education in these areas. In
2008 the question of the quality of training for lawyers was discussed even at
the presidential level. This was primarily as a result of mass higher education
with a decline in the standard of teaching. There were plenty of graduates
with legal degrees but very few good lawyers.

State higher-education institutions have introduced a practice of offering
different types of paid services as a way of diversifying their sources of fund-
ing. In 2005 only 6 percent of higher-education institutions offered courses
completely free of charge. Twenty percent of higher-education institutions
charge for supplementary subjects not included in the basic education cur-
riculum. Eighty-eight percent of all students in higher-education institu-
tions pay for their courses in full. Today, almost a third of higher-education
institutions operate on commercial principles. Thus, of 1.4 million students
accepted in 2005, more than 800,000 were allocated fee-paying placements
at state institutions or paid courses at commercial institutions. Only 600,000
were given publicly funded placements. This data reflects a positive trend in
the development of state higher-education institutions that are partly funded
by students. It must be noted, however, that there is no system for stimulating
the development of private higher-education institutions with guaranteed
state funding, which allows us to conclude that public officials do not under-
stand the role and place of private-education institutions, which in developed
countries enjoy a traditionally high status. Private higher-education institu-
tions in Russia have no real support either as regards being able to participate
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in competitions to attract state-funded students, or in terms of support for
technology parks and business incubators, or for student hostels and other
aspects of the social lives of those students who are self-financing or financed
by their parents. Despite the fact that in recent years scientific discoveries
have begun to be registered to private higher-education institutions, V. Zer-
nov, chair of the board of the Association of Russia’s Private Higher Edu-
cation Institutions, points out that not a single private higher-education
institution was among the winners in the competition for innovative higher-
education institutions. In a country in which 85 percent of GDP is generated
in the private sector of the economy, private higher-education institutions are
left with no support from the state in terms of resources. But, for the sake of
argument, if the government had not stepped in to help private banks, what
would have happened to the Russian banking system?

These days, Russia has about 1.5 million students at private higher-edu-
cation institutions, a fifth of the total number of students at Russia’s higher-
education institutions, and there are more than 470 accredited private higher-
education institutions. The private-education sector was only just beginning
to get established when it was hit by the financial crisis, and a demographic
crisis is already underway (whereas in 2006 there were 1.2 million students
who came out of the Russian school system having completed all eleven
grades, in 2010 the figure was 900,000, and in 2012 it will be only 740,000).
It is understandable that in this situation, the primary victims are the private
higher-education institutions, to which graduates turn as a last resort when
they have not been given a state grant.

In the opinion of O. Smolin, a deputy chair of the State Duma’s educa-
tion committee and head of an expert commission on private education, dis-
crimination against the private sector is discrimination against a segment of
Russia’s children and young people. What’s more, there are no such things as
“private” children or students: thus the government should ensure that qual-
ity education is available, and that means education for all. These days, 95
percent of private-education institutions provide arts education while tech-
nical education remains the “privilege” of the state. But Russian industry is
in private hands. Why prepare employees for plant owners at the expense of
the taxpayer?

The demand from private higher-education institutions that public fund-
ing be allocated throughout the education system—not by type of institu-
tion but by performance—is already reflected in the government’s conceptual
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documents. As noted by G. Safaraliev, a deputy chair of the State Duma’s
education committee, the concept adopted for the long-term development
of Russia to 2020 refers to the equal allocation of public funding in educa-
tion irrespective of the form of ownership of higher-education institutions.
But whether this position will ever be put into practice is a big question. It
may well go the way of one of the decisions the State Council made long ago
regarding equal access to public funding: it was never implemented.

When looking at the role and influence socio-cultural factors have on
trends in the development of mass higher education, we have to acknowledge
the legacy of the “Soviet mentality,” which regarded higher education as an
essential condition to the achievement of success both professionally and in
life. Although in the Soviet era graduates from higher-education institutions
benefited very little financially, they nevertheless enjoyed social status and the
prestige of being a graduate. In recent years, however, financial considerations
also have come into play. The term “successful professional career” is gaining
currency, which many interpret as meaning having a degree in law or econom-
ics. Thus, the emphasis on higher education has become a widely accepted
norm, virtually regardless of the social class of those involved. According
to the results of polls conducted by VIsSIOM (the Russian Public Opinion
Research Center), the demand for higher education is set to grow.® In spring
2003, in answer to the question of what level of education people considered
adequate for their children/grandchildren, 70 percent of those questioned said
that completion of higher vocational education was essential.

Pros and Cons of Mass Higher Education

In Soviet times the state established higher-education institutions as a way of
meeting the needs of the national economy, yet over the last twenty years new
higher-education institutions have appeared under the influence of market
processes. Furthermore, the dynamic of development of mass higher educa-
tion has led to the modernization of traditional higher-education institutions
and the emergence of private higher-education institutions. Unfortunately,
there is no competition evident between state and private higher-education
institutions, although as a rule the latter are more flexible and less restricted
when it comes to making decisions on the opening of new departments and
updating teaching plans. That said, most private higher-education institu-
tions are not yet competitive and produce poor-quality students.
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The process of developing mass higher education has raised the particu-
larly vexing question of education quality, since traditionally it was thought
that the advantage of the Russian education model was based on the idea of
its providing a thorough, systematic grounding.’

The trend toward the development of higher education could perhaps
lead to a general decline in the image of the quality of education traditionally
provided by the country’s leading higher-education institutions. The ques-
tion that remains is the price of such decline in quality. It is no coincidence
that there has been talk in recent years of the need for state support for 250
to 300 higher-education institutions and of those, 20 to 30 being selected for
the provision of elite training in return for additional state funding. Unfortu-
nately, the state is not yet providing any serious incentives within the frame-
work of small- and large-business legislation for the development of educa-
tion and science, even bearing in mind Federal Law No 217 of August 2, 2009,
“On the introduction of changes to individual legislative acts of the Russian
Federation on questions of the creation of business entities using publicly
funded science and education institutions for the purpose of the practical
application (implementation) of the results of intellectual endeavor.”

That said, the academic and higher-education community is concerned
by the context in which reforms are being carried out: the critical situation
regarding staff in education, science, and manufacturing; the decline in the
status of academics and teachers; the aging of the scientific and teaching
population; the reduction in the share of public funding in higher-education
institution budgets; and a decline in Russia’s international competitiveness.

Among these risks, we could include the fact that the shadow economy
in education is expanding, from preparation for entry into higher-education
institutions to the simple purchase of diplomas. The result is that poor-
quality higher education is relatively accessible to the public at large. The
opportunity to obtain an education giving future professionals a high stan-
dard of vocational training is, for most of the population, clearly becoming
more remote. Even in the case of publicly funded education, the cost of liv-
ing in the large cities—where most of the elite higher-education institutions
are located —acts as a financial barrier for a significant portion of second-
ary school graduates from the provinces. The highest education fee lev-
els in Russia (from $4,000 to $9,000 a year) apply at the most prestigious
higher-education institutions in Moscow, a degree from which is highly
prized on the employment market. Overall, this poses the crucial question
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of the accessibility of higher education, in particular, publicly funded higher
education, and the possibility of social conflicts being exacerbated.

According to the results of numerous research projects, 42 percent of Rus-
sian citizens (practically all social groups) are willing to pay for higher edu-
cation unconditionally. This concerns not just direct spending on education
but also incidental costs—books, textbooks, living costs in a city away from
home, and so forth. In family budgets (of families with children in their last
years at school or who are at college/university), spending on education con-
sistently emerges as one of the three major areas of expenditure.

At the same time, taking into account the traditionally high status of
qualified professionals, many Russians are geared to obtaining a higher-edu-
cation degree regardless of the type of degree. A smaller proportion choose
their higher-education institution based on the institution’s “brand” or repu-
tation, and very few actually compare the opportunities at different higher-
education institutions or assess the opportunities for their further career and
professional progress.

In Russia, it has historically been the case that serious scientific study and
research has largely occurred beyond the confines of the higher-education
system. As early as the 1930s, there was a significant expansion in the impor-
tance of the role of the Academy of Sciences, which had previously, under a
project of Peter the Great, occupied a position inferior to that of university
education. In Soviet times, as, incidentally, is true today, science for many
higher-education institutions in Russia ceased to be university science. Cur-
rent reforms in higher education are being carried out in the context of cre-
ating an academic science network operating independently of the higher-
education system. Still, the development of scientific research is, in a group
of leading higher-education institutions, largely guided by the interests of the
defense industry, since this allows them fairly reliable funding for scientific
research and for design and experimentation.

Higher-education institutions are not the only losers from the separa-
tion of science and education —academic science has lost out too, deprived of
ongoing, repeated experiments by academic staff. Even the elite training of
personnel for the science departments of Russia’s leading higher-education
institutions is today unable to meet the demands of academic research and
development departments.

Furthermore, given new technologies, the science that has been virtually
isolated from education is unable on its own to produce personnel capable
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of applying intellectual achievements commercially and thereby developing
not just the economy but the knowledge economy. Therefore, the question
of realizing the scientific potential of higher-education institutions (which
employ about 8o percent of the country’s doctors of science) is particularly
acute, both as concerns the application of the results of basic research in
the education process and the fundamentalization of education. Of course,
this does not affect higher-education institutions that encourage wide-
spread demand for mass education but those continuing Russian traditions
of providing professionals with a sound academic training, allowing them
to develop academic and strategic positions in their research. Currently,
the government is attempting to overcome this trend toward the separation
of science and education by defining the priorities of innovative develop-
ment in the Russian economy: energy efficiency and energy supply, nuclear
technology, space technology, technology in the field of medicine, and
strategic I'T.

The time has come to make decisions of principle (which, most impor-
tantly, can be verified) concerning the genuine modernization of, and devel-
opment of innovation in, the economy. The crux of this decision has long
been known. Where education and science are concerned, it is the transition
from centralized funding of science in general to support for specific projects
and teams of scientists. This approach is a global trend arising from global
political and economic change.'

The Development of Higher Vocational Education
via the Bologna Process

Modern, competitive higher education poses the particularly vexing question
of the need for thorough training of professionals in multidisciplinary proj-
ects. It is no coincidence that the national program for the development of
nanotechnology raised the question of the training of qualified professionals
for the nano industry. From 2004 to 2007, the volume of the global nano mar-
ket almost trebled, reaching $1.4 trillion. It is forecast that by 2015 it should
grow to about $4 trillion. The Russian share in that market to date is only
o0.07 percent. Changing this situation and increasing this figure to 3 percent
by 2015 will be no easy task.!!

In the 1960s the terminology of biophysics, biochemistry, and other such
disciplines was unfamiliar, yet present-day modern economic development
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demands that professionals are trained in interdisciplinary areas. For the edu-
cation system, this poses the task of developing new forms and techniques,
and also of a transition from qualifications to skills, permitting, first and fore-
most, the development of an ability to make effective, sensible decisions in
rapidly changing conditions of employment and professional operations. It is
within the framework of a discussion of the Bologna Process that the ques-
tion is raised of changing the emphasis from the process to the results of
study. This was the strategy at the heart of the ideology behind the new edu-
cation standards. This is not just a question of paying lip service to fashion.
As mentioned earlier, in 2003 Russia became a signatory to the Bologna dec-
laration, which provides for the building of a unified European educational
arena (involving, among other things, the introduction of separate BA and
MA programs rather than the single five-year course traditional in Russia
and the introduction of a credits-based system). Over the last five years, this
has been a hotly debated subject in which participants have expressed dia-
metrically opposing views. First of all, for Russia this does not involve the
copying of any European education system or the fulfillment of any specific
obligations regarding the implementation of Bologna Process provisions.
Second, Russia’s entry into a unified European educational arena gives it the
opportunity, in conjunction with European countries, to work out common
rules governing the operation of this system on the basis of a comparable
legal framework and as concerns specific mechanisms for the implementa-
tion of the Bologna Process documents. Third, this makes it possible to take
account of basic trends in the internationalization of education and, broadly
speaking, to participate in the European education-services market. Fourth,
the Bologna Process is a timely opportunity to make sense of and attempt to
reform the national system of higher vocational education so as to train com-
petitive professionals for the modern employment market and the demands
of the country’s social and economic development.!?

More than anything else, a multi-tier higher-education system meets the
demands of a market economy, in which the employment market has particu-
lar requirements regarding the flexibility of the workforce. There has to be a
flexible combination and a convergence between the study and work processes,
increased mobility of the workforce, flexible approaches to the length and
makeup of working hours and study time, and to the forms of study and work.

Higher education in Russia will become increasingly prestigious. Under
the influence, in particular, of opportunities to find well-paid work in Europe
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in their areas of expertise, young people will be given an additional incentive
to study at higher-education institutions. Furthermore, while participating in
mobility programs allowing them to study at higher-education institutions in
Europe, Russian students will get used to the real conditions of life and work
in the West, which will greatly assist them should they then decide to seek
work abroad.

Russia’s entry into the Bologna Process may have a positive effect on the
state of Russian science —by strengthening the research potential of higher-
education institutions and through their planned participation in joint
research projects with European universities.

The weakest aspect of the activities of higher-education institutions is
the commercial application of intellectual achievements. Thus, for example,
in 2006 there were 6,836 patents awarded in Moscow. By comparison, IBM
made 3,415 patent applications; overall, 796 companies in the world receive
more than a hundred patents and evidence of intellectual property (IP) rights
every three years. Of 8oo Russian organizations examined, according to the
Moscow Committee for Science and Technology (MKNT), the highest
number of patents any one of them had was 26. But this is not just a matter of
absolute figures. The percentage breakdown of the owners of the 6,836 patent
applications is as follows: Moscow higher-education institutions, 7.5 percent;
organizations within the Russian Academy of Sciences, 1.875 percent; the
Russian Academy of Medical Sciences, 2.31 percent; and the Russian Acad-
emy of Agricultural Sciences, 1.35 percent.

We should point out that 22 percent of all the country’s scientists are
concentrated in Moscow. It seems that this has led to the country having a
“shadow” economy in intellectual property rights: over the last three or four
years in Moscow, for example, not a single patent license or other licens-
ing agreement for the use of intellectual property (know-how, trademarks,
design inventions) has been registered. Consequently, in 2006 the Rus-
sian Federation occupied forty-second place in the world in terms of pat-
ent activity: it lagged behind Jamaica and the Antilles. Only on August 2,
2009, was the long-debated law No. 217-FZ adopted. The passage of this
law was regarded as a political gesture in support of small, innovative busi-
ness. Time will tell how long it will survive. However, this affects applied
science, which is capable of generating profit and not just covering its costs.
Items of intellectual property are the basis for innovation in industry. For
example, hi-tech manufacturing, the world market for which is worth
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$2.3 trillion, is largely dominated by the following countries: the United
States accounts for $700 billion, or 30.4 percent; Germany at $530 bil-
lion, or 23 percent; and Japan at $400 billion, or 17.4 percent. In Rus-
sia, on the other hand, the figure is $7 billion, or 0.3 percent of global
hi-tech production.®

Finally, there is one more important consideration. As a full member of
the Bologna Process, Russia can in turn actively influence higher education
in Europe: the voices of more than a thousand Russian higher-education
institutions cannot but be heard when decisions are made on education.

Thanks to the Bologna Process, the European university will probably
acquire greater autonomy in the new, broader sense of the word. The Magna
Charta of European Universities (1988) confirms that “the university is an
autonomous institution at the heart of societies.” Moreover, for the Soviet
education system, just as is the case in the modern Russian system, higher-
education institutions are generally largely dependent on the Ministry of
Education, which determines the key parameters of their existence. By con-
trast, autonomy in the Bologna sense means minimal dependence by higher-
education institutions on officials and a much greater degree of public trust in
these institutions, their teachers, and their students.

So far, we have to be satisfied that a competence-based approach is gradu-
ally taking over as the new paradigm for vocational education. An analysis of
the modern employment market in Russia also reveals that the wider the area
of expertise, the easier it is for graduates of higher-education institutions to
adapt to their new places of work and carry out their work effectively.

Problems, Quests, and Prospects of Current Modernization

Today as never before, it is clear that when talking about the modernization
of education we have to discuss the changes that will permit the systemic
development of Russian higher education.

The following should be counted among the positive changes in the
development of higher education to date: the increase in public funding from
RUB 71.8 billion in 2004 to RUB 161.7 billion in 2006; the new practice of
diversifying sources of funding; support for the best higher-education insti-
tutions via the priority national project “Education 2006—2008” (RUB 37 bil-
lion shared between fifty-seven higher education institutions); equal access
to education and measures to combat corruption based on a single state
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examination (which should, of course, be improved, taking into account all
the constructive criticism of recent years); the adoption of a law on a two-tier
higher-education structure (BA and MA) in the context of compliance with
the Bologna Process, which allows us to talk about individual educational
trajectories and widens the opportunity for training competitive profession-
als for the employment market; and the involvement of business associations
in setting out the requirements they have of graduates.

These are the main problems that need to be resolved in the light of
global economic development. First of all, there is a lack of time —restructur-
ing within the economy requires new qualified personnel. It is already clear
that there is a gulf between the quality of education and growth in the neces-
sary skills levels of professionals, meaning that new technical skills need to be
acquired. Workers are needed for the “new” economy.

Then, there is the problem of the social responsibility of education and
the requirements for the adoption of necessary measures to reduce the nega-
tive consequences of the commercialization of higher education and the dan-
ger of its becoming fully governed by market mechanisms and corresponding
policies and funding.

Third, there is the sudden growth in high-quality international education
programs, which render the requirements of national quality and technology
standards even tougher (for example, the role of the Internet and information
and communications technology in the modern teaching process).

Fourth, there is the problem of demographic decline and the increase in
the average age of academic and teaching staff at higher-education institu-
tions (in 2008, about 40 percent were over 65).14

Finally, there is the need for a “revival” of science in higher-education
institutions and the effective solution of problems associated with the com-
mercial application of intellectual achievements.
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CHAPTER NINE

Health and Health Care in Russia

Today and Tomorrow

Oleg Atkov and Guzel Ulumbekova
Translated by Siriol Hugh-Jones

Introduction

This chapter discusses some of the demographic challenges faced by the Rus-
sian government since the fall of communism. It then analyzes the govern-
ment’s attempts to address those challenges and proposes several steps aimed
at improving the overall performance of the Russian health care system.

In 2006, then president Vladimir Putin referred to the demographic crisis
as the most serious problem facing Russia.! Some scholars adopted a very
pessimistic view about Russia’s future, predicting a population decline of
more than 30 percent over the next fifty years (from 143 million in 2003).2
Indeed, the fall of communism and the liberal economic reforms did result in
a rapid decline in population. This, together with the fact that the population
was aging and its health was deteriorating, posed serious economic and secu-
rity problems for the Russian state. In addition, medical services at the state-
run polyclinics and hospitals were rapidly degrading. Despite a large number
of hospitals and numerous health care personnel, the health care system had
been unable to provide an acceptable level of medical services and was faced
with many problems, including lack of public expenditures, outdated medical
and technical equipment, and inefficient management.

Section 1 of this chapter presents some population and health statistics for
the Russian Federation (RF). Section 2 examines some factors that influenced
the deterioration in the health of the Russian population. Section 3 discusses

problems in the RF health care system that affect the quality and availability
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of medical and preventive care. Section 4 evaluates the challenges that the
system will face till 2020 and the expectations of the parties concerned. In
Section 5 the authors present their recommendations for the development of
a health care strategy to improve the health status of the Russian population
according to the guidelines set by the RF government for the year 2020.

Section 1: Population Health Status in the Russian Federation

Here we look at an analysis of demography and population health status in
Russia from 1980 to 2008 compared with the European Union (EU) coun-
tries.®> Almost all indicators in the Russian Federation are worse than the
corresponding indices in “new” or “old” EU countries, and even worse than
in the USSR in the years from 1985 to 1990. The most serious demographic
and health problems in the RF are the high mortality rate of the employ-
able population due to preventable causes (cardiovascular diseases, external
causes of mortality, and cancer), the low birth rate, the growing number of
senior citizens, a high morbidity rate, and the inequality in health indicators
between inhabitants of different regions as well as between rural and urban
populations. Such health issues require urgent measures from the RF govern-
ment, employers, and the citizens.

If no steps are taken to decrease the current mortality rate and increase
the birth rate, a pessimistic scenario of the Russian Federal Statistics Ser-
vice (Rosstat) predicts a reduction in the RF population in 2031 by 12 percent
(from 141 million to 127.4 million people). Such de-population of the vast ter-
ritories of Russia would present a serious security problem as it could provoke
instability and trigger problems in managing the country, due to reduced
numbers of the employable population and men of draftable age; it could also
destabilize families as a result of the imbalance in the numbers of men and

women.

POPULATION SIZE AND COMPOSITION

According to Rosstat, in 2009 the population of the RF stood at 141,904,000
people: 63 percent were employable; 16 percent were children between o and
15 years old; and 21 percent were at retirement age. Starting in 1992 the coun-
try’s population began to decrease —from 1998 to 2005 by about 700,000 peo-
ple annually. In 2006—08, however, the average rate of reduction slowed to 1.5
and 3.5 times accordingly.
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LIFE EXPECTANCY

Starting in 2006 life expectancy in Russia grew and reached 67.9 years in
2008 (see fig. 9.1). Still, it remains low: 7 years lower than in the “new” EU
countries and 12.5 years lower than in the “old” EU countries.* The differ-
ence in the life expectancy of men and women in Russia is 12.4 years, which
is the highest index in the world. The key role in the low life expectancy of
the Russian population is played by the increased mortality of the employ-
able population, most of which are men.

MORTALITY RATE AND CAUSE-SPECIFIC MORTALITY

In 2008 the crude death rate in Russia, defined as the total number of
deaths per year per 1,000 persons, was 14.6. Despite the declining trend it
is still 1.3 times higher than in the “new” EU countries and 1.6 times higher
than in the “old” EU countries. The infant mortality rate, the total number
of deaths under one year old per 1,000 live births, has been steadily improv-
ing; it has decreased to the level of 8.5 deaths per 1,000 live newborns,
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Figure 9.2 Main causes of death in the Russian Federation since 1990 per 100,000 population

although it is still 1.2 times higher than in the “new” EU countries and 2.2
times greater than in the “old” EU countries.

Figure 9.2 illustrates the main causes of death per 100,000 people in the
RF since 1970. Cardiovascular diseases (1) were the main cause of mortal-
ity increase in Russia (1.3 times over the last fifteen years). Other causes of
death include: cancer (2), external causes of mortality (3), and digestive (4)
and respiratory diseases (5). Figure 9.2 shows that the death rate started to
improve only in 2005.

In 2008, deaths in Russia were caused mostly by non-infectious diseases,
including those of the circulatory system (57 percent), cancer (13.9 percent),
external causes (11.8 percent), and digestive (4.3 percent) and respiratory dis-
eases (3.8 percent).

Life expectancy at birth varies across the regions of the Russian Federa-
tion. For example, in the Amur and Sakhalin regions the death rates are lower
than the average level in the RF by 3.5—4.5 years. In other regions, such as
Tver, Smolensk, Tula, and Ivanovo, the death rates exceed the average value in
the RF by 1.4 times. Furthermore, the life expectancy of the rural population
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is lower than that in the urban centers by 2.6 years, while the mortality rate
for the rural population is almost 20 percent higher.

BIRTHRATE AND AGEING

The demographic problems in the Russian Federation are aggravated by the
decline in the crude birthrate. Specifically, between 1987 and 1999, the birth-
rate dropped by more than half, from 17.2 to 8.3. However, in 2007 and 2008,
it increased and reached 11.3 and 12.1, respectively, surpassing the birthrates in
the EU countries. This positive dynamic is attributed to the implementation
of Priority National Project (PNP) “Health” and an increase in the number
of women of childbearing age.’ Yet the demographic problem remains. In
particular, in 2008 the total fertility rate, defined as the average number of
children that would be born alive to one woman throughout her reproductive
period (fifteen to forty-nine years), was 1.5. For comparison, in the “old” EU
countries the total fertility rate on average is 1.56, and in the “new” ones 1.3. In
order to secure the reproduction of a population, the total fertility rate needs
to be 2.14. Efficient demographic policy has allowed the rise in this indicator
to 2 in France and 2.1 in the United States, while in Russia it is still lagging.

The number of abortions in the RF among women aged fifteen to forty-
nine years decreased by half since 1995. However, it remains too high: for
example, in 2008 there were 36 abortions per 1,000 women of childbearing
age, which amounted to 1,386,000 abortions per year; this is roughly compa-
rable to the number of births during the same year (1,714,000).

The age structure in the Russian population is characterized by a decrease
in the number of young people and an increase in the number of people aged
sixty and older. The reason is obvious: the low birth rate for the past fifteen
years, especially in comparison with the higher figures in the 1970s and 1980s.
Twenty years ago children up to fifteen years of age comprised 25 percent
of the Russian population, whereas presently they constitute only 16 per-
cent; meanwhile, the share of persons in the age group sixty years and over
increased from 18 to 21 percent.

NATURAL INCREASE RATE

Figure 9.3 illustrates indicators of the natural increase rate in Russia. Annual
natural loss in the RF averages 0.28 percent of the total population. In
2000-06 immigration influx compensated for no more than 10—20 percent
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of population loss in the RF. The situation turned for the better in 2007 and
2008 due to annual migration increases to 240,000 people, which slowed
down de-population in Russia.

MORBIDITY

The total morbidity of the Russian population has persistently increased over
the last sixteen years. On the one hand, this trend resulted from the increase
in the number of senior citizens and the more efficient detection of diseases
due to the adoption of new diagnostic methods; on the other hand, it reflects
the degradation of the health care system in the RF. For example, in 1990
there were only 158.3 million documented disease cases, while in 2008 this
number increased by 40 percent to 221.7 million cases. The recalculation per
100,000 population reveals an increase in morbidity of 46 percent; the number
of cardiovascular diseases doubled during this period, and oncologic diseases
increased by 60 percent. The rise in morbidity closely correlates with the death
rate in Russia over the same period.
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After 1990 there was a dramatic increase in the number of children
either born ill or succumbing to a disease in the neonatal period; this nega-
tive dynamic has remained unchanged; almost 40 percent of all newborns in
2000-08 had health problems.

From 1990 until 2008 the documented number of new cases of tuber-
culosis increased by 2.2 times, and one-third of those with lung TB had it
in advanced form. The registered number of new cases of syphilis has been
declining since 1995, but it still remains twelve times higher than in 1990
and almost three times greater than in 1980. Increased prevalence of these
diseases testifies to severe socioeconomic problems in the society and to inef-
ficient preventive measures.

OCCUPATIONAL HEALTH

Occupational traumatism in the Russian Federation has steadily declined
since 1990, and in 2008 it decreased to 2.5 cases per 1,000 employees.® How-
ever, the total number of fatalities caused by industrial accidents has remained
relatively high, reaching o.109 per 1,000 workers (or 1.8 per 100,000 popula-
tion), which exceeds similar indicators in the “old” EU countries by 1.6 times
and in the “new” EU countries by 1.2 times.”

Section 2: Basic Factors Affecting the Health Status
of the Russian Population

Fundamentally, the poor state of health of the Russian population since 1990
is attributable to: (1) unhealthy lifestyle, including alcoholism, tobacco smok-
ing, and drug abuse; (2) unsatisfactory labor conditions; (3) lack of an efficient
state policy for health care; (4) and underfinancing of the public health care
system (details of the RF health care system are presented in Section 3).

LIFESTYLES AND BEHAVIORS IN RUSSIA

According to World Health Organization (WHO) statistics in 2002, four
factors were responsible for 87.5 percent of all mortality cases and for 58.5
percent of all disability incidents in the RF: high blood pressure, high level
of blood cholesterol, tobacco smoking, and excessive alcohol consumption.
According to expert assessments, these relative indicators did not signifi-
cantly change over the last six years.
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Of these four factors, alcohol abuse represents the most acute problem
for population health. According to Rospotrebnadzor (the Russian Trade
and Sanitary Inspectorate), the average annual alcohol consumption among
adults is eighteen liters of pure alcohol per capita.® In OECD countries
the average consumption of alcohol is lower; although still relatively high,
it is not accompanied by abnormally high death rates. The consumption
of drinks with high alcohol content is considered one of the main reasons
for high mortality rates among employable men in Russia. According to A.
Nemtsov, alcohol consumption has an enormous impact on the number of
deaths resulting from external causes (59 percent for men and 43 percent for
women).’

Another cause of high mortality rates in Russia is smoking; tobacco
consumption increased by 87 percent in the period between 1985 and 2006,
mostly among females and adolescents. The annual increase in the number
of smokers in Russia is 1.5—2 percent. Over forty million people are regular
smokers: 63 percent of men, 30 percent of women, 40 percent of teenage boys,
and 7 percent of teenage girls. The percentage of adult smokers in Russia is
one of the highest in the world —twice as large as in OECD countries on the
average.

Drug use also has had an impact on health in the RF. Since 1995 the num-
ber of people registered as illicit drug users in medical and drug prevention
institutions increased by five times and reached 356,000 in 2008. Every year
nearly thirty thousand people are registered as first-time drug users, and 700
of them are children and teenagers. Current assessments of the actual num-
ber of people addicted to various types of drugs in Russia can exceed the
official data by five times.

The WHO states that about one-third of all cardiovascular diseases are
caused by improper nutrition. Although per capita consumption of fruits and
vegetables in Russia grew by 27 percent between 1995 and 2007, it is still much
lower than in Italy and France (the two countries with low levels of mor-
tality from cardiovascular diseases). Obesity is another cause of premature
death and long-term disability. Indeed, the life expectancy of obese people is
five to twenty years shorter than that of an average Russian citizen. Accord-
ing to the Nutrition Institute of the Russian Academy of Medical Sciences,
4754 percent of Russian men and 42—60 percent of Russian women between
twenty-five and sixty-four years of age are overweight, and 15—20 percent of
these people are obese. More than one million people are officially registered
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as obese, which is 0.7 percent of the whole population, but the real levels of
obesity and excessive weight are even higher.

HEALTH PROTECTION PROGRAMS

The RF has taken no serious steps in the health protection area since the
anti-alcohol campaign in 1984—87. That campaign, despite certain organiza-
tional drawbacks, proved to be highly successful. Within those three years
real alcohol consumption in Russia declined by almost 27 percent, which
increased life expectancy for men and women by 3.1 and 1.3 years, respectively.
Taking into consideration this relatively successful experiment in the past,
in November 2008 President Dmitry Medvedev announced his decision to
launch a massive anti-alcohol campaign. The main points of this endeavor
were formulated in the “Strategy of Long-Term Social-Economic Develop-
ment of the Russian Federation till 2020.”

HEALTH CARE FUNDING

Figure 9.4 shows gross domestic product (GDP) and public health care
expenditures (in constant currency, with the year of 1995 taken for 100 per-
cent). In 1998 and 2007 the mean annual GDP increment was 7 percent (in
prices comparable to the previous year). The annual rate of growth for health
care expenditures for the same period lagged behind the GDP growth by
almost twice. Thus economic improvements in the country were not con-
verted into a steady growth of public health care spending. Only in 2006,
tollowing the launch of the PNP “Health,” did the rate of growth of public
health care expenditures start to exceed the growth rate of GDP.

ENVIRONMENTAL FACTORS AND WORKPLACE CONDITIONS

The contraction of industrial output in Russia resulted in better overall envi-
ronmental conditions during the period between 1990 and 2008, including
reduced levels of industrial waste and less pollution of the atmosphere and
water supplies. At the same time, a significant part of the Russian population
in industrial urban regions still lives under poor environmental conditions.
In 2008 Rosstat listed ninety towns characterized by the most unfavorable
environmental conditions caused by annual atmospheric pollution exceed-
ing 1,000 tons of industrial waste. Several towns (e.g., Novokuznetsk, Chere-
povets, Lipetsk, Norilsk) showed some of the highest rates of atmospheric
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Figure 9.4 Changing rates of GDP and public healthcare expenditures (in constant prices)

pollution (more than 100,000 tons of industrial waste). In fact, Norilsk is one
of the three most polluted towns in the world.

Another factor influencing the health of the employable population in
Russia is unhygienic working conditions. According to Rosstat, the number
of employees working under such conditions in the industrial sector increased
by 1.3—2 times from 1990 to 2008, including every third worker in the mining
industry and every fourth worker in the energy and processing industries.

Section 3: The Health Care System

The main problem responsible for the limited access to and the poor qual-
ity of health care in Russia is the shortage of public health care resources.
Medical care requirements went up by at least 46 percent in the period from
1990 to 2008, while the degree of medical care guaranteed by the govern-
ment remained at the old “Soviet” level. The problem is further aggravated
by the uneven distribution of budget funds between regions and between the
urban and rural areas, resulting in low accessibility to health care services for
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populations in relatively poor regions and rural areas.

Another important problem for the RF health care system is the non-
optimal structure of the medical workforce: there is an abundance of medical
specialists and a lack of general practitioners. Low salaries of health work-
ers (30 percent below average throughout the country) explain the lack of
motivated staff. The number and distribution of hospital beds are also far
from favorable; there are twice as many beds as needed in intensive care units,
while there are not enough rehabilitation and long-term beds.

Since 1990, the Russian health care system has lost some of the best
institutional qualities of Soviet times, such as prevention, access to primary
health care services, availability of industrial and school health care, and close
coordination of services by primary care physicians. In addition to the prob-
lems reported earlier, there is a lack of public reimbursement for prescription
drugs. This leads to an increase in neglected cases and inefficient use of more
expensive hospital care.

Ineftective health care management manifests itself in the lack of strategic
planning and responsibility by health care managers for the effectiveness and
efficiency of the system.

ORGANIZATIONAL STRUCTURE

Starting in 1924 the USSR employed a health care model built on the prin-
ciples of N. Semashko (the first RSFSR Health Care People’s Commissar).!
The model was based on many efficient measures, including the distribution
of health care facilities by area," structured medical care for adults and chil-
dren, the integration of primary care doctors and specialists in the outpatient
clinics, and a strict health care process for patients. Particular attention was
given to prevention, health improvement, and industrial health care. The sys-
tem at that time was rigorously vertical in relation to subordination of the
municipal health care subsystem, first to regional and then to federal medi-
cal agencies, which ensured the integrity of financing, resource support, and
management.

The Soviet system did have its drawbacks: extensive concentration of
resources (number of doctors and beds) without taking into consideration the
quality of care; slow implementation of high technologies into medical prac-
tice; and an administrative-command style of management, which degraded
the efficiency of the overall health care system. However, with the collapse of
the Soviet Union, a number of attractive features of the health care system
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were lost: prevention was neglected, access to primary health care facilities
became dramatically unequal, and the capacity of industrial and school health
care systems was drastically reduced.’? The liberal economic reforms had a
dramatic impact on financing for the public health care system. In order to
increase funds for health care, the decision was made in 1991 to develop com-
pulsory health insurance. Although a federal law “On Medical Insurance for
Citizens in the Russian Federation” was approved, it did not secure an ade-
quate level of financing."

In 2003—04 the public health care system was divided into municipal,
regional, and federal levels with financial responsibilities correspondingly
divided." This resulted in the degradation of the system as medical care in
different areas became dependent on local and regional budgets.

Presently the public health care system in Russia looks as follows: (1) in
financing, a mixed budget and compulsory insurance model; (2) in organi-
zation structure, there are still some features of the Semashko model; (3) in
management, three levels—the federal, regional, and municipal; (4) medical
providers are of three types— public (federal and regional), municipal, and pri-
vate. Industry-sponsored medical services either remained within the federal
system (for instance, the medical service of the Defense Ministry) or became
private due to a change in type (for example, the medical service of Joint-
Stock Company “Russian Railways” [JSC “R