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vi •  Russia’s Decline and Uncertain Recovery

The precipitous decline of Russian power and influence in the world
may stand as the most significant development for international
relations of the last quarter of the twentieth century. Never in mod-

ern history has a great power fallen so far so fast during peacetime. The
initial ramifications of this decline brought the four-decade-long Cold War
to a hasty, unexpected conclusion in 1989–1991. Subsequently, in the
1990s the Russian state and people experienced a traumatic decade of
chaos and widespread impoverishment that can be compared with the
Time of Troubles at the turn of the seventeenth century or the Bolshevik
Revolution and ensuing Civil War in the early twentieth century.

In this essay, Thomas E. Graham, Jr., succinctly and lucidly analyzes the
sources of Russia’s decline during the Soviet period and the dangerous
fragmentation and erosion of state power in Russia during the 1990s. In
finding roots in Russian history for the oligarchic regime of the Yeltsin
years and the increasingly authoritarian characteristics of the Putin regime,
Graham challenges the appropriateness of the transition paradigm for
what has emerged in Russia during the past ten years. Although Graham
acknowledges that Boris Yeltsin faced a perhaps overwhelming task in
fashioning a functional Russian state from the wreckage of the Soviet
legacy, he is ultimately critical of many inadequacies and failures in Yel-
tsin’s leadership. 

As the tsars of the Russian imperial period worked with and battled
with influential boyars, so Vladimir Putin seeks to manage the new finan-
cial and regional elites of post-Soviet Russia. In the first two years of
Putin’s presidency, Russia has managed to begin growing economically
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and to enjoy greater political stability, albeit to the detriment of democracy,
free media, and human rights concerns. Whether Russia will achieve sus-
tainable economic growth, political stability, and renewed international
influence remains an open question at this point.

This essay results from a two-year project entitled “The Fragmentation
of Russia” that was undertaken by Thomas Graham while he was a sen-
ior associate in the Russian and Eurasian Program at the Carnegie
Endowment for International Peace from 1999 to 2001. The Endowment
is very grateful to the Smith Richardson Foundation, and especially to
Marin Strmecki and Nadia Schadlow, for their generous support of this
project.

Andrew C. Kuchins
Director, Russian and Eurasian Program

Carnegie Endowment for International Peace
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1

Introduction:
Misreading Russia

For much of the first decade after the collapse of the Soviet Union, the
issue of reform—of transition to free-market democracy—domi-
nated discussions of Russia in Russia itself and in the West. Russian

president Boris Yeltsin advocated reform; Western governments declared
their support and offered their assistance. This was particularly true of the
U.S. government. President Clinton’s administration came into office in
1993 determined to assist Russia in its transformation into “a normal,
modern state—democratic in its governance, abiding by its own constitu-
tion and by its own laws, market-oriented and prosperous in its economic
development, at peace with itself and the rest of the world,” as deputy sec-
retary of state Strobe Talbott, the chief architect of the U.S.
administration’s Russia policy, was wont to put it.1

Despite the obvious problems and setbacks, the American public was
repeatedly assured that Russia was making steady progress. That refrain
grew ever more persistent after Yeltsin’s surprising come-from-behind vic-
tory over his Communist challenger in the presidential election of 1996.
That election, it was declared, had eliminated the Communists as a seri-
ous long-term threat to reform in Russia. By 1997, it even appeared that
the economy was beginning to turn around after the steep decline earlier
in the decade. Talbott gave voice to that optimism in a major address in
September. Russia, he declared, was at the “end of the beginning” of its
journey toward becoming a normal, modern state. “It may be,” he said,
“on the brink of a breakthrough.”2

Russia’s financial collapse less than a year later—in August 1998—
demonstrated that Talbott had been right, though not in the way he had
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intended. It marked the failure of the grand project of quickly transform-
ing Russia into a vibrant, prosperous free-market democracy integrated
into the Western world. For those who still believed that free-market
democracy was Russia’s destiny, the transition lengthened into decades
and generations. As they looked back over the past decade, the questions
they asked were what went wrong and who was to blame. Transition and
reform continued to form the framework in which they viewed Russia. 

Many others, however, adopted a view that had been propounded by a
small group of Western observers from the very beginning: that the real
story of the 1990s was not one of reform but of decline, not of transition
but of the fragmentation, degeneration, and erosion of state power. Those
processes had their roots in the late Soviet period, but they accelerated in
the post-Soviet period as a consequence of Yeltsin’s policies and Western
advice. By the end of Yeltsin’s presidency, the central debate was whether
Russia was a “failed state” or on the road to becoming one, whether
Russia would disintegrate much as the Soviet Union had nearly a decade
earlier. Yeltsin’s successor, Vladimir Putin, admitted those dangers implic-
itly in a document released shortly before he became acting president at the
end of 1999.3

How Russia came to that juncture, after the high hopes of the immedi-
ate post-Soviet period, is a story of political shortsightedness, unprincipled
political struggle, ill health, greed, and bad fortune. Against this back-
ground of decline and unfulfilled expectations, the fundamental question
for the first decade of the new millennium is whether Russia can reverse
the trend of its first post-Soviet decade and rebuild an effective state or
whether it will move further along the path to collapse, with all the far-
reaching consequences that would entail, both in human suffering and in
geopolitical dynamics.

The Rise of “Transitology”

In retrospect, it is easy to understand why the notion of a transition to free-
market democracy dominated early thinking about post-Soviet Russia.
The Cold War had been a clash of two world systems, of two philosophies
of man and social organization. While the nuclear prowess of the two
superpowers had held the risk of a nuclear Armageddon over the world,
the assumption had always been that—barring Armageddon—victory
would go to the system that was more internally dynamic and productive.
A clear line had been drawn between a country’s internal structure and its
role in the world. 

2 •  Russia’s Decline and Uncertain Recovery

*Russias Decline  4/30/02  4:46 PM  Page 2



Hence, during the Cold War, the United States had been intensely inter-
ested in the Soviet Union’s domestic evolution. Containment may have
sought to thwart Soviet expansion abroad, but, as the author of that pol-
icy, George Kennan, had put it in his famous “Mr. X” article: “It is entirely
possible for the United States to influence by its actions the internal devel-
opments, both within Russia and throughout the international communist
movement, by which Russian policy is largely determined.” In Kennan’s
opinion, for the United States to win, it basically needed to demonstrate
the superior vitality of its own system in dealing with its domestic chal-
lenges and the responsibility of a world power.4

It is not surprising that Mikhail Gorbachev’s reforms aroused intense
interest and scrutiny in the West, for they raised the question of the via-
bility and long-term survivability of the Soviet regime. Few observers
expected those reforms to fail as spectacularly as they did, nor did many
forecast that the clash over reform would lead to the demise of the Com-
munist Party of the Soviet Union and the breakup of the Soviet Union. But
once it did, the inevitable question was the path Russia would take as it
sought to rebuild itself on the wreckage of the Soviet system.

The path toward democracy and a market economy was an obvious
one, and there were ample reasons to assume that Russia would move
down it. First and foremost, the Russian leadership under President Yel-
tsin insisted that this was the path they would follow as they sought to turn
Russia into a “normal country” integrated into the West. Moreover, it
was only logical to assume that Russia would adopt and adapt the main
features of the Western world, which had proven victorious in the Cold
War. Throughout history, defeated great powers have mimicked the victors
in an effort to restore their own greatness.

At the same time, three interrelated themes of intellectual discourse in
the United States reinforced the view that Russia would move toward
democracy and a market economy: 

• The “end of history”: This theory—articulated most vigorously by
Francis Fukuyama, a prominent American social philosopher, in a
provocative article published in 1989—argued that the twentieth cen-
tury had ended in “a victory of economic and political liberalism.” As
Fukuyama wrote, “The triumph of the West, of the Western idea, is evi-
dent first of all in the total exhaustion of viable systematic alternatives
to Western liberalism.”5

• The third wave: Writing in 1989–1990, Samuel Huntington, a leading
American political scientist, argued that the third global wave of 
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democratization had begun in 1974 with the end of the Portuguese dic-
tatorship and then spread elsewhere in Europe, Asia, and Latin
America. At the end of the 1980s, he noted, “the democratic wave
engulfed the communist world.” 6

• Globalization: Beginning in the mid-1970s, technological innovation
began to fuel growing interdependence, or globalization, which was
increasingly associated with peace, democracy, and open markets. By
the 1990s, the prevailing assumption was that the economic and tech-
nological forces of globalization would “impose on states a near
uniformity of political and economic forms and functions.”7

The theoreticians were circumspect in their judgments—and particularly
on the time frame and the ease with which these visions would come to
fruition. But the policy makers ignored the nuances in search of a frame-
work that would make sense of the post–Cold War world and provide
both a rationale and guidance for policy. “Transitology,” the study of
movement from authoritarian systems to market democracy, became a
growth industry in colleges and universities across the United States. Aid
providers seized on the premises of transitology to justify their own
endeavors and their search for the millions of dollars Western govern-
ments were allocating to assist the transition in Russia and elsewhere in the
former Soviet Union and Central and Eastern Europe.

Among the most prominent—and ardent—advocates of transitology
was, of course, the Clinton administration when it assumed office. Not
only did it believe that Russia would have to move in the direction of
democracy and a market economy; it also was prepared to help make that
happen by working closely with those Russian leaders it believed were
committed to reform, namely, President Yeltsin and the liberal economists
grouped around Yegor Gaidar and Anatoly Chubais. The administration
spoke enthusiastically of forging a “strategic alliance with Russian
reform.” The goal was to work with Russian reformers to help transform
Russia into “a normal, modern state.” More surprising, the administration
was convinced that this transformation could be made self-sustaining in
short order: The original aid packet was designed to be phased out in five
years.

During its first months, the Clinton administration took the lead in
forging a consensus among the leading Western powers about Russia’s
transition and the policies to facilitate it. It supported and promoted the
so-called Washington consensus—a focus on monetary and fiscal measures
to achieve macroeconomic stabilization—that became the West’s guide in
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pressing for economic reform in Russia. It put together an assistance pack-
age of more than $40 billion, which included debt relief, loans from
international financial institutions, and bilateral assistance from Western
powers. It encouraged the International Monetary Fund (IMF) to create a
new lending facility with looser conditionality, the Systemic Transforma-
tion Facility, that would empower the IMF to give credits to Russia before
it could qualify for a traditional standby agreement.8

The Clinton administration’s policies spawned a sprawling assistance
community in the United States dedicated to promoting reform in Russia
and elsewhere in the former Soviet Union. The U.S. Agency for Interna-
tional Development reoriented resources and diverted personnel from the
developing world, first to Central Europe and later to Russia and the rest
of the former Soviet Union. Other government agencies scrambled to get
a piece of the action. In the early years, as many as 35 U.S. government
agencies were involved in the assistance effort. Because these agencies
lacked the necessary expertise and personnel, much of the real work was
farmed out to aid “donors,” often referred to derogatively as “Beltway
bandits.”9

Outside government, two types of entities were central in promoting the
idea of a democratic, market-oriented transition in Russia to the broader
American public: banks and brokerage firms, and the media. By the mid-
dle of the 1990s, with privatization well under way and the domestic bond
market opening up to foreign investors, banks and brokerage firms with
interests in Russia began to tout it as one of the most promising emerging
markets in the world. Indeed, for a period in 1996–1997, it was the best-
performing market. Meanwhile, the media—especially correspondents of
the leading U.S. newspapers, the New York Times, Washington Post, and
Wall Street Journal—focused much of their attention on the reformers’ suc-
cesses in beating back the Communist, nationalist political challenge, in
privatizing and restructuring state enterprises, or in launching business
start-ups.10

Western Statecraft Meets Vlast’

How could the U.S. administration and its supporters have so underesti-
mated the difficulties of transforming Russia into a free-market
democracy? A large part of the answer lies in their refusal to acknowledge
the weight of history and failure to appreciate the cultural context. For the
point is that Russia was not like those Central and Eastern European
states that enjoyed much greater success in building free-market 
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democracies on the ruins of communist systems. Nor was it like many of
the Western European states themselves at the time they began to build
such democracies two to three centuries ago. The fundamental difference
lay in the nature of the state.

The modern European state was a seventeenth-century invention that
took shape after the wars of religion secularized politics and after capital-
ism had emerged as the dominant economic system. In the Western
tradition, the state grew out of society to regulate the behavior of indi-
viduals in society. In theory, the concept of natural rights put limits on the
power of the state, while the institutionalization of private property backed
up those rights in a practical sense. There was a clear sense of a division
between the public and the private, even if there were disputes over where
the line was to be drawn. 

For much of its history, however, Russia has not been a state in this
European sense.11 Most important, it was not such a state when the Soviet
Union collapsed in 1991, even if the Soviet regime had erected the facade
of a European state. Rather, what existed in Russia was a system of—to use
the Russian term—vlast’. This word has no exact equivalent in English. It
represents a mix of power and authority, bearing connotations of both
legitimacy and arbitrariness. The great Russian lexicographer Vladimir
Dal’ defined vlast’ as “the right, power, and will over something.” As 
examples of its usage, he revealingly offered the following, among others:
“The law determines the vlast’ of each official, but supreme vlast’ is above
the law,” and “As the Novgorod vlast’ had been dispersed, so had the
city.”12 In contrast to the Western tradition, in Russia, vlast’—or loosely
“the state”—created the political community, to the extent that it existed
at all. Or as the Russian historian Richard Pipes has written, “The state nei-
ther grew out of the society, nor was imposed on it from above. Rather it
grew up side by side with society and bit by bit swallowed it.”13

At one level, vlast’ represented a set of interrelationships among a small
elite centered on the person of the tsar. Within this system, politics—to the
extent it existed—played itself out. Three characteristics of this system
are crucial for understanding the profound difficulties Russia faced in
building a modern state in the 1990s.

First, vlast’ was inextricably united with the concept of property. In
Russia, there was no clear distinction between the concepts of sovereignty
and ownership, between the public and private spheres, between govern-
ment and business. For most of the tsarist period—up to Peter III’s decree
of 1762 freeing the nobility from mandatory state service—the right to use
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land was conditioned on being in the service of the tsar. Estates could be
confiscated if that service was withheld. At the same time, landholders
were permitted to mobilize resources by any means they deemed expedi-
ent. This situation has led some commentators to speak of the “statization
of personal power.”14

Second, vlast’ was indivisible. The concept of division of powers was
alien to the Russian political tradition. As one of the early theoreticians of
political power and authority in Russia wrote, “Two political powers in
one state are like two dreadful lions in one cage, ready to tear each other
apart.”15 This did not mean that vlast’ was unlimited. Indeed, from the
Muscovite period up to the Russian Revolution of 1917, those who exer-
cised vlast’ operated under many moral, cultural, economic, and political
constraints. In particular, they were under an obligation to use their land
for the benefit of their families, while peasants had customary expectations
of the services the holder of vlast’ was to provide.16 Nevertheless, the lim-
its were much less constraining than those in Western Europe.

Third, vlast’ needed a strong center—a source of legitimacy to anchor
the system, provide for its stability, and ensure its smooth functioning. At
the center of the system were numerous, powerful clans competing for
advantage. Without a strong center, this competition threatened to spin out
of control and undermine the unity of the country and thereby the liveli-
hood of the competing clans. As a leading scholar of the Muscovite period
has written, “It mattered little, in most generations, who was at the cen-
ter of this system, but it was crucially important that someone be, and that
the common allegiance to him be at least nominally unconditional.”17

Moreover, this scholar continued,

the idea of a strong tsar was essential both to the princely clans and
to the non-princely bureaucrats as the warrant of their own power
and of the legitimacy of their position—and as protection against one
another. And it was their own need for a strong tsar that led them to
deceive others—particularly foreigners—about the true extent of the
power of the grand prince, whom we know often to have been a
minor or sickly, or uninterested in rule, but who is described as “the
most powerful prince in the universe,” etc.18

The system could not tolerate a struggle over the throne itself. Indeed,
the gravest challenge to the system came when the line of the first Mus-
covite tsars (or grand princes, as they were known at the time) died out at
the end of the sixteenth century. Uncertainty over who was the legitimate
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tsar led to the decade-long Time of Troubles, before the clans assembled
once again to choose a tsar, founding the Romanov line that lasted until
the Bolshevik coup d’état of 1917. 

This system of vlast’ slowly eroded during the nineteenth century, as
Russia sought to modernize its political system to maintain its standing in
the face of more advanced European great powers. With the tsar’s decision
to grant a constitution—in response to the Revolution of 1905—Russia
was finally on the main European track of constitutional government.
Moreover, the formation of a State Duma (or parliament) on the basis of
a kind of popular suffrage was in line with developments elsewhere in
Europe. In broad terms, Russia was repeating the experience of the lead-
ing Western European powers, only with a lag of several decades.19 The
Bolshevik coup d’état, however, cut off this promising path and in many
ways returned Russia to its Muscovite roots20: 

• Power and property were closely intertwined once again. For all prac-
tical purposes, the Bolsheviks put an end to private property. The
process was completed with the collectivization of agriculture in the
1930s. The right to exploit property was now conditioned on service to
the state. According to the classic work on the Soviet nomenklatura (or
ruling class), “The main thing for the nomenklatura is power. Not prop-
erty, but power. The bourgeoisie is the propertied class, and therefor the
ruling class. The nomenklatura is the ruling class, and therefore the
propertied class.”21

• Power became indivisible, as it had been in the Muscovite period. The
Bolsheviks explicitly rejected the division of power as a bourgeois con-
cept unsuitable for a communist society. Although the state was
formally organized as an ethnically based federation with a govern-
ment accountable to a legislature elected by popular vote, real power lay
in the authoritarian Communist Party. That was a strictly centralized,
unitary body that recognized no other independent political authority. 

• The system needed a strong center—or at least the myth of one. This
center anchored the system of oligarchic competition at the highest lev-
els. In practice, the Politburo under the general secretary served as the
center, where the most powerful oligarchic groups were represented.

• As it had in Muscovite Russia, the state dominated society. Indeed, the
state’s aspirations were totalitarian—to control all aspects of human
existence—even if practical difficulties prevented the Soviet state from
achieving this goal in reality.
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As such, the nature of the Soviet state precluded any rapid transition to
free-market democracy. There simply was not enough material to work
with. Society was not sufficiently well developed to play the role of a civil
society in a democratic regime. The concepts and vocabulary of democratic
discourse had to be imported and then, in a more difficult process, inter-
nalized. The country as a whole, and the elite in particular, had to develop
a new way of thinking about political power and its exercise. A public
sphere had to be created separate from a private sphere. In short, Russia
needed to move away from its age-old tradition of vlast’. For this reason,
fashioning the building blocks of a genuine free-market democracy would
take time; putting those blocks together in a durable institutional frame-
work would require further work.

The Persistence of the Old Russian Elites

What occurred in 1991, as the Soviet Union broke up, was not a revolu-
tion, a fundamental reordering of the basis of Russia’s political and
socioeconomic system. Instead, 1991 witnessed the collapse of the frame-
work that had given that system shape. It is worth remembering that
Yeltsin and his supporters did not seize power; rather, it fell into their laps
as a consequence of the coup plotters’ ineptitude and timidity in August
and of Gorbachev’s shortsightedness thereafter. It is also worth remem-
bering that the collapse of the Soviet system did not bring in its wake a new
elite. Rather, much of the old elite—particularly outside Moscow—made
a nearly seamless transition into the post-Soviet era.

In other words, the elite did not change their fundamental views of the
nature of politics, of the nature of power, in the post-Soviet era. Those
views, in turn, informed the structures that slowly emerged to take the
place of the discarded Soviet predecessors. As a result, behind the demo-
cratic and market facade of the new Russia lay a much different substance,
one that partook very much of the old Russia. And many in the West
missed what was happening in Russia because they believed there was
only one alternative for Russia and perceived the political struggle as one
between old and new, as opposed to one between different variations of the
old, as it was in fact. 

In the absence of fundamental change, it is not surprising that post-
Soviet Russia experienced a period of decline. The Soviet Union had been
in decline for two decades before it disappeared. Moreover, it is hard to see
how the traditional Russian system of vlast’, inherited by post-Soviet
Russia from the Soviet period, could produce sustained growth when it
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had already outlived its usefulness in the late eighteenth century, as the
Russian rulers of the time had slowly begun to realize. From this perspec-
tive, the question was not so much whether Russia would decline, but
how that decline would manifest itself. Here, the personalities and policies
of the Russian state and the circumstances of the emergence of post-Soviet
Russia did make a difference.
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The Emergence of the New Russia •  11

2

The Emergence of 
the New Russia

In 1991, Russia emerged out of the ruins of the Soviet Union, not as the
ultimate goal of a detailed strategy successfully pursued, but as histor-
ical accident, the unintended by-product of the struggle for power and

property in a country in decline. Although it was far from clear at the time,
that decline began in the early 1970s, ironically at the very moment the
Soviet Union attained nuclear parity with the United States and billions of
petrodollars began to flow into the country as the result of global energy
crises. The Brezhnev era was at best a “period of stagnation,” as Gor-
bachev later declared. The problems, if not their full gravity, were well
known to both Western and Soviet analysts by the end of that era.1

The reasons for the decline lay both in the fundamental flaws of Soviet
political and economic structures and in specific, misguided policies. The
Soviet system proved incapable of dealing with the demands of the infor-
mation-technological revolution, which was gathering momentum in the
1970s. Brutal coercion may have been capable of industrializing the Soviet
Union in the 1930s and repression may have been compatible with indus-
trial growth thereafter, but they became counterproductive when progress
came to depend on creativity, innovation, and initiative, as it did with the
advent of the information age. The rigidities and incentive system of the
planned economy increased the risks and downsides of adopting new tech-
nologies. The closed nature of society retarded an appreciation of the
depth of the Soviet Union’s problems, the articulation of innovative solu-
tions, and the diffusion of new technologies. And the rejection of
“bourgeois” economics deprived the leadership of the tools (such as eco-
nomic indicators) to measure the country’s economic performance and
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the instruments (such as monetary and fiscal policies) to halt or reverse the
decline.

At the same time, the system bred corruption and disrespect for the law.
A “shadow economy,” or underground market, became essential to filling
the gaps in the country’s theoretically all-encompassing economic plan
and to providing the consumer goods and services demanded by an
increasingly urbanized, sophisticated population. But it also generated
mafias and fed corruption at all levels.2 As Martin Malia has written,
“Since this underground market was created by, and responded to, genuine
social needs, not crass ‘speculation,’ it to some degree involved the whole
population; thus everyone was criminalized in some measure, for everyone
had to have a little ‘racket’ or ‘deal’ in order to survive. . . . So everyone
was always guilty of something, and an indispensable activity was stig-
matized and stunted.”3

By the end of the Brezhnev era, the signs of decay were everywhere. At
that time, the U.S. Central Intelligence Agency calculated that the gross
domestic product (GDP) growth rate had fallen from 5.1 percent a year in
1966–1970 to 2.3 percent a year in 1976–1980. Some Russian econo-
mists have suggested that the rates were actually 2 percentage points lower.
Thus, it is possible that by the end of the Brezhnev period, GDP growth
was negative.4 Public health had deteriorated to such an extent that the
leadership simply suppressed information on health conditions.5 The lead-
ership had grown corrupt and cynical, and the population apathetic.

In the face of widespread socioeconomic decay, the Brezhnev leader-
ship squandered scarce resources on a vast military buildup and foreign
adventures rather than invest them in modernizing industry, rebuilding
much-neglected industrial and agrarian infrastructure, or repairing a
dilapidated health system. In the 1970s, the Soviet Union intervened in
regional conflicts in Africa, Central America, and the Middle East. The
imperial adventures eventually ended in tragedy in Afghanistan, where a
misguided intervention led to a prolonged conflict and ultimate defeat.
That, as much as anything else, raised profound doubts, both at home and
abroad, about Moscow’s military capabilities, strategic vision, and polit-
ical will and judgment. 

The external expansion and oil wealth—along with the U.S. crisis of
confidence in the aftermath of Vietnam and Watergate—masked the
slow, steady erosion of Soviet power in the 1970s. Nevertheless, even
then, the generation of Soviet leaders that would take over in the mid-
1980s—Gorbachev, Ryzhkov, Ligachev, Yakovlev, Shevardnadze—
recognized the pervasive rot and was determined to restore the country’s
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vitality. In a major speech in December 1984, before he assumed power,
Gorbachev argued that a concerted effort to raise the economy to a new
technological and organizational level was needed to ensure that the
Soviet Union entered the next millennium “as a great and prosperous
power.”6

Years later, after he had been removed from power, Gorbachev suc-
cinctly described the situation he had encountered when he became the top
Soviet leader in 1985:

Fate ordained that when I became head of state it was already clear
that things were out of joint. We had a lot—land, oil and gas, other
natural resources, and God did not slight us in mind or talents—but
we were living much worse than developed countries, we were falling
ever farther behind them. The reason was already obvious—society
was suffocating in the vice of the command-bureaucratic system.
Doomed to serve an ideology and to bear the terrible burden of the
arms race, society was at its limits. All efforts at partial reform—and
there had been more than a few—had failed one after another. The
country was squandering away its future. It was impossible to go on
living like this. Everything had to be radically changed.7

In the broadest terms, Gorbachev’s reform effort contained three facets:
Glasnost’ was intended to invigorate Soviet ideology; perestroika, to revi-
talize the economy; and demokratizatsiya, to modernize the political
system. In the end, however, they did not save the Soviet Union; they only
accelerated its demise, each in its own way.8

Glasnost’, and in particular the process of “filling in the blank spots”
in Soviet history, thoroughly delegitimized the Soviet state. Revelations
about the gross mismanagement of the economy—against the background
of the Chernobyl catastrophe—discredited the claims of Marxism-
Leninism to be scientific. Official efforts to rehabilitate the victims of the
Stalinist period quickly led to disturbing questions about Lenin’s legacy
and about the worth of the Great October Revolution. Likewise, revela-
tions about Stalin’s diplomacy in the 1930s raised questions about the
Soviet Union’s responsibility for the outbreak of the Second World War
and led to speculation that the heroic sacrifices of the Soviet peoples in that
war could have been avoided if Stalin had pursued a different policy
toward Germany. In these ways, Gorbachev’s policies irreparably discred-
ited the Soviet regime’s legitimizing principle, Marxism-Leninism, and
severely tarnished its two founding myths, the October Revolution and the
Soviet victory in the Second World War.
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Glasnost’ also created an opening for elites in the non-Russian ethnic
republics to press their own nationalist agendas aggressively and publicly.
Vigorous nationalist movements emerged rapidly in the Baltic states; in
Transcaucasia; and, most dangerously for the country’s unity, in Western
Ukraine. By seeking to recover their pasts—in particular, past periods of
independence—and by focusing on Moscow’s efforts to suppress genuine
national self-expression, these movements challenged the myth that the
Soviet state was a voluntary union of independent republics.

Gorbachev would have been in a better position to deal with this chal-
lenge of building a new legitimacy if his policies had generated a strong
economic upswing. Perestroika, however, only accelerated the country’s
decline. Gorbachev began the process of dismantling strict state—that is,
political—control of economic decisions by abolishing the economic com-
mittees of the Central Committee apparatus and reducing the number of
the line economic ministries in the government (although some of the min-
istries were reconstituted as state committees or industrial associations).
Gorbachev, however, failed to put in place the economic mechanisms that
would regulate the economy and foster growth. He failed to put strict
budget restraints on state enterprises, he allowed the budget deficit to bal-
loon, and he instituted policies that depleted the country’s hard currency
reserves. Instead of a market, Russia was suspended halfway between the
old command system and the new market economy. It is not surprising
that, by the end of the Soviet period, even official statistics revealed a
slight but accelerating downturn in GDP.

Third, demokratizatsiya ended in failure. The key challenge was to do
away with the party-state structure that had dominated the country since
the end of the Stalin era and to create a genuine party system and an
accountable government. That entailed breaking the power of the nomen-
klatura—or at least reorganizing the way it exercised power to make it
accountable. To that end, at the Nineteenth Conference of the Communist
Party of the Soviet Union (CPSU) in 1988, Gorbachev won approval for
a reorganization of party and state structures designed to remove party
oversight of state agencies and to establish a new institution, the Con-
gress of People’s Deputies, with a smaller working body, the Supreme
Soviet, as a counterbalance to the party. In 1990, Gorbachev went further,
eliminating from the Constitution reference to the party’s leading role and
creating a presidency and a Presidential Council clearly intended to sup-
plant two key party institutions—the general secretary and the
Politburo—as the leading state organs of power in the Soviet Union. In
addition, Gorbachev moved the country toward free and fair elections for
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the first time in its history, hoping to gain for the regime some popular
legitimacy to replace discredited Marxism-Leninism. 

Demokratizatsiya, however, failed to produce a coherent set of new
institutions of governance, while it broke the power of the party-state
apparatus that had held the country in its iron grip. Gorbachev sought to
graft new entities—the Congress of People’s Deputies and the presidency—
onto the party-state bodies he was dismantling. He never fleshed them
out. Elections, rather than bolstering the regime, underscored the growing
resistance to it, especially in the non-Russian republics. Nationalist forces
won major victories in the Baltic states and Transcaucasia. Anti-Gorbachev
forces, led by Yeltsin, formed a large faction in the Russian parliament that
succeeded in electing Yeltsin as its chairman. Eventually, the breakdown of
central institutions led to the “parade of sovereignties” of the union
republics.

By the time of the putsch in August 1991, the country Gorbachev had
set out to revive was in a shambles. That his effort ended in failure was
almost foreordained, for revitalizing the Soviet system was an impossible
task. Indeed, by 1988, Gorbachev himself and his advisers seemed to have
realized that they would need to abandon the Soviet system in fact, if not
in name, if the country was to enter the next century as a viable state;
hence, the embrace of glasnost’, perestroika, and demokratizatsiya. These
processes, however, weakened the state, undermined economic perform-
ance, and strengthened separatist and nationalist tendencies. All that
threatened the country’s unity, to which Gorbachev remained firmly com-
mitted. Gorbachev could have used force to preserve the country, but that
would have derailed his reform effort. Thus, Gorbachev was faced with a
genuine dilemma, a choice he did not want to make, between the reform
necessary to maintain Soviet power and the union threatened by that very
reform. By refusing to choose, Gorbachev sealed his fate.

The Russian Card

As Gorbachev encountered greater resistance to his policies, the issue of
Russia was unexpectedly put on the agenda. For most of the Soviet period,
Russians conflated Russia and the Soviet Union. Unlike the other fourteen
union republics, Russia had few of the trappings of sovereignty. It lacked
its own Ministry of Internal Affairs and State Security Committee or KGB,
its own Academy of Sciences, and its own television network. Ukraine
and Belorussia, not Russia, were among the founders of the United
Nations, along with the Soviet Union as a whole. Most important, Russia
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lacked its own subdivision of the key Soviet institution, the CPSU; the
regional party committees in Russia were directly subordinated to the
CPSU Central Committee.

The reason for this arrangement was obvious and, not surprisingly,
based on power considerations. Russia, simply put, was too important to
be treated as just another union republic. At the end of the Soviet period,
it accounted for three-quarters of the territory, three-fifths of the economy,
and half of the population of the Soviet Union. The overwhelming share
of the Soviet Union’s vast natural resources, including 90 percent of oil and
gas production, was located in Russia. Russia’s Communists accounted for
more than 60 percent of CPSU membership. A full-fledged Russian repub-
lic with its own Communist Party would have provided a formidable base
for challenging the Soviet leadership. Consequently, two key axioms of
Soviet politics were (1) he who controls Russia controls the Soviet Union;
and (2) there can be a Russia without the union, but there is no union with-
out Russia.9

Understanding this logic, Gorbachev’s opponents began in the late
1980s to press for the enhancement of Russia’s status as a way of mount-
ing a challenge to him and his centrist policies. Hard-line conservatives
pressed for the creation of a Russian Federation Communist Party to cir-
cumvent Gorbachev’s hold over the leading organs of the CPSU.10 The
radical democrats, after they had allied with Boris Yeltsin, turned their
attention to the Russian Congress of People’s Deputies. Neither group,
however, was interested in an independent Russia. The hard-liners hoped
to turn a Russian Communist Party into a nationalist organization dedi-
cated to preserving the Soviet empire.11 The democrats sought to build a
noncommunist, but Russian-dominated, federation out of the Soviet
Union. Indeed, according to a Yeltsin adviser, one of Yeltsin’s reasons for
turning against Gorbachev was his growing belief that the latter’s policies
were leading to the disintegration of the Soviet Union.12

In this push to enhance Russia’s status, the elites reflected the popular
mood in Russia. Russians increasingly saw themselves as the stepchildren
of the Soviet Union. Even though Russia produced about 60 percent of
Soviet GDP, it had one of the lowest standards of living in the entire Soviet
Union. By the spring of 1990, more than one-third of Russians thought
that Russia should have expanded political and economic rights, while
remaining subordinate to the Soviet Union, according to a survey by a
respected polling agency, the All-Union Center for Public Opinion
Research. That same poll revealed that more than 40 percent of Russians
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believed Russia should have full political and economic autonomy, which
could have entailed secession from the Soviet Union.13

Yeltsin’s allies had more success in playing the Russia card than the
conservative forces, in part because power was slowly flowing away from
the party to state institutions, and in part because they proved adept at har-
nessing the conservatives’ dissatisfaction with Gorbachev to their own
purposes. Although Yeltsin supporters and opponents were about evenly
split in the Russian Congress of People’s Deputies (elected in March 1990),
and despite Gorbachev’s ardent opposition, Yeltsin was able to cobble
together a coalition that elected him to the then–highest office in Russia,
chairman of the Supreme Soviet, by the thinnest of margins, just four votes
more than the minimum necessary for election. In his new capacity, Yel-
tsin quickly proposed a declaration of Russian sovereignty. Because the
conservatives were deeply opposed to Gorbachev’s leadership, the Con-
gress overwhelmingly adopted this declaration, which, among other things,
asserted the primacy of the Russian Constitution and laws over their all-
union counterparts on Russian territory.14

Less than a year later, in the spring of 1991, Yeltsin pressed for the cre-
ation of the post of Russian president, as part of the struggle against
Gorbachev, who had been named USSR president a year earlier by the
USSR Congress of People’s Deputies. A close Yeltsin adviser has written
that the Russian presidency was conceived for a state within the Soviet
Union, not for an independent state, and it was believed that Russia would
remain a part of the Soviet Union for a prolonged period.15 In fact, the post
was clearly intended to enhance Yeltsin’s status vis-à-vis Gorbachev, to
transform him into a coleader of the Soviet Union, not simply into the sole
leader of Russia.16

For that reason, much thought was given to how the first Russian pres-
ident would be selected, but little to how the institution of the presidency
would be structured and relate to other Russian institutions. Yeltsin was
to be elected president by direct popular vote (there was never much con-
cern that he might lose) so that he could legitimately claim to represent the
popular will, unlike Gorbachev, who had refused to stand for popular
election. But the amendment to the Russian Constitution creating the pres-
idency left both the president and the Congress of People’s Deputies with
claims to being the highest political authority in Russia.17 This was of lit-
tle import as long as Russia remained part of the Soviet Union, but became
an explosive issue after the union’s demise.

After the failed August putsch, Yeltsin wavered over whether to push for
the breakup of the Soviet Union.18 In the fall, he participated, along with
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Gorbachev and the leaders of six other union republics, in discussions
over a new union treaty. There was intense debate over whether to create
a new federal state or simply a confederation of sovereign states. The talks
finally reached a dead end in November. The decision to disband the Soviet
Union in December—agreed to first by Yeltsin and the heads of Ukraine
and Belarus—in many ways only marked the recognition that the Soviet
Union was beyond saving. 

Gorbachev, unsurprisingly, claims that Yeltsin consciously used the
Russian Federation to dismantle the Soviet Union, although he admits
that Yeltsin did not finally make that decision until the end of October,
despite strong pressure from a group of advisers to adopt a “Russia-first”
policy from the first days after the putsch.19 But a closer look at the record
suggests that even then Yeltsin was not determined to create an inde-
pendent Russian state outside the framework of a reorganized Soviet
Union. Nor did he abandon Gorbachev’s Soviet Union simply because, as
one study of the Gorbachev period argues, “the all-union authorities, and
Gorbachev in particular, stood between him and full power and authority
in Russia, including the symbolically important occupancy of the Krem-
lin.”20 More important considerations of Russia’s role in Eurasia lay
behind the decision to put an end to the Soviet Union in December. 

Among those considerations was Yeltsin’s and his allies’ belief that only
by forsaking the Soviet Union could they begin the radical economic
reform they thought was the key to Russia’s renewal. They understood that
the necessary reform would never be undertaken if they tried to harmonize
their program with the other, more conservative non-Russian republics, or
had to rely on the disintegrating institutions of the Soviet government.21

Yeltsin articulated that position in a key address before the Russian par-
liament in October 1991: 

We do not have the possibility of linking the reform timetable with
the achievement of all-embracing interrepublican agreement on this
issue. Russia recognizes the right of each republic to determine its
own strategy and tactics in economic policy, but we are not going to
go out of our way to fit in with others. For us, the time of marking
time has passed. An economically strong Russia will have substan-
tially greater possibilities for supporting her neighbors than a Russia
standing on the verge of economic collapse.22

Yeltsin, moreover, clearly thought that this stronger Russia would act
like a magnet on the other, soon-to-be-former Soviet republics, eventually
drawing them back into a Russian-dominated entity of some sort. Speak-
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ing before the Russian Supreme Soviet in December 1991, he justified the
accords dissolving the Soviet Union and creating the Commonwealth of
Independent States (CIS) as the only alternative to “further uncontrolled
decay of the Union.” The CIS, he noted, would have “a unified economic
space, open internal borders, and a harmonized political line and harmo-
nized reforms.”23 Later, Yeltsin argued that these accords had been
necessary “to quickly reinforce centripetal tendencies in the decaying
Union, to stimulate a treaty process.” They were not, he continued,
intended to break up the union; on the contrary, the “CIS offered at the
time the only chance of preserving a unified geopolitical space,” particu-
larly after Ukrainians had overwhelmingly supported independence in a
referendum at the beginning of December.24 Foreign minister Andrei
Kozyrev made similar points to the Congress of People’s Deputies in April
1992, noting that “in line with the logic of attempts to recreate a renewed
union in one shape or another, our priority is of course centered on mul-
tilateral institutions, not bilateral relations [with the other former Soviet
republics].”25

Concrete actions gave life to this rhetoric, underscoring the point that
Yeltsin and the Russian leadership intended to dominate the states of the
former Soviet Union and, at the extreme, even harbored visions of rebuild-
ing a Russian-dominated federation or confederation. As the Soviet Union
decayed in the fall of 1991, Russia worked to establish itself as the—not
simply one of fifteen—successor state to the Soviet Union. Russia was the
only former Soviet republic that did not formally declare its independence
from the Soviet Union. With widespread international support and the
concurrence of the other former Soviet republics, it was given the Soviet
Union’s seat in international organizations, including, most important, the
permanent seat on the U.N. Security Council. It assumed the entire Soviet
debt in exchange for the right to all Soviet assets abroad. 

More important, the Russian leadership initially tried to maintain key
structures that would have bolstered a Russian presence and influence
across the former Soviet Union. Although he said he supported the for-
mation of a Russian Defense Ministry in December 1991, Yeltsin only set
one up several months later, in May 1992. In the interim, he explored
whether the CIS Armed Forces—dominated by Russians—could be used
as a way of retarding the breakup of the former Soviet space.26 Moreover,
Russian troops remained stationed outside Russia in several other former
Soviet republics. At the same time, the Russian leadership supported the
maintenance of a ruble zone, which they hoped to dominate by establish-
ing a single monetary authority with technical control of issuing money
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throughout the zone (an idea the other former Soviet republics rejected).27

That the CIS did not live up to Russian expectations as a unifying struc-
ture was not for lack of effort on Russia’s part. Rather, that failure was
primarily due to the resistance of other former Soviet republics, especially
Ukraine, to anything that smacked of Russian hegemony. 

Finally, in dealings with the rest of the world, the Russian leadership
had difficulty articulating a set of strictly Russian foreign policy objectives.
Yeltsin and Kozyrev both believed that building good relations with the
West had to be a top priority because they saw its moral and financial sup-
port as critical to the success of reform in Russia itself. In presenting its face
to the West, the Russian leadership stressed its commitment to “universal
values.” Kozyrev even admitted in a conversation with former U.S. presi-
dent Richard Nixon in the spring of 1992 that the Russian government
had not yet had time to focus on specifically Russian interests.28

Uncertain Legitimacy

As a consequence of the struggle between the Soviet center and Russia, the
attitudes and goals of the Russian leadership, and Gorbachev’s policies,
Russia emerged at the end of 1991 as a state of uncertain legitimacy suf-
fering from institutional disarray and confronted by mounting centrifugal
forces and socioeconomic problems. Although radical democrats and Yel-
tsin had spoken eloquently of the “rebirth of Russia,” their actions
indicated they were concerned more about power and reform than Russian
statehood. After its formation under Yeltsin in the summer of 1990, the
new Russian government sought to seize those assets of the Soviet gov-
ernment that were located on Russian territory. Scant attention was given
to legitimizing Russia as a sovereign republic or independent state. 

Indeed, radical democrats presented their vision of a new Russia—
within a reformed Soviet Union—as a radical break not only with 70
years of Soviet totalitarianism, but, more important, as a departure from
1,000 years of Russian authoritarianism. That was the overwhelming
message of Yeltsin’s address at his inauguration as the first Russian pres-
ident, even though the Russian Orthodox patriarch was present and the
“Glory Chorus” of Glinka’s “A Life for the Tsar” was declared the
national anthem.29 Yeltsin’s address focused on the new beginning for
Russia, on altering the relationship between state and society that had
existed “for centuries,” on building democracy “for the first time.” He
devoted one short paragraph to Russia’s “most rich and original” cul-
ture.30 In short, Yeltsin and his allies cut the historical ties that would have
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lent their Russian state a modicum of legitimacy. (Yeltsin’s appeal to a
“democratic Russia” proved inadequate, because democratic norms alone
cannot create that sense of shared identity and destiny necessary to cre-
ate a political community, or nation.)31

In addition, the Russia that emerged from the breakup of the Soviet
Union bore little geographic resemblance to any historical Russian state,
nor did it follow the pattern of ethnic settlement. About 25 million ethnic
Russians found themselves living outside Russia in former Soviet republics.
Most Russians believed that Russia encompassed more territory than the
Russian Federation. It is telling that Yeltsin’s government sought to prevent
the foreclosure of the border issue, while casting itself as the protector of
the rights of Russians living outside Russia. Yeltsin, however, realized that
border disputes would take time and energy away from economic reform
measures. 

By maintaining some kind of union with open borders, Yeltsin hoped
to play down border issues.32 Similarly, Yeltsin wanted to protect ethnic
Russians where they lived because a flood of refugees into Russia would
have overwhelmed the country’s already fragile socioeconomic infrastruc-
ture. He avoided the use of force in protecting them because that would
have sapped critically needed resources from the reform effort and severely
strained relations with the West. A union dominated by Russia would
have increased Yeltsin’s options, at least in part because no ethnic Russians
would have in fact been living outside a Russian political entity.

The weak legitimacy of the Russian state was exacerbated by the insti-
tutional disarray in Moscow—in particular, by the situation of “dual
power” that pitted Yeltsin against the Congress of People’s Deputies.
According to the Russian Constitution, the president was the “highest
official of the RSFSR and the head of the executive branch of the RSFSR”
(article 121; RSFSR is Russian Soviet Federated Socialist Republic). At
the same time, the Congress of People’s Deputies was the “highest organ
of state power” with the right to “review and decide any question relat-
ing to the jurisdiction of the Russian Federation” (article 104).33 Beginning
in the spring of 1992, Yeltsin and the Congress competed for political pri-
macy, and little progress was made on the policy front as the competition
escalated into a life-and-death struggle that ended with Yeltsin’s victory in
October 1993. 

Weak state legitimacy and conflict in Moscow accelerated regional
efforts to enhance their autonomy from Moscow. The process had already
begun in the late Soviet period, as Gorbachev and Yeltsin sought the sup-
port of Russia’s regional leaders against one another.34 Following a number
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of union republics, the North Osetian Autonomous Republic in Russia
declared sovereignty in July 1990. The “parade of sovereignties” within
Russia gathered momentum after Yeltsin, on a tour of Russia in the sum-
mer of 1990, told audiences in Tatarstan and Bashkortostan to “take as
much sovereignty as you can swallow.” Autonomous oblasts unilaterally
raised their status to that of republics and declared sovereignty, as did sev-
eral autonomous districts, such as Chukotia, Nenets, and Yamalo-Nenets.
By the end of 1991, all the autonomous republics and oblasts and half the
national districts had declared sovereignty. Chechnya had gone even fur-
ther by declaring independence (from Russia, while remaining in the Soviet
Union).

During this period, the autonomous republics began to challenge the
Russian leadership in other ways as well. Four of them, for example,
refused to participate in the referendum creating the post of Russian pres-
ident in March 1991. In June, Tatarstan, rather than participate in the
election of a Russian president, elected its own republic president
(Mintimir Shaymiyev) instead. By the spring of 1992, six other republics
had elected their own presidents. Unlike the other regions of Russia, the
republics also successfully resisted Yeltsin’s efforts to appoint presidential
representatives to their regions to monitor their activities.

Finally, several autonomous republics—including Bashkortostan,
Chechnya-Ingushetia, and Tatarstan—sought to raise themselves to the
status of union republics within the Soviet Union. This was particularly
important for Tatarstan, which was larger in territory and population—
and potentially richer—than many of the union republics. Gorbachev
encouraged these republics as a way of undermining Yeltsin’s position
within Russia and invited several of them to participate in the negotiation
of a new union treaty. The new treaty, when finally agreed to, would have
given autonomous republics the status of cofounders of the Union of Sov-
ereign States (which was to replace the Soviet Union), but without violating
the integrity of the union.35

The treaty was never signed because the August putsch intervened. That
action, undertaken to preserve the Soviet Union, failed miserably and only
accelerated the country’s disintegration. It demonstrated the essential hol-
lowness of the all-union structures, while fueling the Russian leadership’s
efforts to seize key parts of the remaining all-union structures. Moreover,
after the putsch, Yeltsin moved quickly to disband the CPSU on the terri-
tory of the Russian Federation, thus eliminating the structure that had
lain at the base of the federation’s administrative network. That step not
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only furthered the breakup of the Soviet Union; it also—unintentionally—
strengthened centrifugal forces within Russia. 

As a result, independent Russia’s territorial integrity was under threat
from the moment the Soviet Union ceased to exist at the end of December
1991. Yeltsin moved quickly to secure it. On March 31, 1992, Moscow
signed the Federation Treaty with all the regions, save Chechnya and
Tatarstan. The treaty comprised three agreements, one for each of the
three types of administrative districts with the federation: the 20 ethnically
based republics; 49 oblasts, 6 krays, and the cities of Moscow and Saint
Petersburg; and the 10 national districts and 1 autonomous oblast.36

The treaty may have gone some way toward securing Russia’s integrity,
but it did not by any means end the acrimony between Moscow and the
regions. Many ethnically Russian regions were disturbed that the republics
had received a privileged position. In their agreement, the resources on
their territory were declared the property of the people living in the
republics, a clause missing from the other two agreements. In addition,
many of the republics, such as Sakha, signed protocols with Moscow that
dramatically lessened their tax burden to Moscow. To right these per-
ceived wrongs, several ethnically Russian regions contemplated declaring
themselves to be republics. 

Moreover, the treaty failed to put an end to tensions between Moscow
and the regions because it was signed at the time the conflict between Yel-
tsin and the Congress began to escalate. The Congress was concerned that
Yeltsin’s steps to build a presidential pyramid—which included appointing
presidential representatives in all the regions—threatened its own author-
ity. In addition, the presidential and congressional bureaucracies were
increasingly locked in a bitter struggle to control the process of divesting
Soviet assets. Although most regional elites sought to stay out of the strug-
gle in Moscow, they sought to exploit it to enhance their own autonomy.
Tatarstan went the farthest, except for Chechnya. In March 1992, more
than 60 percent of the voters supported independence in a referendum held
in Tatarstan. In November, Tatarstan adopted a new constitution, in which
it declared itself to be “a sovereign state, a subject of international law . . .
associated with the Russian Federation–Russia on the basis of a Treaty on
the mutual delegation of powers and spheres of authority.”37

The conflicts in Moscow, between Moscow and the regions, and among
the regions reached their apogee in 1993. The struggle for primacy between
Yeltsin and the Congress of People’s Deputies passed through a failed
attempt to impeach Yeltsin, followed by a popular referendum on Yeltsin’s
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policies, which he won convincingly. Yeltsin then convened a constitu-
tional conference, with the goal of drafting a new Constitution that would
clearly delineate the responsibilities of the executive and legislative
branches, among other things. The conference proceeded surprisingly
smoothly on this score, but ran into an impasse on federal structure that
would ultimately undermine the entire process. The ethnically based
republics were intent on maintaining their hard-won status as “sovereign
states,” with its corresponding privileges. The ethnically Russian regions,
however, resented what they saw as discrimination and sought to create
equal conditions for all of Russia’s regions. By late summer, it was clear
that the conference would not resolve conflict among Russia’s competing
power centers.38

There followed quickly a series of events in the fall and winter of
1993–1994 that appeared to put an end to this period of drift in Russian
state building. In September, Yeltsin unilaterally disbanded the Congress
of People’s Deputies. A two-week standoff ended in violence in the streets
of Moscow, as Yeltsin used force to put down a rebellion by forces loyal
to the Congress. Yeltsin then had drafted a new Constitution providing for
a strong presidency, which was adopted by popular referendum in Decem-
ber 1993. The Constitution eliminated the problem of “dual power” and
bolstered recentralizing forces. In February 1994, Moscow and Tatarstan
signed a bilateral treaty, in which Tatarstan recognized itself to be part of
Russia. Contrary to expectations, however, the period of drift was far
from over.
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3

The Crumbling of 
the Russian State

With the routing of the Supreme Soviet in October 1993, Yeltsin
eliminated the destabilizing consequences of “dual power” and
restored the principle of indivisible power, structured around

the presidency. The new Constitution did away with the ambiguities of the
old, leaving no doubt as to the center of power in the political system—
even creating a “superpresidency,” according to many commentators. The
president was no longer simply the “highest official of the RSFSR.”1 He
was now the head of state and guarantor of the Constitution and the
rights and freedoms of Russian citizens. He was to defend the sovereignty,
independence, and territorial integrity of Russia; ensure the coordinated
functioning of the organs of state power; and determine the main direc-
tions of foreign and domestic policy (Constitution, article 80). He was
made the commander in chief (article 87). Unlike under the old Constitu-
tion, he now had the right to dismiss the Duma (article 84). Removing him
from office was no longer a matter of majority vote by the parliament, but
of a long process involving both the upper and lower houses of the Fed-
eral Assembly (or parliament), the Constitutional Court, and the Supreme
Court (article 93). Overriding his veto no longer required a simple major-
ity, but a two-thirds majority in both houses of the parliament (article
107). At the same time, the president retained his extensive power to
appoint officials of the executive and judicial branches.2

As developments were to demonstrate, however, the superpresidency
was a myth, not a reality, at least as long as Yeltsin remained president. The
process of erosion, degeneration, and fragmentation of power continued,
if hardly in a straight line. The reasons were many and interrelated. With
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his hands-off leadership style, Yeltsin never deployed the full powers of the
presidency; later, his failing health would have prevented him from doing
so, even if he had desired to. Shortly after his reelection in July 1996, his
health problems fueled a succession struggle, which only further eroded the
government’s discipline in policy making and implementation, while ulti-
mately creating a new form of “dual power” appropriate to an ostensibly
democratic regime. Elite groups exploited Yeltsin’s weaknesses and the
disarray of the reform process to build powerful political–economic coali-
tions, in part by privatizing parts of the state. As the elites in Moscow
struggled for supremacy, the country continued its socioeconomic decline,
which slowly robbed the state of the resources to govern effectively.
Regional elites, not surprisingly, exploited the disarray in Moscow to assert
ever greater autonomy.

The disarray in Moscow and the growth of regional autonomy—what
could be called the crumbling of the Russian state—quickly combined
with the broader socioeconomic decline to form a vicious circle. The crum-
bling accelerated the decline by leaving the country without effective
institutions to regulate economic activity, eroding the quality of public
goods (such as health, education, the court system, and the economic
infrastructure), and creating an opening for organized crime. The decline,
in turn, deprived the state of the resources it needed to rebuild its capac-
ity to govern effectively. 

Yeltsin’s Waning Presidency

As one constitutional scholar commented early in the Yeltsin presidency,
“We have a Presidency with extremely hypertrophied powers . . . but it
does not have sufficient possibilities (legal or political or in the regions) to
fully exercise those powers.”3 Two leading Russian analysts have described
this combination of great inherent power and practical weakness as “impo-
tent omnipotence.”4 Part of that practical weakness was a result of Yeltsin’s
own style and, particularly during his second term (1996–1999), his
increasingly fragile health.

Yeltsin was never a hands-on president deeply involved in the details of
government. As one of his advisers put it delicately, “Not interfering in the
current work of the Government, he would as much as he could play the
role of the political cover, defender of the staging area that was necessary
to move Russia along the path of reform.”5 At the same time, Yeltsin
sought to give policy direction—and expand his own room to maneu-
ver—through his personnel appointments.6 This did not require much
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time or energy from the ailing Yeltsin. Governmental shake-ups were com-
mon, particularly during Yeltsin’s last two years in office, as he sought a
loyal successor who would both protect him from any political or legal ret-
ribution and continue, in broad terms, his policies (which probably meant
little more than no return to the communist past).7 He fired four prime
ministers in the seventeen months before he appointed Putin as prime min-
ister and designated him his successor in August 1999. 

Coupled with Yeltsin’s hands-off style was his lack of a well-articulated
vision for Russia and a detailed strategy for pursuing it. According to one
of his advisers, his vision was vague to the extreme, mounting to little
more than helping Russia become a prosperous country.8 A strategy was
largely nonexistent, something that led to indecision, especially after key
political victories. One Kremlin insider noted that “after each victory, he,
as a rule, devined poorly how to use its fruits, what to do next. Yeltsin’s
well-known, ‘deeply meaningful’ pauses are explained most often by the
fact that in a series of cases and situations he did not know what to do con-
cretely.”9 Another was more succinct: “Yeltsin is incredibly tenacious in
holding onto power and incredibly disinclined to use it.”10

Finally, Yeltsin’s declining health greatly eroded his political authority.
From the very beginning, his prolonged absences at critical moments were
noted, for example, for several weeks in the fall of 1991 after the failed
August putsch, when the structure of the new Russian government was
being decided. His absences grew longer as his health deteriorated. After his
reelection, as one of his advisers wrote, “It was obvious to all who witnessed
the official beginning of Yeltsin’s second term that the leader’s health had
become one of the key factors in Russian politics.”11 By the time he resigned
on December 31, 1999, he was largely an absentee president. Health prob-
lems strictly limited his channels of information. By the end of his term, only
a handful of people had reliable access to him, most notably his daughter
Tatyana Dyachenko and his ghostwriter Valentin Yumashev. These prob-
lems also allowed senior government officials to pay less heed to his
preferences. As a Kremlin insider wrote, “The reasons for the contradictions
in the White House [Russian government] were so deep and the risk of
becoming the victim of the president’s anger so small, that his words
changed nothing in the relations among the members of the cabinet.”12

More important, Yeltsin’s fragile health distracted the political elites
from the urgent task of rebuilding Russia by thrusting them into a pro-
longed succession struggle. Yeltsin’s reelection should have removed
the issue of succession from the political agenda for two to three years.
His health meant it would be otherwise because of the constitutional
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provisions for succession. The Constitution provided that, should the
president leave office prematurely for any reason, the prime minister
would serve as acting president for three months, during which elections
would be held for a permanent successor (article 92). As a consequence,
would-be successors had to be prepared to run at a moment’s notice,
while making preparations for elections in mid-2000, if Yeltsin were to
serve out his term. In many instances, the exigencies of short- and long-
term campaigns contradicted one another. Many candidates, including
Krasnoyarsk governor Alexander Lebed and Moscow mayor Yuri
Luzhkov, suffered at least tactical losses for “false starts” in the presi-
dential campaign. Likewise, the power brokers faced the problem of
needing a candidate for both a sprint and a marathon. Often, however,
that meant backing—or wavering between—two or more candidates.

In addition, Yeltsin’s dubious health turned the prime ministership
into a central field of battle, with deleterious effects for the smooth func-
tioning of the government. The possibility of patronage, command over
an executive apparatus with lines into every region, and the chance that
he could become acting president all make the prime minister a key fig-
ure in any succession drama. After Yeltsin’s reelection, all successive prime
ministers were viewed as his possible successors, including both Cher-
nomyrdin and Yevgeny Primakov, who had obvious political weight, as
well as Sergey Stephashin, who lacked a commanding presence, and
Sergey Kirienko, a true lightweight who had been brought to Moscow to
serve in the government only a year before he was appointed and who was
a mere 35 years old. The rapid turnover in prime ministers in Yeltsin’s last
two years was a reflection of both the sharpening succession struggle and
concern in Yeltsin’s inner circle that his health might not hold up.

The turnover was also a consequence of the political instincts and inse-
curities of Yeltsin, who insisted—until a few weeks before his
resignation—that he would serve out his term and pass power to a suc-
cessor who would preserve his legacy. There was more than concern about
his legacy at work, however. As numerous commentators noted, Yeltsin
was profoundly jealous of his prerogatives as president and deeply resented
any suggestion of a campaign to succeed him. This made the job of prime
minister almost untenable. Because of Yeltsin’s frailties, the prime minis-
ter was compelled to assume greater responsibility and authority, even to
encroach on presidential prerogatives, if only to keep the government
operating at a minimal level of efficiency and coherency and to represent
Russia with dignity abroad. This inevitably enhanced his attractiveness as
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a presidential candidate, which in turn raised the risk that Yeltsin would
come to see him as a rival. 

Assuming the responsibility without provoking Yeltsin’s ire was a line
no prime minister was able to toe for long (with the exception of Putin—
and one wonders how long he would have lasted had Yeltsin not decided
to step down six months early). Yeltsin fired both Chernomyrdin in March
1998 and Primakov in May 1999, in large part because they appeared too
presidential. And he did this with a seeming lack of concern for the con-
sequences for Russia’s development. Chernomyrdin was fired at just the
moment that the country needed governmental stability and strong lead-
ership to deal with the mounting pressures of a global financial crisis,
which finally overtook Russia five months later. Likewise, Primakov was
fired just as he was beginning to push key legislation through the Duma
that was required by the much needed loan agreement with the IMF.13

Throughout Yeltsin’s second term, as was so often the case in Russian
history, power took precedence over policy. The uncertainties about suc-
cession—and its far-reaching consequences for concrete individuals,
including the question of physical survival for some—only concentrated
the focus on the question of power. The constant shuffling and battling for
position eroded the government’s coherence and discipline and thereby its
capacity to govern effectively and to translate Yeltsin’s policy preferences
into concrete actions. It is not surprising that few ambitious leaders—and
certainly no would-be presidents—were prepared to risk the tough, unpop-
ular measures needed to address the country’s deepening ills. 

The Power–Property Nexus

The succession struggle was fought out primarily by the oligarchic groups
in Moscow, which dominated Russian politics at the national level.14 Even
Yeltsin’s advisers thought that to be the case: “Yeltsin’s victory in the 1996
elections was not a repetition of his triumph in 1991. . . . For the country,
his victory came at the cost of a radical strengthening of the oligarchic
clans, of a tormenting farewell with the ‘Yeltsin era,’ dragged out over four
years.”15 Boris Berezovsky, one of the original “oligarchs,” fueled this talk
in the fall of 1996 with a comment that seven bankers together controlled
more than half the Russian economy and played a dominant role in the
political process.16 For many observers, the oligarchs were a very small
group (at best a dozen or so) of well-connected, fabulously rich, and polit-
ically influential businessmen. This was a gross oversimplification of a much
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more complex reality, but it did capture the fundamental truth of Russia’s
being ruled by a narrow elite bound together by ties of power and property.

That an oligarchy emerged in post-Soviet Russia should not have come
as a surprise. Certainly, such a development had to rank high among the
possible scenarios in 1991, if only because Russia had for most of its his-
tory been ruled by an oligarchy of one sort or another. The tsar and the
boyars of Muscovy, the emperor and aristocracy of Imperial Russia, the
general secretary and the nomenklatura of the Soviet Union all formed oli-
garchies. What distinguished these oligarchies from Western analogues
was the near total absence of private property (except for the period from
the late eighteenth century to the Bolshevik coup d’état of 1917). Almost
all property formally belonged to the tsar in pre-Soviet Russia or to the
state during the Soviet period. Those in power granted individuals the
right to exploit property on the condition of service to the tsar or state. In
other words, the right to exploit property was conditional on some form
of service to the state. To quote once again the words Mikhail Voslensky
used in his classic work on the nomenklatura: “The main thing for the
nomenklatura is power. Not property, but power. The bourgeoisie is the
propertied class, and therefore the ruling class. The nomenklatura is the
ruling class, and therefore the propertied class.”17

This link between power and property has made Russia a corrupt soci-
ety almost by definition. For most of Russian history, there has been no
clear distinction between the concepts of sovereignty (governance of peo-
ple) and ownership (the right to dispose of property), between politics
and business, between the public sphere and private sphere. State officials
were expected to use their positions for private gain; many—particularly
at the lower levels—had to take bribes simply to maintain a decent stan-
dard of living.

Yeltsin may have administered the coup de grâce to the Soviet oli-
garchy, already weakened and thrown into disarray by Gorbachev’s
reforms. He may have disbanded the Communist Party of the Soviet
Union, the central structure of the Soviet oligarchy. But he failed to elim-
inate or radically alter the power–property nexus that had historically
nourished Russian oligarchies.

In the first few years after the Soviet collapse, access to power was crit-
ical to obtaining property and building wealth, to a great degree because
of the state’s formal control of most property, the way in which state prop-
erty was privatized, the immaturity and deficiencies of Russia’s market
economy, and state trade and monetary policies.18 Access to power, for
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example, was essential to obtaining the licenses and approvals to engage
in lucrative rent-seeking activities, such as:

• Exporting at world prices commodities that were purchased at low
state-controlled domestic prices. For example, domestic oil prices were
1 percent of world prices in the spring of 1992. By early 1995, they had
risen to only one-third of world prices.

• Importing so-called critical imports at special exchange rates. Russian
importers of grain, for example, paid only 1 percent of world prices for
the grain they imported, but could sell bread products at ordinary
domestic prices. The special exchange rates were abolished in 1993.

• Obtaining subsidized state credits from the Central Bank. Such credits
were halted in September 1993, except for agriculture.19

Likewise, access to power was critical to being designated an “author-
ized bank,” an exceedingly profitable status. Such banks were private
commercial banks granted the right to handle budgetary funds of the cen-
tral, regional, or local governments. These banks held the accounts of, for
example, the tax authorities, customs authorities, and Ministry of Finance.
The banks made huge profits by delaying budget transfers so that their
managers could use the money to invest in high-yield government securi-
ties. Some made money by granting loans to various government agencies
(using funds on deposit from other government agencies).20

Finally, access to power was critical to success in the privatization
process, which was riddled with insider deals. Privatization began in the
late Gorbachev period with so-called nomenklatura privatization, as party
and state officials simply expropriated state property for their personal use.
Voucher privatization, from 1992 to 1994, put a legal base underneath the
process, but because of political compromises, much of the privatized
property wound up in the hands of the Soviet-era managers.21

The next phase, cash privatization, which began in 1994, became noto-
rious for its insider dealing. The most infamous episode was the
“loans-for-shares” program of late 1995, under which a few well-placed
financiers obtained control of leading oil companies and other strategic
enterprises at cut-rate prices. Under this program, worked out by a few 
financiers and the government, banks were to lend the government money
in exchange for the right to manage the state’s shares for a specified term.
If the state did not repay the loan by the end of the term, the banks would
have the right to sell the shares, splitting the profits between themselves and
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the state. The loans and any sales were supposed to be open to competi-
tive bidding. Typically, the banks selected by the state to organize the
auctions also won the bidding.22 According to one leading banker, the
winners of the auctions were all known in advance: “Simply put, the mat-
ter concerned the ‘appointment as millionaires’ (or even billionaires) of a
group of entrepreneurs, who, according to the plan, were to become the
main supports of the regime.”23

Power and property remained tightly intertwined throughout the Yeltsin
era because the institutionalization of the rule of law proceeded slowly,
because legal codes were contradictory and enforcement arbitrary, and
because the court system was underdeveloped. Not only were property rights
not fully protected under the law, but also, because it was almost impossi-
ble to engage in business without breaking some laws, businessmen sought
out political patrons, or became politicians themselves, to protect their prop-
erty.24 They had to engage actively in politics to diminish the chances of
politicians inimical to their interests coming to power and manipulating the
law, among other means, to challenge their property rights.

If there was any change in the relationship of power and property, it was
that, in sharp contrast to the Soviet period, the relationship was no longer
one way. Not only could power be converted into property; property could
be converted into power. Even though property rights were poorly defined,
those in power could not simply fire the holders of property, as they used
to in the Soviet period. Moreover, politicians needed resources, especially
money, to run electoral campaigns and undertake other activities essential
to staying in power. This need gave property owners some influence over
power holders. 

As a result of this continuing tie between power and property, a new oli-
garchy quickly coalesced around Yeltsin as the sole symbol of legitimate
power in the country after he put an end to the period of dual power in
1993. This oligarchy manifested itself in the form of powerful, albeit loose,
political–economic coalitions built around the control of key positions in
the central government, of financial and industrial capital, of mass media
and information-gathering agencies, and of instruments of coercion. By the
fall of 1995, four of them had emerged as the preeminent political players
at the national level, engaged in bitter competition to control key positions
in government and lucrative economic assets. (Yeltsin was not directly
associated with any of these coalitions. Rather, he stood above them as the
arbiter of their disputes, intervening in their conflicts from time to time to
regulate them, readjust the balance, and maintain or expand his own room
to maneuver.)25 The four coalitions were:
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• The Chernomyrdin coalition, built around government bureaucracies
outside the economic policy bloc and industry-led financial-industrial
groups, such as Gazprom (the giant gas monopoly) and Lukoil (Russia’s
leading oil company), that had grown out of the old Soviet branch min-
istries;

• The Luzhkov coalition, or Moscow Group, built around the Moscow
mayoralty’s control of key political processes and economic assets
within the city of Moscow;

• The Korzhakov-Soskovets coalition, built around the metallurgical sec-
tor (especially aluminum), arms exports, and the presidential security
apparatus; and

• The loose Chubais-Berezovsky coalition, built around the economic
policy bloc in the government and the new bank-led financial-industrial
groups, which controlled most key national media, such as the Alfa,
Interros, Most, and Rosprom groups.

There was nothing permanent about these coalitions, however. During
the next five years, the bitter struggle for power and property destroyed
some coalitions and led to the formation of new ones. During this time,
three dramatic shifts occurred. The first arose from the bitter struggle
between the Korzhakov-Soskovets coalition and the other three for pri-
macy in Yeltsin’s reelection and the spoils of his hoped-for victory in 1996.
This struggle ended in a dramatic showdown between the first and second
rounds of voting that destroyed the Korzhakov-Soskovets coalition (both
Korzhakov and Soskovets were dismissed from their government posts
and, shortly thereafter, lost control of the resources that had once made
theirs such a potent coalition). 

In the victory over the Korzhakov-Soskovets coalition, however, lay
the seeds of the destruction of the Chubais-Berezovsky coalition, as its
leading elements fell out over the division of property. This was the second
dramatic shift. The key event was the auction of a blocking share in the
national telecommunications company, Svyazinvest, in the summer of
1997. The dispute over this erupted in a very public “information war”
that ended with many of Chubais’s closest allies being dismissed from key
government positions and Berezovsky being removed from the Security
Council. 

The final dramatic shift came with the financial collapse of August
1998, which shattered the coalition structure of the time, breaking it down
into its constituent parts. These parts gradually reformed into two major
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coalitions—one around Primakov and Luzhkov, the other around Yeltsin
and Putin—that strove for primacy in the Yeltsin succession.26

This intense struggle among elites militated against government disci-
pline and efficiency, for the government itself was the central arena in
which these oligarchic groups vied for political and commercial advantage.
They sought to insert their allies into key positions or to suborn officials
for their causes. And because of this struggle, the government itself was
fragmented and incapable of articulating and implementing policies
intended to address Russia’s deepening socioeconomic ills. 

The Broader Context: Severe Socioeconomic Crisis

The disarray in the central government both fueled and was fueled by the
broader socioeconomic crisis that marked the entire Yeltsin presidency.
This, of course, was not the course Yeltsin and his advisers had plotted
when they came to power in the fall of 1991. To the contrary, they were
firmly convinced that Gorbachev’s policies of half reforms had led to the
collapse of the Soviet Union. Yeltsin’s team was prepared to make the
choice Gorbachev had refused to make—between the Soviet Union and
radical reform—and they made it in favor of reform. The logic was sim-
ple: The necessary reform would never be undertaken if they tried to
harmonize their program with those of the other, more conservative non-
Russian republics.

Yeltsin and his advisers, however, did not have a detailed or well-con-
ceived strategy for reforming Russia. Most of their thought went into the
economic component, whose goals were to break the state monopoly over
the economy, privatize much of the country’s economic assets, monetize the
economy, and integrate Russia into the global economy—thereby laying
the basis for the emergence of a strong market economy. But even here
much of the detail was lacking, as one of the Russian government’s foreign
advisers of the time has written.27 Yeltsin, however, like many of his advis-
ers, believed that the reforms would turn the country around quickly—in
six months to a year.28

Yeltsin could not have been farther off the mark. In reality, under Yel-
tsin, Russia experienced a socioeconomic crisis unprecedented for a major
industrial power not defeated in a great war. Although there is much
debate over the causes of the decline—misguided policies, incomplete
reforms, a tough conservative opposition, momentum out of the Soviet
period, allegedly anti-Russian policies by the West—few doubt that the
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costs of the Yeltsin years were staggering, in both real and psychological
terms.29

Statistics cannot begin to capture the full costs of the decline, but they
provide a sense of the scale of the problems. With the breakup of the
Soviet Union in 1991, Moscow almost overnight lost half the population,
two-fifths of the gross domestic product, and a quarter of the territory it
had once controlled. Between 1992 and 1999, the Russian economy col-
lapsed in real terms by nearly 40 percent, according to official statistics. By
the end of the Yeltsin period, the Russian economy ranked sixteenth in the
world (when calculated by exchange rates) or tenth (in terms of purchas-
ing power parity); it was about a tenth of the size of the U.S. economy.30

Public health told a similar story of decline and decay. During the
1990s, life expectancy fell for both men and women. For men, the decline
was dramatic, from 64.2 years in 1989 to as low as 57.6 in 1994 before
rebounding to 61.3 in 1998.31 Contagious diseases, such as tuberculosis
and diphtheria, began to make comebacks. According to a leading Amer-
ican demographer, “Russia’s health profile no longer remotely resemble[d]
that of a developed country; in fact, it [was] worse in a variety of respects
than those of many Third World countries.”32

More important, the socioeconomic and governmental breakdown had
dire consequences for two key symbols of state power and authority: the
military and money.

The military, once the pride of the country, was on the verge of ruin in
the late 1990s, according to a leading Duma expert, as a consequence of
slashed budgets, neglect, corruption, political infighting, and failed
reform.33 Budget outlays fell from about $130 billion in 1992 to as little
as $40 billion in 1998.34 The overwhelming share of that money was allot-
ted to salaries and provisions. Even then, military officers frequently
moonlighted to augment their pay; commanders used units to perform
services for local officials and businessmen to earn money for provisions;
and enlisted men were frequent sights on the streets asking for money or
other items, even in the center of Moscow. Little money was left for train-
ing and equipment. Duma experts estimated that new weapon systems
accounted for 20 to 30 percent of the military’s armament and equip-
ment.35 Corruption among high-level officers was rampant. In early 2001,
for example, several senior officials in the Ministry of Defense were under
investigation for malfeasance.

Overall, there was a sharp deterioration in military discipline and capa-
bilities, as evidenced by the poor performance of the Russian military in
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the first Chechen campaign of 1994–1996 and the somewhat better—but
far from satisfactory performance—in the second campaign beginning in
the early fall of 1999.36 More worrisome to the leadership, Russia faced
formidable financial and technological challenges in maintaining the long-
term credibility of its strategic nuclear deterrent, arguably its sole claim to
great-power status.37

Similarly, Moscow did not manage to maintain a reliable countrywide
financial and monetary system at any point during Yeltsin’s presidency.
Although the ruble remained the nominal currency, regions and enter-
prises issued quasi-currencies in the form of promissory notes. Barter
became an increasingly prominent part of the system. A government sur-
vey in 1998 suggested that the overwhelming share of commercial
transactions (up to 75 percent) took place outside the monetized sector, in
the form of barter or currency surrogates.38 Moreover, a large share of eco-
nomic activity was conducted in the “shadow economy.” (The actual size
of this economy was the subject of much debate: The Russian govern-
ment estimated it at 25 percent of the economy for official purposes, but
some observers believed it might have been as high as 40 percent.) 

Much of the activity in the shadow economy was carried out in the form
of barter or in dollars. By definition, it lay outside the taxing authority of
the state. The prominence of barter and the shadow economy eroded the
central government’s ability to collect taxes; in fact, there was a steady
decline in federal tax revenue as a share of GDP, which reached a low point
of 9.0 percent in 1998 before rebounding to 13.4 percent in the last year
of Yeltsin’s presidency.39 In August 1998, the financial system finally col-
lapsed, as a consequence of Moscow’s inability to collect taxes and its
effort to cover the budget deficit through foreign borrowing and the
issuance of various domestic debt instruments that amounted to little more
than a massive pyramid scheme.40

It is not surprising that this crumbling of the state was reflected in pop-
ular attitudes during the Yeltsin presidency. For the first extended period
in modern Russian history, the state was neither feared nor respected. The
lack of fear was evident in the pervasive tax and draft evasion, as well as
in such mundane matters as the widespread nonobservance of traffic reg-
ulations. The lack of respect was evident in the general disregard for
national holidays and monuments and the profound public distrust of
high-ranking government officials and central government institutions,
repeatedly recorded in public opinion polls.41 Kremlin intrigue fed cynicism
about the state, while Yeltsin’s deteriorating health, both physical and
mental, reinforced pervasive doubts about the state’s strength and will.
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Centrifugal Forces in the Regions and Moscow’s Disarray

This general socioeconomic decline, coupled with the acute competition of
the Moscow-based coalitions for power and position, eroded Moscow’s
capacity and will to control political and economic processes elsewhere in
the country. Ambitious regional leaders quickly exploited this disarray to
seize key regional economic assets and to consolidate their autonomy vis-
à-vis Moscow; the more timid leaders were compelled to assume more
responsibility simply to survive.42 Moscow elites facilitated this develop-
ment, as they made concessions to regional elites in an effort to obtain their
support in the battles in Moscow. This was particularly true of the presi-
dential campaign of 1996, when active support from regional leaders was
critical to Yeltsin’s come-from-behind victory. His most consequential deci-
sion was to relinquish his power to appoint the heads of regional
governments and allow them to be popularly elected. The popular legiti-
macy elections conferred on regional leaders vastly strengthened their
independence vis-à-vis Moscow.

The extent of this regional autonomy is all the more remarkable
because, with rare exception, the regions remained dependent on Moscow
for budget support. Part of the explanation lies in the incoherence of the
central government. Regional leaders did not have to approach a unified
government for money. Rather, they could deal with multiple sources of
financing in Moscow—some technically state sources, some technically
private ones—and play on their contradictions to obtain the best deal for
themselves. Back in their home regions, political leaders and enterprise
managers formed protection circles to advance their common interests
against Moscow and to subvert many of its economic reform initiatives.
In addition, regional leaders used their control over local resources to sub-
orn local representatives of federal agencies, who found themselves at the
mercy of local authorities for housing, conveniences, and other amenities.
Even military commanders found it necessary to cut deals with the local
authorities to ensure themselves and their troops continued flows of food,
energy, and other provisions. 

Moscow made periodic efforts to reassert its authority in the regions,
but without much success. After the signing of the bilateral treaty with
Tatarstan, Moscow concluded that it was more promising to deal with the
regions individually rather than as parts of collectives, such as ethnically
based republics or ethnic Russian regions, as it had in the first years after
the Soviet breakup. This approach gave Moscow some flexibility, because
it was under less pressure to extend concessions given to one region to the
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collectives as a whole. In 1994 and 1995, Moscow negotiated bilateral
agreements with most of the ethnically based republics; in 1996, it
extended this practice to the most important ethnic Russian regions. By the
middle of 1998, it had signed such agreements with more than half of the
country’s 89 regions. Many of these agreements, however, contradicted the
Russian Constitution, and most gave the regions control over federal prop-
erties located on their territory. Thus, although this approach might have
undermined cooperation among regions—something Moscow saw as pos-
itive—it had the additional consequence of enhancing the regions’
autonomy individually and eroding respect for the Constitution. Whether
Moscow on balance gained from this approach is an open question.43

In another attempt to reassert Moscow’s prerogatives, Anatoly
Chubais—who was named head of the presidential administration after
Yeltsin’s reelection—moved in 1996 to enhance the power and authority
of the presidential representatives in the region. This effort came to naught,
however, largely because Moscow lacked the money to give the represen-
tatives the resources they needed to play that role and because the Chubais
coalition was diverted by challenges to its position in Moscow from rival
coalitions. The most graphic example of Chubais’s weakness was his fail-
ure to remove one of his most visible nemeses, Yevgeny Nazdratenko, as
head of the Maritime Province despite a concerted effort for several
months to do so. The Kremlin went so far as to appoint the local director
of the Federal Security Service (FSB), Viktor Kondratov, as the presiden-
tial representative and to decree that Nazdratenko had to coordinate all
appropriations of transfers from the federal budget with Kondratov. 
Nazdratenko survived not only because of strong support from the provin-
cial elite, but also because he could draw on support from allies in Moscow
who were intent on undermining Chubais. 

Moscow’s weakness—its inability to govern effectively and rein in cen-
trifugal forces—was cast into graphic relief by the financial meltdown of
August 1998. With Moscow in profound disarray, regional leaders moved
quickly and boldly to assert their prerogatives and to insulate themselves
from the consequences of the financial crisis. Many acted unilaterally to set
price controls and forbid the export of certain products, primarily food-
stuffs, from their regions (although in both cases the implementation was
not always effective). Some spoke of creating local currencies or gold
reserves. Primakov, at the time of his confirmation as prime minister in Sep-
tember, warned that there was a growing danger of Russia splitting up and
vowed to take tough steps to avert it.44 In particular, he advocated dis-
continuing the election of regional governors in favor of their appointment
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by the president. But little came of these efforts because Primakov became
bogged down in a struggle with the Kremlin that ultimately led to his dis-
missal in May 1999.

Return to “Feudalism”

By the end of the Yeltsin period, Moscow’s weakness was generally rec-
ognized in the West, and much attention was focused on regional
governors and presidents and the leaders of major financial-industrial
groups, or the so-called oligarchs, as the real holders of power. That view,
however, tended to exaggerate their role and overlooked the great dispar-
ities in power relationships across Russia. Governors and republic
presidents may have been the most powerful figures at the regional level,
but their power was limited by local elites, much as Yeltsin was con-
strained by national and regional elites. The mayors of administrative
centers, especially if popularly elected, and the heads of major enterprises,
particularly if they provided the bulk of funds to the regional budget,
often acted as effective counterweights. Gubernatorial and republic pres-
idential elections provided graphic evidence of these limits. In the electoral
cycle from September 1996 through February 1997, incumbents won only
24 of 50 elections. In 1998, they won 5 of 11 contests.45

Similarly, the oligarchs faced growing competition from regional busi-
nessmen from the mid-1990s onward. The financial meltdown of August
1998 and the ensuing economic turmoil further undermined their posi-
tions, in part because their banks were heavily invested in federal
government securities, unlike most regional banks.46 All the oligarchs were
initially compelled to downsize their empires and retrench, and a few even
went bankrupt, although predictions of the demise not of individual oli-
garchs but of the oligarchy as such proved wide of the mark.

Moreover, during the Yeltsin era regional leaders did not capitalize on
their newfound possibilities by developing joint positions vis-à-vis
Moscow. The eight interregional associations—formed in the early 1990s
to coordinate socioeconomic programs and policies across broad regions—
were noteworthy primarily for their lack of concrete action.47 The
Federation Council, where the regional leaders sat ex officio beginning in
1996, never developed the corporate identity the State Duma did. It met
infrequently—once or twice a month for two to three days. Regional lead-
ers preferred to spend their few days in Moscow each month not debating
legislation but individually lobbying government officials and private 
financiers for funds. Although dozens of agreements were signed between
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regions, the preferred channel of communication was the vertical one with
Moscow. Regional leaders focused on signing bilateral treaties with
Moscow that delineated powers suited to their own situations, rather than
on developing a uniform set of rules governing federal relations.

Finally, the regions grew more and more isolated from one another
during the 1990s. The breakdown of the countrywide production
processes of the Soviet period and the accompanying sharp economic
decline gave regions less reason and capacity to deal with one another. At
the same time, the liberalization of the economy opened up greater possi-
bilities for foreign trade. Imports surged by more than 70 percent between
1992 and 1997 (the last year before the financial crisis sharply reduced
imports).48 On average, only a quarter of a region’s product was sent to
other Russian regions, slightly less was exported abroad, and the rest was
consumed locally.49 Housing shortages, the close link between the work-
place and social services, and other constraints on labor mobility tied most
workers to their place of employment and impeded the development of
national labor markets.50 Sharp increases in fares, declining income, and
the general deterioration of infrastructure sharply reduced interregional
travel.51 Similarly, regional newspapers, which were now successfully com-
peting with Moscow-based national papers for local audiences, were
extremely difficult to obtain outside the area where they were published.52

As a result, Russians had less and less access to information about what
was happening in other regions, even if national television kept them
abreast of the political conflicts among the Moscow elites.

Thus, the weakening of power in Moscow, contrary to widespread
impressions in both Russia and the West, did not create strong regions.
Rather, the situation at the end of the Yeltsin period was better summed
up as “weak center—weak regions.” That is, the striking feature of the
Russian political and economic system was the absence of concentrations
of power anywhere in the country that alone were capable of controlling
the situation or of creating a coalition for that purpose. In this sense,
Russia had become “feudalized.”53

Why Has Russia Nonetheless Stayed Whole?

In this absence of strong, organized centers of power, with the central
state growing ever weaker, the mystery for many during the Yeltsin period
was why the country had not long since disintegrated. As was noted above,
Primakov warned that the country was in danger of splitting up after he
was confirmed as prime minister in September 1998. Putin, shortly before
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he took over from Yeltsin at the end of 1999, sounded a similar warning.
The acts of regional authorities, he asserted, had put into question “the
state’s constitutional order, the very effectiveness of the federal Center and
the governability of the country, and the integrity of Russia.”54 Several fac-
tors, however, continued to bind the country together—and still do today.

At one level, the country’s basic infrastructure, economic and political,
militated against breakup. The so-called natural monopolies—Gazprom
(the giant gas monopoly), RAO UES (the United Power Grid), and the rail-
roads—all have networks that link the country together, as does the river
transport system. Those areas not served by these networks are isolated
regions in the Far North.55 Similarly, national television, the source of
information for the overwhelming majority of Russians, helps bind the
country together.56 In addition, most of Russia’s regions depend on trans-
fers from the federal government to fund their activities. In 1997, for
example, only eight regions did not receive money from the federal Fund
for the Financial Support of Subjects of the Federation, although even
these received funds for federal programs carried out on their territory.57

Finally, the Constitution provides a framework for governing the coun-
try, even if most bilateral agreements between Moscow and individual
regions, many regional charters, and much local legislation violate consti-
tutional provisions. These violations are better seen not as challenges to the
country’s unity but as part of a multifaceted negotiation on building fed-
eral structures. Regional leaders speak primarily of the proper balance of
power between Moscow and the regions, not of independence.58

But infrastructure is hardly a sufficient glue for a country, as the demise
of the Soviet Union demonstrated. The four more compelling reasons for
Russia’s continued existence as a state stem precisely from the ways 
Russia differs from the Soviet Union.

First, geography. Simply put, Russia is located a long way from any
place that matters outside the former Soviet Union. Only 12 of 89 regions
border on a country that was not once part of the Soviet Union, whereas
another—Sakhalin Oblast, an island—lies close to Japan. As a result, the
overwhelming majority of regions, should they declare themselves inde-
pendent, would find themselves isolated within Russia or the former Soviet
Union. This acts as a powerful disincentive to secession. By contrast, all 15
of the constituent republics of the Soviet Union bordered on foreign states
or open seas, and all felt the inevitable tug of neighboring, non-Soviet
regions, particularly after the demise of Russia’s East European empire.

Second, dispersal and fragmentation of power. Unlike the Soviet Union
and other countries that have broken up, Russia lacks two or more major,
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organized, geographically based centers of power vying for control of the
country (which at the extreme could lead to civil war) or seeking to set up
independent states. In Russia today, there are no analogues to the Soviet
and Russian leaderships, whose competition ultimately brought down the
Soviet Union. (Those who are advocating a reduction in the number of
Russian regions through amalgamation as a way of building a more
rational federal system, if they succeed, could ironically wind up creating
major competing centers of power that would put the country’s integrity
at greater risk. The same danger could arise if the current seven federal dis-
tricts, created by President Putin, were to be consolidated as political
entities.) Likewise, there are no significant separatist forces outside of
Chechnya and, perhaps, Dagestan, but even the formal independence of
either of those regions would not tear the country apart. 

In addition, the fragmentation and dispersal of power tend to localize
unrest and minimize the consequences of governmental crises in Moscow
for the country as a whole, even if they do not preclude unrest and gov-
ernmental crises (in fact, both have occurred frequently during the past
decade). The best example is perhaps the North Caucasus, where it is sur-
prising that long-standing instability in several ethnically based republics,
including prolonged, brutal warfare in Chechnya, has not yet merged into
a regionwide conflagration.

Third, ethnic homogeneity. During the past two centuries, the breakup
of ethnically homogeneous countries has been rare: The only major coun-
try to come close was the United States during the mid-nineteenth century.
Russia, however, is a much more ethnically homogeneous state than was
the Soviet Union. According to the last census (1989), ethnic Russians
accounted for slightly more than 50 percent of the Soviet population; they
account for more than 80 percent of the Russian population. Muslims
accounted for about 18 percent of the Soviet population but only 8 per-
cent of Russia’s population.59 Moreover, ethnic Russians are the largest
ethnic group in all but 11 of the 32 ethnically based provinces of the Rus-
sian Federation. In 18, they form an absolute majority.

Furthermore, as polls consistently demonstrate, the overwhelming share
of the population and elites of Russia wants to live in a Russian state. To
the extent that Russians do not recognize the Russian Federation as their
country, it is because they believe Russia is something larger—including
much, if not all, of the former Soviet Union—not because they want to see
the federation collapse.60 In large part, this sentiment is a consequence of
a common history, culture, and customs. 
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Fourth, the international environment. No major power sees Russia as
a strategic rival, as they once did the Soviet Union. None currently sees the
breakup of Russia as in its interest, even if many may see benefits from a
weak Russia. Europe and the United States are already concerned about
the implications of Russia’s weakness for the safety and security of
weapons of mass destruction and the materials to build them, the prolif-
eration of such weapons, and the potential spillover effects of major
instability in Russia. Russia’s breakup would only heighten those con-
cerns. For its part, China is seeking to build partnerlike relations with
Russia, both because of the technology transfers it hopes to receive and
because it believes it can use Russia to help counter the United States in
East Asia.

In sharp contrast, the United States did see a major interest in the weak-
ening of the Soviet Union and devised and implemented strategies in
pursuit of that goal. Although the United States officially had no stated
interest in the breakup of the Soviet Union, its policies often worked in that
direction. The United States refused to recognize the incorporation of the
Baltic states into the Soviet Union, whereas its support for human rights,
and by extension, nationalist movements, especially in Ukraine, wittingly
or not, encouraged separatist tendencies. Moreover, those separatist move-
ments could turn to influential diasporas in the United States and elsewhere
for political and material support.

There are, of course, threats to Russia, but none appears unmanageable
at the moment. No outside power is prepared to exploit Russia’s weakness
and interfere aggressively inside the country, for two reasons. First, per-
ceptions of Russia’s weakness lag behind realities, and the conventional
wisdom is that Russia will eventually regain sufficient power to back its
great-power pretensions. In the meantime, Russia’s large nuclear arsenal,
although deteriorating, still serves as a symbol of power sufficient to deter
major outside intervention. Second, most of Russia’s immediate neighbors
are focused on their own domestic agendas rather than external expansion
(e.g., China, Iran) or on rivalries with states other than Russia (e.g., India
and Pakistan). Some states (e.g., Iran, Saudi Arabia, Turkey) are undoubt-
edly fishing in the muddy waters of the Caucasus, including territories
within the Russian Federation, but their strategic goals are limited to the
Caspian region and Central Asia. More to the point, none has the capac-
ity to project substantial power further into Russia.

Even if the leadership had agreed, it would have found the idea that the
country was unlikely to break up of limited comfort. For the forces that
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bound the country together offered only a possibility of recovery. Alone,
they did little to ensure that Russia would regain a semblance of its former
strength and be restored to a central place in world politics. Rather, there
remained a deep anxiety that the decline would continue, that Russia
would be even more marginalized in world affairs. That was the environ-
ment in which Putin took over from Yeltsin on December 31, 1999.
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Putin’s Russia •  45

4

Putin’s
Russia

From the time he became prime minister in August 1999, Putin was
determined to use his power and authority to stop the rot, to rebuild
the Russian state, and to regain its standing in the world. “Russia,”

he wrote in a long document, “Russia at the Turn of the Millennium,”
issued just before he took over, “is experiencing one of the most difficult
periods in its centuries-long history. Let’s admit that for the first time in the
last 200–300 years, it is facing a real danger of falling into the second, if
not the third, echelon of states in the world. The nation will have to exert
tremendous intellectual, physical, and moral effort to avoid this fate. Coor-
dinated creative work is called for. No one will do it for us. Everything now
depends only on our ability to recognize the degree of danger, to rally
together, and to set ourselves to a long and difficult enterprise.”1

In that same document, Putin frankly made the case for how far Russia
had fallen behind the world’s leading economic powers, as a consequence
of 70 years of communist mismanagement and 10 years of misguided
reform efforts. In the 1990s, he noted, the economy had collapsed by
nearly half. It was now one-tenth the size of the U.S. economy; one-fifth
that of China’s. The industrial plant was obsolescent. Putin reported expert
calculations that the economy would have to grow at no less than 8 per-
cent a year for the next 15 years for Russia to attain the GDP per capita
now enjoyed by Portugal or Spain. He allowed that those calculations
might overstate the case, but he argued nevertheless that many years of
hard work would be needed to enable Russia to catch up with the leading
economic powers. 
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The key to Russia’s renewal, in Putin’s mind, was a strong state. “I am
absolutely convinced,” he said in an interview shortly after he became
acting president at the end of 1999, “that we will not solve any problems,
any economic or social problems, while the state is disintegrating.”2 More-
over, he thought that rebuilding the state required a recentralization of
power in Moscow, or, more precisely, in the Kremlin (or the executive
structures of the state). “From the very beginning,” he said, “Russia was
created as a supercentralized state. That’s practically laid down in its
genetic code, its traditions, and the mentality of its people.”3 In another
place, he noted, “A strong state is not an anomaly for a Russian, it is not
something to fight against; rather, it is the source and guarantee of order,
the initiator and main moving force of any changes.”4 Although he has
laced his remarks with talk about democracy, his views on the state when
he took over from Yeltsin reflected traditional Russian attitudes toward
power and the state, with their stress on its being strong, centralized, and
paternalistic.

Even before he took over from Yeltsin, Putin had in the public mind
begun the effort to rebuild the state. The second Chechen war, which
began in the summer of 1999, just as Putin was named prime minister, was
very much Putin’s war and critical to his rise to power. For him, dealing
with the Chechen rebels was an integral part of putting an end to the dis-
integration of the Russian state. Chechnya, he argued, was one of the
major reasons for the strength of organized crime in Russia. And he feared
that, if Chechnya were to leave the Russian Federation, it would become
a staging ground for attacks by extremist groups on Russia. Moscow had
to restore its writ to Chechnya, Putin said; otherwise, that region would
“destroy the state and do direct and irreparable harm to all peoples living
in Russia.”5

In a sense, in setting out to rebuild the state, Putin was simply repeat-
ing the rhythm of Russian history, in which a period of recentralization
follows one of drift, disorder, and anarchy. Moreover, he was pursuing a
course that, at least in the abstract, enjoyed widespread support among the
Moscow-based political elite. Indeed, almost any plausible alternative to
Putin as president would likely have laid out a similar agenda; as has been
the rule in past Russian succession struggles, the one to succeed Yeltsin was
more about power than policy. Primakov had in fact pursued such a pol-
icy during his brief tenure as prime minister; Luzhkov ran Moscow much
in the way Putin would like to run the country as a whole; and Commu-
nist leader Zyuganov had long supported rebuilding a strong, centralized
state. All of them would have likely pursued this agenda with less energy
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and zeal, however, because each was by nature more cautious and perhaps
because they had a deeper understanding of the complexities of the Rus-
sian political system. In short, there was hardly anything unusual in the
task Putin set himself, and there was considerable elite and popular sup-
port for his program in the abstract, even if elites were deeply concerned
about how his concrete actions would affect their individual fortunes.

Reasserting the Kremlin’s Power

Putin did little to rebuild the state during his time as acting president, as
the presidential campaign unfolded. He did not even make an effort to pre-
pare a substantial plan of what he intended to do if he were elected.
Nevertheless, immediately after he was inaugurated on May 7, 2000, he
moved aggressively against the competing power centers—the regional
barons, the oligarchs, the media, and the Duma—in an effort to reassert
the Kremlin’s power and prerogatives. 

He began with the regional barons.6 The attack was three-pronged.
The first prong was a decree establishing seven federal districts headed by
presidential representatives appointed by Putin to monitor activities in the
regions that fell within their districts. The representatives had three main
tasks: (1) to coordinate the activities of all federal agencies in their districts,
(2) to ensure that regional legislation was brought into compliance with the
Russian Constitution and federal law, and (3) to monitor tax collection
and the flow of federal money in their districts. To underscore the impor-
tance of these representatives, they all reported directly to the head of the
presidential administration and were given seats in the Security Council,
a leading policy-making organ at the time the districts were created. 

The representatives’ chief task was to impose greater federal control
over the regions, not to administer the regions or oversee economic devel-
opments. The boundaries of the districts and the actual representatives
underscored that task. They coincided, for the most part, with the borders
of the districts for the military and internal troops (not with the eight
interregional economic associations set up under Yeltsin). Five of the seven
representatives were drawn from the power ministries—two from the
KGB, two from the military, and one from the Ministry of Internal Affairs.

The second prong was a bill restructuring the Federation Council,
which had been composed of the heads of the executive and legislative
branches of all of Russia’s regions since 1996. The council had met only
infrequently to deal with bills passed by the Duma and a few other mat-
ters exclusively reserved for it by the Constitution. Putin wanted to turn
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the council into a permanently sitting body, which would require that the
governors and heads of regional legislatures relinquish their seats in favor
of deputies who could spend the bulk of their time in Moscow legislating.
The bill he proposed—and quickly moved through the Federal Assem-
bly—required the governors and heads of the regional legislatures to step
down in favor of deputies they would delegate to the council by January
2002 at the latest. This arrangement had two advantages from Putin’s
standpoint. First, it would deprive the governors of a direct voice in fed-
eral legislation. Second, and more important, it would deprive the
governors of their immunity from criminal prosecution (which all deputies,
at any level, enjoy under the Russian Constitution).

The third prong was another bill that allowed the president to dismiss
regional leaders and disband legislatures for actions that contradicted fed-
eral law. The procedure for doing either of these was long and involved.
It called for warnings by the president, responses by the regional author-
ities, and findings by various courts, procedures that could take several
months at a minimum. Nevertheless, the law provided Putin with a strong
psychological advantage over the governors, all of whom have violated
federal laws in one fashion or another.

The campaign to rein in the regional barons was followed by a series
of well-publicized attacks on business leaders—including the opening of
some criminal cases for tax evasion. During the election campaign, Putin
had promised to eliminate the oligarchs as a decisive political force and
to make big businessmen “equally distant” from the Kremlin. The attacks
were intended to give substance to these declarations, to put the oligarchs
on notice that they would no longer be allowed to ride roughshod over
the government.7 When Putin met with eighteen oligarchs shortly there-
after, he assured them that there would be no general review of the
privatization process, although he left open the possibility of reviewing
specific cases (presumably involving his critics). His goal was not to rena-
tionalize, but, more simply, to compel big business to work in the interests
of the state.8

Part of the campaign against the oligarchs included moves against two
of the most visible—Boris Berezovsky and Vladimir Gusinsky—who overtly
used the media they controlled to advance their own political and com-
mercial agendas. In particular, Putin was concerned about their control of
two leading television stations, ORT (Russian Public Television) and NTV
(Russia’s largest private television station), in large part because television
had become the primary medium in the formation of public opinion.9
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The campaign against Gusinsky had in fact begun in the summer of
1999, when he broke with the Kremlin over the choice of a successor to
Yeltsin. Gusinsky had used his media to promote not Putin but rather two
of his chief rivals: Moscow mayor Luzhkov and former prime minister 
Primakov. At that time, to increase pressure on Gusinsky, the Kremlin
began to use its leverage to have loans recalled by state banks and
Gazprom, the giant gas monopoly in which the state held a nearly 40 per-
cent share. The campaign accelerated after Putin’s inauguration, in part
because Putin himself, by most reports, had become personally involved—
he was reported to be particularly disturbed by Gusinsky’s media’s sharp
criticism of the war in Chechnya and their deprecating remarks about his
wife. The headquarters of Gusinsky’s media empire was raided by gov-
ernment officials in the first week after Putin’s inauguration; a few weeks
later, Gusinsky himself was put under arrest for three days.10

During the same period, Berezovsky came under attack, largely because
of uncomplimentary reporting about Putin and his policies by ORT, which
Berezovsky controlled. According to Berezovsky, he was threatened by
the same type of treatment meted out to Gusinsky if he did not divest
himself of his interests in the television station. The General Procuracy put
pressure on Berezovsky, calling him in for questioning in the Aeroflot
embezzlement case, a case in which he had once been charged with illegal
business activities. Berezovsky charged that Putin had given him a choice
of being a “political prisoner or a political emigre.”11 The pressure worked:
Berezovsky finally decided to sell his shares to a business partner, who then
turned the channel over to effective control of the state.12

Finally, Putin and his allies worked to ensure that the Duma was as
compliant as possible. The effort began with Putin’s backing of the Unity
bloc during the parliamentary campaign, a bloc that had been hastily cob-
bled together at the beginning of the campaign from the ranks of
second-tier regional leaders. Its strong second-place finish ensured that
the Kremlin would have a large, malleable bloc of loyalists in the new
Duma. Once it convened, Putin’s team cut a deal with the Communists,
which allowed one of its members to continue as speaker and gave them
a large number of committee chairmanships, while limiting the Commu-
nists’ room for maneuver against Putin. In this way, Putin created a sizable
bloc of supporters in the center of the political spectrum and gave himself
great latitude in dealing with the Duma. On economic legislation, he could
move to the right to form a coalition with reformist parties, while on
issues of state building he could form a majority by moving to the left.
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Statecraft and Economic Growth

While taking on these various power centers, during his first year in office
Putin also sought to revive the symbols of statehood and to legitimize the
Russia that emerged from the wreckage of the Soviet Union, a goal Yeltsin
had never pursued with much vigor. Putin catered to the interests of the
military and increased its public prominence, not only because it had been
instrumental in his rise to power, but also because historically it was a
potent symbol of the Russian state. He sought to restore the continuity of
Russian statehood and underscore the fundamental legitimacy of today’s
Russia by reaching back to both Soviet and tsarist traditions. That effort
is perhaps best illustrated by his decision in the fall of 2000 to restore the
old Soviet anthem (with new words) as the national anthem, while main-
taining the prerevolutionary tricolor and double-headed eagle as the
national flag and herald. 

Another aspect of restoring historical continuity was evident in Putin’s
foreign policy. For the first part of Yeltsin’s presidency, Russia had—at least
in the minds of many Russians—subordinated its own interests to those of
the West, in what proved to be the false hope that substantial Western
assistance would quickly revive the country. After Yeltsin’s reelection and
the naming of Primakov as foreign minister, Russian foreign policy began
to slowly reorient itself away from the West. Multipolarity became the
watchword. Putin pursued this course with even greater vigor, in part
because he was younger, in part because he did not have Yeltsin as his
superior. To the surprise of most observers, once inaugurated, Putin
launched an activist foreign policy, with high-profile visits to several Euro-
pean capitals, as well as to China, India, Japan, and North Korea. He
reenergized relations with a number of former Soviet client states, includ-
ing Cuba, Iraq, and Libya.

In this way, during his first year as president Putin underscored his
intention that Russia play the role in world affairs that it had played for
the past 300 years or more: that of a great power. Moreover, his approach
harkened back to an earlier period when there were widespread doubts
about Russia’s ability to play a major role in world affairs, namely, the
period after Russia’s humiliating defeat in the Crimean War. Russia’s for-
eign minister then was Alexander Gorchakov, who, despite Russia’s defeat
and deep domestic troubles, pursued an active, multipolar policy that—in
the prevailing reading among Russia’s political elite—both maintained
Russia’s prestige as a major European power and, more important, created
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a breathing space for it to rebuild internally. According to foreign minis-
ter Igor Ivanov, 

Gorchakov saw the main task as creating the best external conditions
for the pursuit of the liberal reforms begun by Emperor Alexander
II. . . . Gorchakov understood well that Russia’s vast territory, its
unique geographical location linking Europe and Asia, and its insuf-
ficient economic development in comparison with other leader world
powers at the time called for an active but cautious foreign policy
that avoided adventures of any kind.13

In other words, acting like a prudent great power created the conditions
for Russia to rebuild the economic basis it needed to back its great-power
pretensions.

The reassertion of Russia’s role in the world occurred against a back-
ground of solid economic growth. Contrary to the dire predictions of
many observers, the financial crisis of August 1998 did not accelerate 
Russia’s economic decline. Rather, it marked a turning point, after which
the economy began to grow at an impressive rate, by more than 5 percent
in 1999, by more than 8 percent in 2000 (the best economic performance
in Russia in about 30 years), and by more than 5 percent in 2001. Grave
problems remained—something Putin was to remind Russians of period-
ically—but there was a palpable increase in optimism and confidence
among Russian government officials and businessmen alike.14 That atti-
tude was reinforced by the widespread view that Russia had engineered
this recovery largely on its own, in the absence of Western loans, techni-
cal assistance, and investment, which had been sharply curtailed after the
financial crisis. Under such circumstances, it is perhaps not surprising that
Putin’s popularity remained incredibly high. For most of his first year in
office, his favorable rating hovered above 60 percent (in stark contrast to
Yeltsin’s rating of 2–3 percent during his last year in office).

Lingering Questions about Putin

Despite this impressive start, two years after Putin’s inauguration, there
remained considerable questions about the extent to which he had tamed
the rival centers of power and consolidated his own position. To be sure,
Russia appeared much less unruly than it had during Yeltsin’s last year in
office, there was less public debate, and the media had grown more timid.
Nevertheless, the power struggle continued behind the scenes (much as it
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has throughout Russia’s history). Three features of Putin’s Russia under-
scored the limits of his power.

First, Putin had not yet mastered the Kremlin, where (according to con-
ventional wisdom) three groups were locked in an intense struggle for
power and influence: “the Family” (Yeltsin’s cronies who were responsi-
ble for naming Putin as Yeltsin’s successor), the security services (drawn
from Putin’s colleagues from his Saint Petersburg days), and the liberal
economists (many of whom also hail from Saint Petersburg). Each group
controlled significant assets. By most accounts, for example, the Family
included the head of the presidential administration (Alexander Voloshin),
the prime minister (Mikhail Kasyanov), the secretary of the Security Coun-
cil (Vladimir Rushailo), several other ministers, and several leading
bankers, among others. The security services were ensconced in the power
ministries (with Sergey Ivanov as minister of defense, Nikolai Patrushev as
head of the FSB, and Boris Gryzlov as minister of internal affairs). The lib-
eral economists were well placed in the macroeconomic bloc of the
government, with Alexei Kudrin as minister of finance and German Gref
as minister of the economy and trade. By many accounts, Putin desired to
distance himself from the Family—and free himself of any obligations he
had assumed when it engineered his designation as Yeltsin’s successor—but
lacked the wherewithal to do so, in large part because of the vast resources
(both human and material) in the Family’s hands.15

In addition, public disputes among key government officials under-
scored the limits of Putin’s power and authority, especially because no one
was disciplined. For example, early in 2001, the president’s economic
adviser and the head of the presidential administration disagreed publicly
with the prime minister over the restructuring of the country’s state-owned
electric utility monopoly, with the head of the presidential administration
even accusing the prime minister of failing to incorporate all of Putin’s
changes in a decree on the restructuring before submitting it to the gov-
ernment for approval. Similarly, the president’s economic adviser publicly
rejected the prime minister’s announcement that Russia would not pay all
its foreign debt due in 2001. Finally, the general procurator went before
the Duma to denounce a law on legal reform, which had been drafted by
the presidential administration with the strong backing of Putin himself.
Despite Putin’s claim to have instilled greater discipline in the federal
bureaucracy, all the officials involved in these public disputes remained in
place on the second anniversary of his inauguration.16

Second, the oligarchs were still far from tamed, even if their autonomy
had been trimmed somewhat since Putin came to power. The Family was
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just one of the oligarchic groups that still controlled extensive economic
and political influence. With rare exception, the oligarchs of the Yeltsin
era survived, joined by a number of other businessmen who had attained
oligarch status under Putin. Their influence remained considerable. They
spent 2001 consolidating their holdings and increasing the role of big
business in the economy as a whole.17 What had changed since the Yel-
tsin period was that the oligarchs had become much less public in the way
they sought to exercise power and influence in the Kremlin and govern-
ment—something that most of them found quite agreeable, for it had
spared them public scrutiny. At the same time, contacts between the oli-
garchs and the government had grown more institutionalized, particularly
after these businessmen took over the leadership of the Russian Union of
Industrialists and Entrepreneurs in November 2000. That allowed both the
oligarchs and the government to present their contacts as a natural lob-
bying activity.18

Third, the governors, like the oligarchs, saw their autonomy con-
strained, they displayed less of an inclination to become involved in
national politics, and they were more intent on publicly proclaiming their
fealty to Putin. But they were tenacious in their efforts to retain power over
local economic and political resources. The seven superpresidential repre-
sentatives had not displaced the governors as the key powers in the regions,
nor was it clear they would do that, given the severe resource constraints
they faced. Most of them in fact remained dependent on resources that
only the governors could provide to carry out their work; many of their
subordinates found their meager salaries supplemented by the regional
elites. That necessity decreased the representatives’ clout over the gover-
nors.19 In addition, the Kremlin’s poor record in getting its candidates
elected in the regional elections of 2000 and 2001 underscored the limits
of its authority. At the same time, the governors also won a major con-
cession from the Kremlin that allowed the overwhelming majority of them
to run for a third term, in conflict with a federal law limiting them to two
terms originally passed at Putin’s request.20

Moreover, the campaign to bring regional laws into compliance with the
Constitution and federal legislation proved less than impressive on close
examination. Although the number of regional laws in noncompliance
was greatly reduced—by 80 percent, according to Putin—major problems
remained, particularly with the most aggressive ethnic republics, 
Bashkortostan, Sakha, and Tatarstan. Sakha and Tatarstan, for example,
still refused to renounce their sovereignty, as ordered by the Russian Con-
stitutional Court. Bashkortostan adopted a new constitution in the fall of
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2000, which contained numerous violations of federal laws, according to
the procurator.21

Putin’s difficulties in mastering the Kremlin and his compromises with
both the oligarchs and the governors underscored a fundamental truth
about Russian politics: The country cannot be governed or administered
against the wishes of those two groups. They simply control too many key
economic and political levers outside of Moscow. Halfway into his first
term, Putin had discovered this truth. As a Kremlin insider put it, Putin had
learned that political will was not sufficient to move the country forward.22

Looking ahead, two key factors will complicate Putin’s effort to con-
solidate power. First is the question of political skill. No one doubts that
Putin is in many ways an accidental president, plucked out of obscurity by
Yeltsin to be his successor. By his own account, he had never harbored
ambitions of becoming the country’s top leader. Nor had his positions, in
the KGB or in the city government of Saint Petersburg, prepared him for
the presidency. His positions in the KGB were midlevel, largely bureau-
cratic assignments, where a premium was placed on pleasing the boss, not
on exercising initiative. His position in Saint Petersburg—deputy mayor for
foreign economic activity—was an important local post, but a small-time
affair in comparison with positions in the central government. 

Similarly, Putin’s KGB experience did not prepare him for real poli-
tics. He tends to see governing in administrative terms. His initial
actions were focused on getting the organizational structure of the Rus-
sian state right. That was not insignificant, but a more important task
was getting the politics right. Putin has demonstrated little skill at coali-
tion building, with one crucial exception: the deal cut between the
pro-government Unity party and the Communists back in January 2000
that gave Putin a guaranteed majority in the Duma. Since then, Putin
has relied more on intimidation and money to control governors and
oligarchs rather than on coalition building around overlapping politi-
cal and economic interests.23

The second factor is the resource bind. Although Russia might be a
potentially rich country—in resources and human capital—the point is
that its people and government are now poor; as Putin himself once put
it, Russia is “a rich country of poor people.” With a federal budget of
about $40 billion at current exchange rates,24 Putin simply does not have
sufficient resources to rebuild the military and security services, pay off
pension and wage arrears, rebuild the educational and health systems,
fight corruption, and so on. Moreover, he lacks the resources to support
over the long term the activist foreign policy he has been pursuing. There
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is a deep contradiction between his great-power pretensions and Russia’s
resources. As a result, Putin will need to make difficult choices and trade-
offs that could provoke greater resistance to his polices and retard his
consolidation of power.

The resource constraint could grow with time because the economic
recovery that has yielded a spike in government revenues is fragile. It has
been built primarily on high oil prices and a sharp devaluation of the
ruble. Little, if any, of the growth has been due to greater efficiencies in the
economy. Although there has been much talk of reform and a few impor-
tant steps (such as reform of the tax system and the passage of a balanced
budget for 2001), much remains to be done, and the government has not
moved aggressively (for example, to root out corruption, regulate the nat-
ural monopolies, end domestic subsidies for energy and transportation
costs, or build a reliable independent court system). Little has been done
to relieve the crises in health care and public education that will have
severe negative consequences for the quality of the workforce, and there-
fore the quality of economic development, well into the future.

A Facade of Democracy

Halfway into Putin’s first term, it is still much too early to provide a
definitive assessment of Putin’s presidency. To be sure, he has accom-
plished some things of significance. Most important, there is a greater
surface calm and stability throughout the country and especially in
Moscow than there ever was during Yeltsin’s term. Polls reveal a popu-
lation that is more optimistic about the future than it has been for at
least a decade. Putin has laid to rest the fears—exaggerated but nonethe-
less real—that Russia was on the verge of disintegration. At the same
time, his policies have pushed into the future any breakthrough in build-
ing a Western-style free-market democracy. Though he is in some ways
pursuing a liberal economic program, he has put further constraints on
democratic practices, creating a regime of “managed democracy,” in the
words of many commentators.

It is also clear that Putin is far from having built the “supercentralized”
state he envisaged when he came to power. Indeed, after several months
as president, he began to back away from claims that that was ever his
goal. In an interview summing up 2000, he noted, “We are gradually
moving away from a decentralized state, but in no case must we return
to the supercentralization of the Soviet model.”25 During the past decade,
the political system had grown too pluralistic, the state too weak, and
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countervailing forces too strong for supercentralization to be a viable
alternative.

Rather, under Putin Russia is witnessing the slow consolidation of the
regime that emerged under Yeltsin—that is, the gradual ordering of the ele-
ments of an oligarchic regime, in which Putin will be a key figure, simply
because of the position he occupies, but not necessarily the dominant one.
He will be surrounded by others who control critical elements of the polit-
ical and economic system at the national and regional levels. What Putin,
or better the Kremlin, will demand of the oligarchs and governors is polit-
ical loyalty and a payment of tribute (called taxes), in exchange for which
they will be able to run their enterprises or regions much as they please.
The struggle among the oligarchic groups will lose—indeed, it has already
lost—much of the unruly character it had under Yeltsin. There will be a
greater semblance of order. 

If there is an analogy to this regime, perhaps it is the Mexican regime
for most of the twentieth century. Although such a regime may have a
facade of democratic institutions, much of the substance is lacking. The
role of the media illustrates how such a system works. Putin continued to
assert his support for “genuine” freedom of the press while moving against
Berezovsky and Gusinsky. The problem, in his view, was that the eco-
nomic inefficiencies of many of the media had made them dependent on
the commercial and political interests of their owners. They were being
used to settle scores with competitors, and at times they even turned into
“means of mass disinformation, means of struggle against the state. . . .
Therefore, we are obliged to guarantee journalists real, not ostensible free-
dom.”26 Nevertheless, the media slowly tempered their criticism of Putin
and his policies in acts of self-censorship.

Putin had no need to resort to overt censorship; he and his advisers were
pursuing a more sophisticated media policy. On the one hand, they ensured
that the medium with the greatest reach and influence—national 
television—was closely allied to the Kremlin. Russian State Television
(RTR) was under state control when Putin took over. The move against
Berezovsky brought ORT back under state control, whereas the campaign
against Gusinsky effectively brought the third major national television sta-
tion, NTV, under the Kremlin’s control, even if the company was
nominally in the hands of Gazprom. 

Although criticism of Kremlin policies is not unknown on these stations,
it is presented in a way that does little, if any, damage to Putin’s image as
a decisive leader. At the same time, to parry charges that he is putting an
end to the free press, Putin has allowed a wide range of issues to be voiced
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in newspapers, particularly those published and distributed in Moscow,
and some have been sharply critical of Putin and his policies. The impact
of these papers is, however, quite limited; their circulation numbers in the
thousands, primarily in Moscow. Indeed, these papers have one distinct
advantage for the Kremlin: They allow the critical Moscow intelligentsia
to publish what they would be saying in their kitchens anyway. That makes
it easier for the Kremlin to keep abreast of elite opinion. 

Similarly, elections remain a central element of the political system, but
they are stripped of what would make them truly democratic, that is, a role
in making the government accountable to the people. “Political technol-
ogy,” the manipulation of elite and public opinion, has been honed to a fine
art. Putin’s own election demonstrated that a person can rise from obscu-
rity to the highest office in the land in a matter of months, if the
propaganda and intimidation campaign is effectively organized. But Putin’s
election is not the only proof of that. In 1997, Boris Nemtsov was brought
from Nizhny Novgorod to Moscow to serve in the government and was
immediately hailed as a potential successor to Yeltsin. He maintained a
high popularity rating, far above those of other key political figures, until
key media turned against him several months later in one of the bitter
struggles that afflicted the Moscow-based elites at that time. Moreover, the
last cycle of regional elections demonstrated once again the power of
incumbency and manipulation. Politicians pay at the polls not because
they have disappointed the electorate, but because they have run afoul of
the powers that be.

This consolidated oligarchy behind a democratic facade marks a
rebuilding of the state, as Putin wanted. But the question is whether this
rebuilt state can generate a sustained socioeconomic recovery capable of
slowly regaining Russia’s standing in the world. During the past two years,
even with a growing economy, investment has remained grossly inade-
quate for the task of rebuilding Russia, and capital flight has continued
unabated. Putin proposed a further set of reforms in his second annual
message to the Federal Assembly in April 2001. How they will be imple-
mented remains an open question.

Moreover, the Mexican example does not inspire confidence for a near-
term recovery, even if it indicates that sustained growth cannot be
precluded over time. Mexico entered a period of high growth during the
1990s, but only decades after its political system was put in place as a
result of the Revolution of 1911. Moreover, systems like Mexico’s are
prone to cycles of economic boom and bust. Such is likely to be Russia’s
fate. In the near and medium terms—and that means for the duration of
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Putin’s presidency—Russia is unlikely to engineer a sustained, robust
recovery. In other words, Putin may have halted the erosion of the state
only to find that real socioeconomic progress has eluded him. He may
have halted the decline only to replace it with stagnation.
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5

Russia’s 
Strategic Weakness

Adecade after the breakup of the Soviet Union, the transition in
Russia is over. Putin’s Russia marks the consolidation of a new
post-Soviet Russia with a political system that has demonstrated its

ability to reproduce itself and survive the transition of power. This system
is hardly the free-market democracy many—both in Russia and in the
West—had hoped for. Nor does it represent the return to Soviet-style
authoritarianism that many—again both in Russia and in the West—had
feared. Rather, Putin’s Russia is in many ways a reversion to a traditional
Russian political system.

In its fundamentals, Putin’s Russia bears a close resemblance to tsarist
Russia. First of all, power and property are closely intertwined. As was true
for tsarist Russia, in Putin’s there is no clear distinction between the con-
cepts of sovereignty and ownership, between the public sphere and private
sphere, between the state and business. In the absence of an independent,
reliable court system, with the rule of law weakly institutionalized, prop-
erty rights are conditional. Those in power determine who has the right to
exploit property. This intertwining of power and property, of the public
and the private, lies at the base of the intractable problem of corruption
that afflicted tsarist Russia and besets Putin’s.

Second, informal networks take precedence over the formal institutions
of governance. Putin’s Russia may have a finer institutional facade than
tsarist Russia had, but it essentially functions in much the same way. Court
politics continues to play itself out in the Kremlin. Large political–
economic coalitions are engaged in a continual struggle for power and
property behind institutional facades. Their rise and fall and frequent
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realignment impart any dynamic there is to Russian politics. Informal net-
works set the agenda and frame the decisions—even if, in deference to
appearances, decisions are presented as the acts of formal institutions of
power, such as the presidency, government, or State Duma.

Third, contrary to surface appearances, power is dispersed. At the cen-
ter, competing coalitions erode unity. Across the country, regional elites
enjoy a tremendous degree of autonomy, even if they no longer play as
prominent a role on the national stage as they did during the Yeltsin era.
As a result, Moscow cannot reliably impose its will on the hinterland, nor
can the Kremlin ensure the support of Moscow-based elites. 

Fourth, a huge gulf separates the elites from the rest of society. As in
tsarist Russia, in Putin’s the elites represent a very thin stratum of society
(1–2 percent of the population), ensconced in senior government posi-
tions and key sectors of the economy (these include, for the most part, the
lucrative export-oriented sectors—oil, gas, and strategic metals—all of
which are closely regulated by the state even when they are nominally pri-
vatized).1 Although there is a growing middle class, which could amount
to up to 25 percent of the population, it remains concentrated in the large
urban centers and, because it is not organized, has little effect on the pol-
itics of the country as a whole.2 The overwhelming bulk of the population
lives near or below the poverty level, with few means of influencing the
political situation short of rebellion.

Surface appearances notwithstanding, this system has proven remark-
ably stable since the violence of October 1993. The dispersal and
fragmentation of power militate against the emergence of any sufficiently
large concentration of power and dynamism with the potential to upset
stability. Fragmentation tends to localize unrest. Strikes do not spill over
from region to region. Sympathy strikes are unheard of. Even the violence
in Chechnya has been remarkably contained, despite all the fears expressed
in Moscow over its potential to destabilize Russia as a whole. Similarly, the
dispersal of power limits the consequences of government turmoil in
Moscow for the country as a whole.

The fragmentation and dispersal of power are reinforced by other sta-
bilizing factors. Perhaps most important, because the elites, even those
nominally in the opposition, continue to benefit from the system, they
have little incentive to change it. Their power and welfare are based on
their opaque, relation-based decision-making process, which frees them
from any accountability to society as a whole. Meanwhile, the rest of soci-
ety lacks the will, skill, and means to challenge the elites. Daily hardships
deprive much of society of the time needed to engage in political activities.
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The low levels of societal trust militate against the formation of large and
powerful political organizations. Much political action appears futile:
Most important, elections so far have not led to any significant rotation of
elites, nor have they proven effective instruments for holding the elites
accountable to society as a whole.

What could upset this stability? Two types of possible events stand out,
both of which have precedents in Russian history. The first would be a
domestic event that erodes the legitimacy of the president at the center of
the system, that is, an event that creates a condition of dual power. His-
torically, this occurred at the end of the line of the Rurikovs in the late
sixteenth century, which led to the Time of Troubles, and in the first two
years after the breakup of the Soviet Union, when Yeltsin and the Congress
of People’s Deputies both claimed supreme power in Russia. The second
type would be a traumatic external shock on the order of imperial Russia’s
defeat in the First World War, or the Soviet Union’s defeat in the Cold War.
Such events, however, do not appear to be looming on the horizon, even
if they cannot be categorically ruled out in the long run.

In the absence of any major near-term threat to the system’s stability, the
key question is whether the system is capable of generating the sustained
economic growth essential to returning Russia to the ranks of the great
powers. At first glance, the answer would appear to be yes. In any event,
Russia has experienced a strong recovery from the depths of the financial
crisis of August 1998, with growth of more than 20 percent from the
beginning of 1999 through the end of 2001. 

There is general agreement that high world commodity prices, especially
for oil, and the sharp devaluation of the ruble after the 1998 financial cri-
sis were the main drivers of the economic turnaround that became evident
during the course of 1999. The question is the extent to which the current
recovery depends on these two factors. At the end of 2001, it was difficult
to say, in part because oil prices had remained higher than most observers
had predicted and because the Russian government and Central Bank had
kept the ruble-to-dollar rate artificially low. At the same time, it was clear
that the recovery had spread across economic sectors and that consumer
spending had increased sharply in 20013—developments suggesting that
the recovery could continue even if oil prices and exchange rates should
turn against Russia.

Nevertheless, even the Russian leadership admitted that the recovery
remained fragile. In his second annual message to the Federal Assembly in
April 2001, Putin noted that the economy was overly dependent on the
raw materials sector—that there was too little productive, as opposed to
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extractive, work. Profits from extraction and the export of raw materials,
he continued, were used for consumption, sent abroad, or invested in the
natural resource sector; in 2000, 60 percent of investment was in the
energy sector.4

For these reasons, Putin argued, the economic equilibrium and social
consensus that had been achieved were equivalent to stagnation in the
long run. He laid out a series of reforms meant to energize the economy
and alter the quality of the recovery, including debureaucratization of the
economy, further tax reform, custom reform, judicial reform, land reform,
restructuring of natural monopolies, and communal reform. These steps,
he hoped, would put Russia firmly on a path to an economic recovery that
in time would close the gap between Russia and the world’s leading pow-
ers. 5 Whether those reforms would be efficiently implemented remained
to be seen at the end of 2001. 

Barriers to Recovery

Putin’s proposed reforms might not be enough, however, for Russia faces
formidable hurdles in any effort to rebuild—including serious problems in
the quality of its human and intellectual capital and its economic infra-
structure. To a great degree, these hurdles are legacies of the Soviet period,
but the problems were exacerbated by misguided policies or neglect in the
1990s.

During the past 30 years, Russia has suffered a significant deterioration
in its human capital. In the 1970s, the public health crisis grew to such
alarming proportions that the Soviet authorities simply suppressed infor-
mation on health conditions.6 Although authorities differ over the exact
causes, all agree that the deterioration of public health accelerated in the
decade after the breakup of the Soviet Union. By the end of the 1990s,
Russia’s health profile resembled that of a developing country.7

Male life expectancy is often used to demonstrate the extent of Russia’s
problems; it decreased to under 60 years in 1999 from a high of just over
64 in 1966. But high mortality in fact affects all segments of the popula-
tion. The causes of early mortality include high rates of suicide, childhood
injuries, alcoholism, cardiovascular disease, and cancer. There is little
prospect for an early turnaround in mortality, and the situation could even
worsen further, because by all accounts Russia is on the verge of an
HIV/AIDS epidemic.8

Because of high mortality rates and a low fertility rate (at 1.17, the fer-
tility rate is well below the replacement level of 2.14), Russia will
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experience a sharp decline in its overall population during the next decade
and beyond. Since the end of the Soviet period, the population has already
declined by about 3 million from 149 million. Projections, both official and
scholarly, suggest that it could decline further to 134 million by 2015. At
the same time, the population will age as it declines, so that by 2015 there
will be just four workers for every three nonworkers.9 These dire statistics
led Putin to declare in his first annual message to the Federal Assembly that
“if the present trend continues, the survival of the nation will be threat-
ened. We are faced by the real threat of becoming an enfeebled nation.
Today, the demographic situation is one of the most worrisome.”10

Like its human capital, Russia’s intellectual capital has been deterio-
rating for the past 30 years, as evidenced by the decline in its research and
development (R&D) sector and educational system. The signs of crisis in
R&D began to appear in the 1970s and 1980s, as it became clear that
Russia was lagging behind the leading world powers in many critical tech-
nological fields, with the exception of those that were related to the
military. The decline accelerated in the 1990s, as Russia adjusted to the
demands of a market economy. Funding for the large scientific establish-
ment built up during the Soviet period was slashed from 2.89 percent of
GDP in 1990 to 1.23 percent of a much smaller GDP in 1997. Without
adequate funding, equipment was left to age. In 1989, 50 percent of the
equipment was less than 5 years old and only 20 percent was older than
10 years; by 1995, the corresponding figures were 8 and 65 percent. Thou-
sands of scientists left R&D establishments for more lucrative positions in
the private sector or (to a lesser extent) abroad, so that the number of
workers employed in the R&D sector was cut roughly in half between
1992 (when they numbered about 900,000) and 1999. More troublesome,
the quality of the remaining workforce deteriorated, as it was generally the
brighter and younger scientists who left.11

As the R&D sector declined in the 1990s, so did the educational system.
The problem was not so much a lack of funding—as a percentage of GDP,
funding remained at the same level throughout the 1990s, roughly 3.5–4
percent, although that, of course, entailed a sharp drop in absolute spend-
ing.12 The problem lay in other areas. Most important, perhaps, Russia
inherited an elitist educational system from the Soviet Union and has done
little to change it. As one expert put it, “the existing Russian educational
system provides high-quality education for the elite but mediocrity for the
masses.”13 In the unfolding information-technological revolution, however,
it is the general level of education of the population as a whole, not of
elites, that is decisive for overall economic development. Unfortunately for
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Russia, the urgent need to reform the educational system comes at a time
when the government is strapped for resources and education must com-
pete with other urgent tasks for public finance. 

Finally, Russia inherited an obsolete, grossly misdeveloped economic
infrastructure from the Soviet period. Many industrial facilities can never
be made viable because of their location, which was decided on in the
Soviet period for strategic and administrative reasons independent of cost
considerations, or because they were built for products for which there will
never again be any effective demand (a consequence of the militarization
of the Soviet economy). More than two-thirds of the equipment in use has
been in place for more than 15 years, and almost a third is more than 20
years old. (The average age of plant and equipment is roughly three times
higher than the average for countries belonging to the Organization for
Economic Cooperation and Development.) Although current capacity
usage is less than 50 percent, two-thirds of the currently idle capacity, by
some estimates, has deteriorated to such an extent that it can never be put
back into productive use.14 Restructuring and modernizing the infra-
structure will require a vast amount of investment. A former economics
minister, Yevgeny Yasin, has estimated that Russia will need about $2.5
trillion during the next 20 to 25 years for this purpose, a quarter of which
will need to come from abroad. 

Given their depth and the longer period of neglect, there will be no
easy or quick solutions to these problems of human and intellectual capi-
tal and economic infrastructure. They are complex and interrelated, and
they have acquired a certain amount of historical momentum. Overcom-
ing them will require a sense of purpose and will that has not been evident
in Russia for decades. Moreover, assuming that there are no radical
changes to the constitutional order, more than one president would need
to pursue these policies to return Russia to the ranks of the world’s major
powers. If that were to happen, it would mark a streak of historical good
fortune, for which Russia is not known.

Moreover, Russia’s great-power hangover will only complicate the task
of dealing with these problems. On one level, the effort to behave as if
Russia were a great power diverts resources from the urgent tasks of
rebuilding the country. On another, it postpones some tough choices on
economic priorities. The point is that to succeed over time, Russia will need
to concentrate its economic activities, to find its niche in the international
division of labor. That will require Russia to move away from economic
self-sufficiency, which Russians have long associated with being a great
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power. Success will require a wrenching redefinition of Russia’s role in the
world, for which most Russians—particularly elites—are not yet prepared. 

Continuing Decline, or a Great Power Again?

In the long run, the question is whether Russia can again become a great
power. In broad terms, Russia can move along one of two paths during the
next generation: continuing decline, which a confrontational foreign pol-
icy would only accelerate, or slow recovery, facilitated by the avoidance of
major conflicts abroad.

Continuing decline would eventually lead to state failure, that is, to a
dysfunctional state that could not carry out the core functions of a mod-
ern state, such as defense, preservation of domestic order, maintenance of
the monetary system, tax collection and income redistribution, and pro-
vision of minimal social welfare standards. The severity of the
consequences of such a development for the rest of the world would
depend largely on how abrupt the decline was. The more abrupt, the more
severe and destabilizing it would be, because the world would have less
time to prepare. But the nature of the problems would remain the same.
State failure would greatly increase the risks of Russia’s breaking up, of the
erosion of any nonproliferation regimes, of catastrophic industrial and
ecological accidents like Chernobyl. It would destabilize neighboring
regions, particularly the fragile states of the Commonwealth of Indepen-
dent States, and it could encourage great-power intervention to stabilize
the situation or to seize control of the country’s rich resources. Moreover,
a declining Russia would be more apt to play the spoiler role in world
affairs, simply as a way of demonstrating that it continued to matter,
regardless of the long-term consequences for itself. Such a Russia, for
example, would be more likely to support rogue regimes around the world
or to use its veto in the U.N. Security Council to thwart U.S. initiatives.

These matters have received widespread attention, in part because
Russia’s current weakness is already sufficient to raise concerns. But less
public attention has been paid to the tectonic shift in geopolitics that such
a development would entail and the consequences of that shift for how the
United States manages its global policies. 

Russian state failure would necessitate, for example, reappraising
Russia’s role in the United Nations. That institution can function effectively
on security issues only when it roughly reflects the real balance of power
in the world, as it did during the Cold War. As the 1999 Kosovo conflict
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demonstrated, the United States already has an incentive to circumvent the
United Nations because of Russia’s veto, coupled with a perception—at
least before the conflict started—that Russia had little ability to influence
its course. A growing incongruity between Russia’s voice and its power will
only serve to undermine the United Nations in the long run, unless its
voice is reduced to its potential to affect outcomes—that is, if it is deprived
of its veto. But how can that be done, when Moscow would have a veto
over whether to deprive it of its veto and surely would fight aggressively
to hold on to one of its few remaining levers of global influence? In short,
Russian weakness threatens the integrity of the United Nations.

There would also be considerable opportunity costs associated with
Russian state failure, because Russia would be lost as a power that could
help to manage the rise of China in East Asia, to stabilize Central Asia, and
to consolidate Europe and to manage its emergence as a world power. 

In Asia, a healthy Russia, along with Japan and South Korea, is critical
to managing the rise of China as a great power or limiting the impact of
internal destabilization arising from the sharpening contradictions between
its economic and political structures. The collapse of Russia’s power in its
Far East would likely spark a destabilizing contest for that region’s rich
resources among China, Japan, South Korea, and the United States. 

Similarly, a strong, healthy Russia could help stabilize Central Asia and
the Caspian basin, in part by moderating Turkish, Iranian, Pakistani,
Indian, and Chinese ambitions, in part by cooperating with the United
States and other interested powers in constraining the growth of extremist
Islamic terrorist organizations in those regions. Russian withdrawal, con-
versely, would encourage sharper competition, which would tend to retard
the consolidation of independent states in these regions. Finally, continuing
economic deterioration in Russia would have adverse consequences for
these regions, where national economies remain closely tied to Russia.

Even in Europe, continuing Russian decline would create significant
complications. Russian power, it should be remembered, was an important
factor in building support for integration within Europe, and it could help
moderate the national ambitions of key European states as integration
deepens and moves eastward. In addition, a strong, healthy Russia would
help temper the inevitable growth in competition between the United States
and a new Europe, as the latter develops a more assertive economic, polit-
ical, foreign policy, and security identity. A tripolar structure including
the United States, Europe, and Russia is potentially more stable than a
bipolar structure including only the United States and Europe. 
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On balance, Russia’s continued decline will present the West, and the
United States in particular, with a host of short- and long-term problems.
Recovery will surely reduce their severity, but it will not necessarily elim-
inate them. For what is all too often forgotten in discussions of Russia’s
recovery is the rest of the world. Even if Russian GDP were to grow at 5
percent a year for the next fifteen years, Russia’s economy would be at
most 20 percent the size of the U.S. economy. Moreover, at slower rates of
recovery, Russia would continue to fall farther behind the world’s leading
powers and would be overtaken by other powers. Indeed, what is striking
is that, for the first time in the modern era, Russia (or more precisely the
countries of the former Soviet Union) is totally encircled by more dynamic
states and regions.

To the east, China is quickly rising as a major power with vast economic
and military potential, demographic vitality, and unsatisfied regional ambi-
tions. During the 1990s, its economy more than doubled in size, while
Russia’s  shrank by about 40 percent. China has embarked on a military
modernization program, supported in part by major arms purchases from
Russia. More than 100 million Chinese sit across the border from the
sparsely populated (5–8 million) regions of the Russian Far East. Although
much smaller in size, South Korea is a robust society of tremendous eco-
nomic and significant military potential. Its economy grew by about 60
percent in the 1990s, despite the financial crisis of 1997–1998. Mean-
while Japan, for all its current hardships, remains an economic
heavyweight that is vital to the health of the global economy. 

To the south, Russia faces a region of dynamism and ferment. India is
emerging as a major world power, with an economy that grew by about
two-thirds in the 1990s. It has a large middle class that is quickly adapt-
ing to the challenges and opportunities of the information-technological
revolution. Elsewhere, the Islamic world is in a state of ferment. Militant
fundamentalism is a growing political force and a threat to Moscow’s
influence in Central Asia and the Caucasus, as well as Muslim regions
within Russia—witness Chechnya.

To the west, Europeans are engaged in the grand project of unifying
their continent. The process of integration across all dimensions—eco-
nomic, political, security, foreign policy—has accelerated during the past
few years, and both the European Union and the North Atlantic Treaty
Organization (NATO) are on the verge of taking in several new members.
This process has proceeded largely without Russia and is likely to continue
to do so. Despite the recent talk of possible Russian membership in the
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European Union and NATO, neither is likely to occur during the next
decade, if at all. 

Farther afield, but more important for the Russian psyche, a gaping
asymmetry in power, fortune, and attitude has emerged between Russia
and the United States, as the two countries followed radically different
paths during the 1990s. Moreover, there is no chance that the gap will be
significantly closed in any time frame meaningful for policy makers. 

In the 1990s, the United States entered a period of economic expansion
that would become the longest in its history until it ended in the spring of
2001. Russia, meanwhile, experienced a socioeconomic collapse that was
unprecedented for a major industrial society. The U.S. economy grew by
more than 30 percent in the 1990s, while Russia’s plunged by more than
40 percent. Russia lags years behind the United States in mastering the pos-
sibilities of the information-technological revolution. 

The United States exudes self-confidence and optimism about its future.
Contrary to many fears, the recession that began in early 2001 and the ter-
rorist attacks that followed in September did not substantially—if at
all—erode that self-confidence and optimism.15 Russia, meanwhile, is
mired in self-doubt and an identity crisis—even if Russians have grown
somewhat more confident about the future as the economy recovers from
the collapse of 1998.16 The United States talks of itself proudly as the
world’s leading nation, prepared and determined to rebuff any threat to its
security, while Russia uses the rhetoric of a great power and demands to
be treated like one, but such behavior masks its profound disquiet about
its standing in the world. As national security documents released in the
first months of 2000 indicate, Russia sees multiple threats to its security
both at home and abroad.17

Similarly, the United States welcomes globalization, while Russia sees it
as a threat. The United States wants to ride the wave of globalization to
build an international order that will perpetuate its preeminence and pros-
perity well into the future. Russia wants to postpone the consolidation of
any new world order to a time when, it is hoped, it will have regained its
power and therefore be in a better position to shape that order. The United
States enjoys a surfeit of power and possibilities; the challenge before it is
to use that power wisely. Russia’s power continues to erode and its choices
to narrow; the challenge before it is to stop the rot, begin to rebuild, and
eventually close the gap with the world’s leading powers. In short, Amer-
icans and Russians live in radically different worlds, and their leaders are
intent on taking radically different paths, at least in the short run.
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The wide disparities between Russia and the world’s other leading pow-
ers will—if not radically reversed—eventually erode Russia’s position in
the military hierarchy. As historian Paul Kennedy has noted, “the histori-
cal record suggests that there is a very clear connection in the long run
between an individual Great Power’s economic rise and fall and its growth
and decline as an important military power.”18 The ground Russia has to
make up to regain its status as a great power is underscored by a simple
comparison of the GDPs of the leading powers. In 1999, the United States
accounted for 21.4 percent of the world’s economy, measured in purchas-
ing power parity; the European Union, for 20.1; China, for 10.9; Japan,
for 7.6; India, for 5.4; and Russia, for 2.6.19

Furthermore, even now Russia’s military clout buys it much less pres-
tige. Globalization and the end of the Cold War have changed the nature
of power to Russia’s disadvantage. The use of force may remain the ultima
ratio, but its relative importance has declined, because fewer goals can be
best advanced through seizing and holding territory. Within the realm of
force, the role of nuclear weapons has been radically altered. Although
possessing them continues to bring prestige, large arsenals are of little use
other than to deter other large arsenals or massive conventional attacks.
At the same time, a small number of weapons could prove invaluable, if
not to states per se, then to substate actors, such as terrorist organizations.
In short, the fewer, the more usable.

As the role of force has declined, that of other factors—such as tech-
nology, finance, trade, and culture—has grown. In the absence of any
plausible scenario leading to a war between great powers, the economy has
become the primary arena of competition, and economic prowess the main
factor in determining a country’s relative standing in the world. Unfortu-
nately for Russia, its global rank has historically been based on its military
prowess, which was reinforced during the Cold War by its ideological
appeal, which has since vanished. In economic terms, Russia has tradi-
tionally been a poor country, and the gap between it and the world’s
leading powers has only widened during the past decade.

Global Reactions to Russia’s Decline

In the immediate aftermath of the Soviet breakup, few countries were will-
ing to consider the consequences of Russia’s decline. Part of the reason lay
in the widespread belief that Russia’s return to a period of strong, sustained
growth would be a matter of a couple of years. Russia, after all, has
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endured other periods of strategic weakness, only to reemerge and reclaim
its great-power status, whereas those who have underestimated its
power—such as Napoleon in the nineteenth century or Hitler in the twen-
tieth—have paid a heavy price. Another part lay in the afterglow of the
Soviet Union’s superpower status and the inevitable lag of perception
behind objective change in the distribution of power. Yet another part lay
in the West’s fascination with Russia’s ability throughout the modern era
to compete militarily with the other great powers, despite its socioeco-
nomic backwardness. And a final part lay in the presumption that, even in
its weakened state, Moscow is capable of doing great mischief if it so
desires.

Nevertheless, during the 1990s, the world slowly began to adjust to
Russia’s diminished capabilities. With the exception of the states of the for-
mer Soviet Union, few countries now treat Russia with the respect that
they once reserved for the Soviet Union. Although many still seek good
relations with Russia, the internal dynamics of the bilateral relationship
have changed, with other countries unwilling to see themselves as Russian
clients. Moreover, other countries increasingly see their relationship with
Russia not as an end in itself, but as a means to other goals. Russia’s rela-
tions with China, India, and Europe underscore this change.

Sino-Russian relations have improved dramatically since the end of the
Cold War. The countries share common concerns, including opposition to
what they both see as U.S. efforts to build a unipolar world and to U.S.
plans to build a missile defense system that could degrade the potency of
their nuclear forces. These common concerns are buttressed by economic
and military complementarities, which are illustrated most graphically by
the burgeoning arms trade between the two countries. Russia sells
weapons to China in part to keep open defense plants that would other-
wise go under given the absence of sufficient domestic demand. China is
buying high-technology weaponry that accelerates its military modern-
ization program.

Behind the improvement in relations, however, lie radically changed
perceptions of each country’s prospects and role in the world. Chinese
leaders, though having no interest in an excessively weak Russia, believe
that power is shifting away from Russia to China and that China is already
the superior partner. Beyond the immediate benefits of enhanced access to
Russian high-technology weaponry, the Chinese see Russia as a card to
play in their immensely more important relationship with the United
States. At the same time, one of the reasons pushing Moscow to improve
relations with China is a deep and growing awareness of Russia’s fragile
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position east of the Urals and the knowledge that China could be a long-
term competitor in that region.20

Like China, India is also reassessing its relationship with Moscow, as
perceptions of Russian weakness take hold. During the Cold War, India
insisted that its relationship with the Soviet Union was one of equals, even
if the rest of the world saw India as the client. Now most Indians believe
that their country is the superior partner because it is rising while Russia
is in decline. That was evident in the tough bargaining over arms deals that
has led to considerably better conditions for India. Furthermore, India is
looking beyond Russia to other countries and programs to bolster its secu-
rity. Its decision to become an openly declared nuclear power was in part
a reaction to a perception of Russian weakness, as well as to uncertainty
over Russian intentions as Russia’s relations warmed with China, India’s
major geopolitical rival. Likewise, India’s warming relations with the
United States are part of an effort to enhance its security, vis-à-vis both
China and Pakistan, at a time of waning Russian influence in South Asia.21

Finally, Western Europeans are no longer concerned about possible
Russian aggression in Europe. Rather, they are concerned that Russia’s
weakness will lead to widespread instability, which would pose an imme-
diate and critical challenge to Europe’s prosperity and security in multiple
ways, ranging from an influx of refugees to ecological disasters of the
Chernobyl type. Europeans are also concerned about Russia’s ability to do
much mischief on the European continent if it believes that it is being iso-
lated. These concerns lie behind European efforts to assist Russia’s
transition to a free-market democracy capable of cooperating with Europe
on a broad range of issues, as well as European efforts to slowly integrate
Russia into European structures, such as the Council of Europe (although
no one is seriously contemplating Russian membership in the European
Union).

Moreover, in the past few years, Europeans—much like the Chinese—
have been tempted to use Russia as a card in managing their relations
with the United States, their chief international interlocutor. For example,
at least until the terrorist attacks of September 2001, which greatly accel-
erated the warming trend in relations between the United States and
Russia, Europeans were content to let the Russians take the lead in voic-
ing opposition to U.S. plans to test and deploy a missile defense system,
even though many European capitals had grave doubts about the wisdom
of such a defense. Similarly, until Moscow itself unexpectedly muted its
opposition after September 2001, European capitals raised concerns about
Russian reactions to possible further expansion of NATO, particularly
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into the Baltic states, although they had other more important considera-
tions (such as the efficacy of and the balance within the alliance) in the
formulation of their policy on NATO. 

As a result of these incipient geopolitical shifts and Russia’s own domes-
tic predicament, the challenge for Russia in the next decade and beyond
will be to come to terms with its reduced circumstances. There is no plau-
sible scenario that would return Russia to the status of the other
superpower or even to great-power status in that time frame. Simply main-
taining pace with the rest of the world’s leading powers will require a
concerted effort; closing the gap will require good luck as well. For the rest
of the world, the challenge will be to adjust to Russia’s reduced circum-
stances in ways that do not fuel serious instability in Russia and along its
borders or create the ground for dangerous rivalry among the world’s
leading powers. 
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The United States and Russia •  73

6

The United States 
and Russia

At the dawn of the twenty-first century, Russia remains far short of
having fulfilled the grand hopes for its future widely entertained in
both Russia and the West at the time of the breakup of the Soviet

Union. If there has been a transition at all, it has not been the hoped-for
one to a free-market democracy, but rather a reincarnation of a tradition-
ally Russian form of rule that in many respects is premodern. Russia has
not been integrated into the West in any significant way, contrary to the
goals set forth by the Russian and Western governments a decade ago.
Rather, the issue of Russia’s place in the world has been urgently raised
once again.

The past decade has not simply been a tale of lost hopes, however, for
the nightmare scenarios have not unfolded, as many in both Russia and the
West feared. There has been no return to communism, which now appears
historically defunct; and no fascist Russia has emerged, despite growing
nationalist sentiment. The disruptions of the past decade have created a
certain pluralism that powerfully militates against the resurrection of any
strict authoritarian regime, although it hardly eliminates the possibility of
arbitrary government and localized authoritarianism. This pluralism, con-
trary to much speculation in Russia and the West, has not put Russia’s
unity at risk. For a host of positive and negative reasons, Russia’s territo-
rial integrity—with the exception of the small republic of Chechnya—
appears secure.

The Russia that has emerged is one that is in decline relative to the
world’s leading countries across most dimensions of power. Some have
argued that the economic depression of the past decade has in fact been
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positive, because it resulted from the collapse of value-subtracting indus-
tries and the bloated defense sector of the Soviet period. Whether that is
true or not, the point is that Russia now has an economy an order of mag-
nitude smaller than those of the world’s leading powers and lags far behind
in the mastery of promising innovative technologies. Except for weapons,
nuclear reactors, space equipment, and a few other minor items, Russia
produces nothing that is competitive on the global market. Although the
Russian elites at one level recognize this diminished status, so far they
refuse to reconcile themselves to a lesser role in world affairs.

Why Russia Still Matters

After a decade of great disappointment and faced with a country in decline,
there is a great temptation in the West, and the United States in particular,
to write Russia off as a lost cause or as a country that does not matter that
much in the world any longer. Certainly, there is a widespread feeling in
elite circles in the United States that not much time, energy, or resources
needs to be devoted to nurturing good relations with Russia, even if a
vocal minority feels otherwise. But ignoring Russia is not a viable option.
Even in its much reduced circumstances, Russia remains critical to the
United States’s own security and prosperity and will continue to do so
well into the future. The reasons are many—and in some cases are mag-
nified by Russia’s current predicament.

First, Russia’s geographical position places it abreast of regions of strate-
gic interest to the United States: Europe, East and South Asia, and the
Persian Gulf. The future geopolitical and geoeconomic balances in these
regions will depend on what happens to Russia. As has been argued above,
a weak Russia will tend to act as a destabilizing force, complicating the
task of building stable balances. A Russia that grows even weaker will only
increase the risks. Moreover, the temptation for Russian leaders to create
mischief in these strategic regions will grow if they believe that Russia is
continuing to be marginalized in world affairs. 

Second, despite its strategic weakness, Russia remains the dominant
power vis-à-vis the countries of the former Soviet Union, which are even
weaker and more fragile states. Russia has—and for years to come will
continue to have—a tremendous capacity to intervene in the affairs of
these states, for both good and evil. Many of these states, particularly
such pivotal countries as Georgia and Ukraine, depend on Russia for
energy. Moreover, since Putin’s rise to power, Moscow has skillfully
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exploited this dependency to circumscribe both states’ room to maneuver
internationally. 

Third, Russia remains by far the richest country in the world in natu-
ral resources, including many strategic metals of which it is the sole or
major supplier. Although these resources hardly guarantee a sustained eco-
nomic recovery—and in some ways they even hinder one, as the Dutch
disease suggests—they do ensure that Russia’s landmass will remain criti-
cal to the world’s economy. At some point, a weakening Russia would
tempt outside powers to move into Russia to secure access to these
resources, and in that way could spark great-power competition over its
territory.

Fourth, Russia retains a veto in the U.N. Security Council, and barring
an unlikely radical reorganization of that body, it will continue to do so
well into the future. That gives Russia the ability to thwart U.S. initiatives
in the United Nations and to deny U.S. policies full international legitimacy
if it so desires. At the same time, the Russian veto—particularly if Russia
grows weaker—will increasingly tempt the United States to circumvent the
United Nations when Russia cannot in practice thwart U.S. policies. The
Kosovo conflict of 1999 provides an apt example, which could multiply
with time.

Fifth, because Russia harbors a large nuclear arsenal, extensive facili-
ties for building, storing, and experimenting with weapons of mass
destruction, and thousands of scientists and engineers with the know-how
to build such weapons, it will remain a source of significant concern
regarding nuclear proliferation. Russia could become a dangerously active
proliferator, if its leaders decide to move in that direction, or a passive one,
if the government’s capacity to control its nuclear facilities collapses. More-
over, in a weak economy, the temptation for scientists and engineers to
emigrate or sell their knowledge abroad will likely grow with time. 

Sixth, with its large nuclear arsenal, Russia remains the only country in
the world with the ability to destroy the United States. Although it is
highly improbable that Russia’s leaders would ever launch a suicidal attack
as a matter of policy, and even though nuclear weapons have few, if any,
practical applications in the world today, the danger of accidents
remains—and will grow if governance deteriorates even further in Russia.

Seventh, the United States’s ability to deepen its ties with its key allies,
particularly in Europe, will depend to some degree on its skill in manag-
ing relations with Russia. Since the end of the Second World War, its
European allies have looked to the United States for leadership in dealing
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first with the Soviet Union and later with Russia. Skillful management
builds confidence in U.S. leadership, whereas misguided policies erode it.
Already it is clear that persuading European allies to cooperate on missile
defense will depend on U.S. skill in dealing with Russia on this matter.

Eighth, it should never be forgotten that Russia could rebuild—and
with greater success and at a faster rate than anyone anticipates. One need
only look back at the past two decades to understand the dangers of pro-
jecting current trends long into the future. Fifteen years ago, talk of the
inevitable decline of the United States was in vogue. Americans looked to
Japan with envy, concerned that the Japanese economy would overtake the
U.S. one in the course of the decade. Then came a decade of unprece-
dented growth in the United States and stagnation in Japan that has left
many wondering whether Japan will ever be able to turn its economy
around. As far as Russia is concerned, it is still premature to write it off
as a major power in potentia.

The Challenge for the United States

The challenge for the United States is to devise and pursue a policy toward
its former superpower rival—which is now in decline but could still
recover, which has a greater capacity to do mischief than good in the
world, which lacks most attributes of a great power but insists on being
treated as one, and which is playing an ever more marginal role in world
affairs but which the United States still cannot ignore. The U.S. strategic
interest remains what it has been since the Gorbachev era: the integration
of Russia into the West, which entails Russia’s transformation into a free-
market democracy. Yet—particularly given the disappointments of the
past decade and the formidable obstacles to Russia’s long-term recovery—
the United States must hedge against more dire outcomes, including the
breakup of Russia, however improbable that might seem at the moment.

In devising its policies, the United States needs to appreciate its own lim-
itations. This is particularly true concerning the domestic transformation
of Russia. The U.S. impact will be at the margins at best, and, as the expe-
rience of the past decade demonstrated, the United States has a greater
ability to do harm than good. This should not be surprising. Russia is too
vast and complex, and U.S. understanding of the processes under way
there too limited, for it to be otherwise. Russians will make the funda-
mental choices—that is a truism, but one that, unfortunately, it took the
United States a decade to relearn. The question is whether Russia will
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make the right choices. Russia’s leaders now have a firm understanding of
what needs to be done; it is not clear if they have the will to do it. 

Under these circumstances, the U.S. role should be to respond to sensi-
ble Russian initiatives to build a free-market democracy. In addition, the
United States, along with its allies, should be prepared to create external
conditions that are conducive to Russia’s economic recovery and democ-
ratization. In the first instance, that means minimizing the barriers to those
few Russian exports that are truly competitive in the global economy. It
also means working to facilitate Russia’s entry into the World Trade Orga-
nization, while being careful not to lower the admission standards in the
process. Finally, the United States needs to underscore that Russia’s com-
mitment to fundamental human rights will greatly affect the two countries’
relations.

While assisting in Russia’s recovery where possible, the United States
also needs to begin the long process of rebuilding its own image in Russia,
which has suffered greatly during the past decade. According to U.S.
Department of State polls, in 1993 nearly 75 percent of all Russians had
a favorable opinion of the United States. During much of 1999, 2000, and
2001, that positive opinion was well below 50 percent. Repairing the U.S.
image will require a concerted public diplomacy campaign aimed at reach-
ing out to all the key sectors of the Russian elite and the interested
public—especially outside Moscow.

Public diplomacy will have little effect, however, if it is not backed up
by concrete action. This drives to the heart of U.S.–Russian relations.
Given Russia’s strategic weakness, the two countries will be able to resolve
few global problems on their own. Rather, for success, their relationship
will have to be placed into a broader regional complex. The task for the
two countries is to investigate the overlap in their strategic interests and
then to devise cooperative policies to advance them, while minimizing the
problems arising from those conflicts of interest that will inevitably arise.
Three illustrations of this process follow.

First, East Asia. China is destined to have an historic impact on the
geopolitics and geoeconomics of the region. It is difficult to determine
which of the two scenarios that frame that country’s future presents the
greater challenge: its continued emergence as a major world power or its
destabilization as its economic dynamism comes into increasing conflict
with current political constraints. But one thing is clear: Constructing a
durable balance will be more complicated if Russia’s presence in Asia
wanes further. In this sense, the United States, as well as most Asian 
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powers, have a long-term strategic interest in building and maintaining a
healthy Russian presence in East Asia.

In this regard, it is worth highlighting a little discussed but deeply wor-
risome possibility. The same market-oriented reform that the West is
advocating for Russia could accelerate Russia’s withdrawal from its Far
Eastern regions. Much of the industry in that region was located there for
strategic and administrative reasons, not because it made sense from the
standpoint of market economics. Consequently, genuine market reform
will tend to encourage population movement out of the region and reori-
ent the local economy toward China, Japan, and South Korea. Such
developments will only attenuate Moscow’s hold over its Far East. If this
is indeed true, and given U.S. interests in the region, it would make sense
for Russia and the United States, along with other interested countries, to
examine how they can rebuild the economy of the Russian Far East so as
to bolster Russian sovereignty there.

Second, Central Asia. Russia has vital interests in the region. The region
acts as a buffer against threats emanating from South Asia, which were
personified by the Taliban in Afghanistan until the devastating U.S. cam-
paign against them in late 2001. Moreover, the fortified borders of the
former Soviet Union are the first line of defense for Russia, especially
because it does not have sufficient resources to effectively monitor its long,
unfortified border with Kazakhstan. Finally, Moscow has to be deeply
concerned about the status of ethnic Russians in the region, especially in
northern Kazakhstan. Infringements on their rights or instability could
lead to refugee flows that would strain Russia’s already overstressed social
welfare system.

The United States’s interests in the region are less than vital. Its primary
interest is access to the region’s energy resources and prevention of wide-
spread instability in a region that borders on four nuclear powers. A major
Russian presence in the region is not incompatible with these interests, nor
are close political and economic relations between Russia and the states of
the region, as long as U.S. access remains assured. Indeed, the United States
has an interest in the ability of Russia, along with other powers, to act as
a stabilizing force in the region. Given the regional balance of forces, Russia
will have to play a leading role in any regional security arrangement that is
developed over the next decade. Yet the United States has committed itself
to supporting the independence and sovereignty of the Central Asian states,
which Moscow has been inclined to see as directed against its long-term
interests in the region. The challenge for the United States is to meld these
various interests into a durable security arrangement in the region.
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Even though their interests have long complemented each other’s, Wash-
ington and Moscow are just beginning to engage in a sustained, serious
dialogue about Central Asia. Given the balance of interests, there should
be a way for the two countries to cooperate to enhance regional security,
bolster the independence of the Central Asian states, and improve their
access to foreign markets. The two powers could also expand their coop-
erative efforts in dealing with terrorists groups based in Afghanistan to
help stabilize both Central Asia and other regions, such as the Caucasus
and the Middle East.

Third, Europe. In the historical sense, the issue of security on the Euro-
pean continent, outside the former Soviet Union, has been solved.
Although unrest—and armed violence—will continue to erupt in South-
eastern Europe, no plausible scenario would lead to a violent confrontation
between major European powers or a Europewide conflagration. The
process of European integration will continue. During the next decade, the
Baltic states and most other European states outside the former Soviet
Union will be integrated into the European Union and NATO. 

The question to address now is how to manage relations among the
three key components of the European equation: the United States, a uni-
fied Europe, and Russia. Each will have a vital interest in the stability and
the prosperity of the other two. Europe should serve as a major trading
partner for both the United States and Russia. Russia—if it can build an
effective political and legal framework—would be an attractive place for
investment by European and American firms. Security concerns would
shift from regions within Europe to neighboring zones, such as North
Africa, the Middle East, the Caucasus, and the Persian Gulf. The challenge
would be for the United States, Europe, and Russia to cooperate in achiev-
ing their common security goals in these regions. 

At the same time, the United States and Russia could deepen their coop-
eration in meeting common security challenges in East Asia, as was
discussed above. The fate of NATO under such circumstances is difficult
to imagine, although clearly it will be much different from today’s NATO,
if only because the European pillar will be more cohesive, coherent, and
capable. If Russia remains outside NATO, as is likely, there will need to be
a cooperative superstructure that includes Russia. The solution may be
found in building a new Western security structure that transcends NATO
and extends beyond Europe and Eurasia to Asia, to include as well such
democratic, industrial countries as Japan and Australia.

While dealing with these geopolitical balances, the United States will
also have to engage Russia on strategic nuclear issues. This matter has two
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related components: the central strategic balance and proliferation.
Although the United States could theoretically move forward unilaterally
on building a missile defense system and determining the size and compo-
sition of its nuclear forces, working cooperatively with Russia in both
areas will create a framework in which the United States can pursue its
concerns about Russia’s proliferation policies—primarily with regard to
Iran. The cooperation need not come in the form of a treaty or even a bind-
ing agreement, but the U.S. goal should be to include Russia in some
significant way in the creation of a missile defense system.

An Open Question

Whether such a U.S. policy toward Russia will provide the benign envi-
ronment in which Russia can rebuild and will choose to pursue integration
with the West is, of course, an open question. Much will depend on devel-
opments, both inside Russia and around the globe, that are far beyond the
control of the United States. Much will occur that now lies beyond our
imagination. Russia faces the formidable task of having to modernize its
polity, of fundamentally changing it political culture, and of rethinking the
way it conceives of power and the relationship between the state and soci-
ety. The only certain thing is that success will come slowly, if at all. The
challenge for the West, and for the United States in particular, is to gain a
profounder understanding of the processes under way in Russia so that it
does not give up on Russia prematurely, and thereby push a recovering
Russia along a non-Western path, or persist too long in a vain effort to help
Russia rebuild, and thereby fail to prepare for the dangers of Russia’s pos-
sible collapse. 
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7

Epilogue: New Possibilities
Grounded in Realism

September 11, 2001—the day that changed the world, as the Econo-
mist put it in the issue immediately after the terrorist attacks.1 Most
Americans would agree. And, indeed, the change wrought by Sep-

tember 11 has since become a staple of American commentary. As U.S.
president George Bush said September 20 in his address to a joint session
of Congress, “On September 11, enemies of freedom committed an act of
war against our country. Americans have known wars—but for the past
136 years, they have been wars on foreign soil, except for one Sunday in
1941. Americans have known the casualties of war—but not at the center
of a great city on a peaceful morning. Americans have known surprise
attacks—but never before on thousands of civilians. All of this was
brought upon us in a single day—and night fell on a different world. . . .”2

But did it? For Americans, the answer is undoubtedly yes, because they
feel a vulnerability and threat unknown to them before. The changing
focus of U.S. foreign policy will have profound consequences for other
major centers of world power, if only because of the large role the United
States plays in world affairs. The consequences will also be profound for
those countries in the regions of primary concern to the United States:
South Asia and the Middle East. The changes in U.S. foreign policy will
present both challenges and opportunities to other countries as they pur-
sue their interests. But those interests are unlikely to change—and neither
are the domestic factors that inform any country’s foreign policy or deter-
mine its capabilities to pursue its interests. In other words, as a result of
September 11, some things have changed, some have not, and some mat-
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ters are viewed in a different light. The challenge is to determine what is
what.

As far as Russia is concerned, it is not surprising that September 11 has
had little effect on the fundamental nature of power in the country today
or on the domestic challenges it faces as it seeks to rebuild. These are mat-
ters with deep historical roots (the nature of power) or considerable
historical momentum (the domestic challenges to rebuilding) that cannot
be dramatically altered by a single foreign event, no matter how cata-
strophic. Change will come only with time and from the cumulative effects
of events that push developments in one direction or another.

In addition, though less obvious, September 11 has done little to change
the vast asymmetries in power, fortune, and outlook that divide the United
States from Russia. To be sure, the United States fell into recession in the
first half of 2001, and September 11 further eroded an already weak econ-
omy, while Russia’s economic recovery continued in 2001, albeit at a slower
pace than in 2000. Nevertheless, the U.S. economy remains about ten times
the size of Russia’s. The United States has a highly diversified economy and
leads in most innovative technologies, whereas Russia continues to have an
economy based primarily on natural resources that needs trillions of dol-
lars in investment to modernize its obsolescent infrastructure.

Similarly, though September 11 may have underscored U.S. vulnerabil-
ity, the campaign in Afghanistan highlighted the overwhelming power of
the United States. Despite numerous predictions to the contrary, the United
States dispatched with great efficiency both the Taliban rulers and al Qaeda
network in Afghanistan. For Russians, this contrasted with the memories
of their ten-year struggle in Afghanistan.

As a result, the challenges facing the United States and Russia at the
dawn of the twenty-first century are of different orders, and U.S. and Rus-
sian leaders continue to look at the world through different prisms. For
U.S. leaders, the question is how to use their tremendous power to shape
the world in ways that will prolong U.S. preeminence, security, and pros-
perity well into the future, while avoiding the temptation to overstretch.
For Russian leaders, the question remains how to engineer a sustainable
recovery that will return Russia to the ranks of major world powers in fact
and not merely in name. These different perspectives, of necessity, com-
plicate any dialogue between American and Russian elites. 

In the immediate aftermath of the terrorist attacks, President Bush
warned the American people of the dangers ahead. But he also made a
promise: “This country will define our times, not be defined by them. As
long as the United States of America is determined and strong, this will not
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be an age of terror; this will be an age of liberty, here and across the
world.”3 Putin simply could not have made that promise.

What has changed are perceptions of Russia and its potential role in
world affairs. The changes were not a consequence of September 11 per
se, but rather of the Kremlin’s response. To the great surprise of most
observers, President Putin immediately cast his lot with the United States,
and the West in general, in the struggle against terrorism—and that sup-
port came with no explicit conditions. He was the first foreign leader to
reach President Bush by telephone to offer both condolences and help. Less
than two weeks later, he laid out what Russia was prepared to do: 
(1) exchange intelligence on international terrorists, (2) open Russian air-
space for humanitarian flights, (3) encourage the Central Asian states to
offer military bases for the counterterrorist campaign, (4) cooperate in
search-and-rescue operations, and (5) expand assistance to the Northern
Alliance in its campaign against the Taliban.4

In the West, these steps were widely interpreted as Putin’s embrace of
the West, a new course for Russia that put an end to the equivocation
between the West and East that had distinguished Russian policy in the
1990s. To be sure, observers were quick to note that Putin hardly enjoyed
the unanimous support of either the Russian public or, more important, the
elites in this strategic choice. In particular, there were signs of deep dis-
pleasure within the security services and the military, particularly against
the background of a growing U.S. security presence in Central Asia, a
region the Russian elites considered to be their exclusive sphere of influ-
ence. And no one believed that Putin could maintain his course in the
absence of steps by the United States that brought tangible benefits to
Russia. But in the West it was widely believed after September 11 that there
was now a great opportunity to end the acrimony of the late 1990s and to
further Russia’s integration into the West.

To be sure, Putin’s actions did not lead to a sharp turn in U.S.–Russian
relations. Rather, they gave added momentum to the warming trend that
had commenced shortly before the two countries’ presidents met in Slove-
nia in June 2001. At that meeting, the two presidents had decided to finally
put the Cold War behind them, to build a new strategic relationship, and
to cooperate in furthering Russia’s integration into the global economy.
The pace picked up quickly after September 11, as the two countries
became engaged in a sharing of sensitive intelligence on terrorism that
would have been unthinkable on September 10. At the December NATO
Ministerial and following Permanent Joint Council session (where Russia
sits along with the 19 NATO members in the so-called 19+1 format), it
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was decided to create a mechanism to allow Russia to participate on an
equal footing with the NATO allies in discussion and decision making on
a range of matters, as yet to be defined. Progress continued in efforts to
facilitate Russia’s entry into the World Trade Organization.

At the same time, Russia’s image in the West improved dramatically.
The media spent less time criticizing Russian operations in Chechnya or the
Kremlin’s media policies (although both came in for sharp criticism on
occasion). Greater credence was given to long-standing Russian claims
that the Chechen rebels had links to international terrorist organizations.
Investment and financial firms raised their ratings for Russia, as observers
began to pay more attention to the solid economic growth in Russia that
began in 1999. In the Western media, Russia was no longer simply a coun-
try of pervasive corruption mired in a deep socioeconomic crisis. There was
now something very positive to talk about.

At the end of 2001, relations between the United States and Russia
were the best they had been since at least the fall of 1997. As had been the
case in the period immediately after the breakup of the Soviet Union, the
focus in both Russia and the United States was on what the two countries
could achieve together rather than on what divided them. In sharp contrast
to the earlier period, however, there was now little euphoria. The sense of
possibilities was now tempered by knowledge of the failed hopes of the
early 1990s, of the rough road the two countries had traveled later in that
decade, and of the challenges that lay ahead. Rebuilding Russia will take
a generation; fashioning a stable, genuine democratic order out of the cur-
rent political system will take at least as long; meanwhile, rough patches
in relations between the two countries are inevitable. 

Whether the warming trend will continue remains to be seen. Much will
depend on the decisions made in Washington and Moscow as new chal-
lenges arise with the unfolding of the counterterrorist campaign. But there
is hope that a sense of possibilities now grounded in a sense of realism will
provide a firm foundation for making the right decisions in both capitals.
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Chapter 7
Epilogue: New Possibilities, Grounded in Realism
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