DOES RUSSIAN DEMOCRACY HAVE A FUTURE?

Stephen J. Blank
Earl H. Tilford, Jr.
Editors

1994



*kkkkkk

The views expressed in this report are those of the authors
and do not necessarily reflect the official policy or position of
the Department of the Army, the Department of Defense, or the
U.S. Government. This report is approved for public release;
distribution is unlimited.

*kkkkkk

Comments pertaining to this report are invited and should be
forwarded to: Director, Strategic Studies Institute, U.S. Army
War College, Carlisle Barracks, PA 17013-5050. Comments also may
be conveyed directly to the Director of Research, Dr. Earl H.
Tilford, Jr., by calling commercial (717) 245-3234 or DSN
242-3234.



FOREWORD

In 1854, on the eve of the Crimea campaign, Antoine Henri
Jomini wrote, "The Russian Army is a wall which, however far it
may retreat, you will always find in front of you." The political
unrest and economic disarray that followed the collapse of the
Soviet Union and the disintegration of the Communist Empire have
altered, but not crippled, the formidable strength of the Russian
military. While the forces of democracy and reform survived the
elections of December 1993, the very strong support generated by
ultra-nationalist Vladimir Zhirinovsky reminds us that the future
of Russia is far from determined.

In late January 1994, the Strategic Studies Institute, with
the cooperation of the U.S. Army Center of Military History,
hosted a Washington roundtable which addressed the impact of the
December 1993 elections. Scholars from the Army, academia, and
the strategic community met for a day of frank and sometimes
spirited discussion. Each scholar was asked to provide a formal
paper presenting his or her perspective on this subject. These
proceedings are offered because the Strategic Studies Institute
believes that Jomini's observations are as valid today as they
were 160 years ago.

JOHN W. MOUNTCASTLE
Colonel, U.S. Army
Director, Strategic Studies Institute



CHAPTER 1
INTRODUCTION
Stephen J. Blank

Russia's elections in December 1993 produced shock and
consternation at home and abroad. The rejection of reformers, the
high turnout for the Nazi-like Liberal Democratic Party of
Vladimir Zhirinovsky, and the low overall turnout reinforced
latent fears of a turn away from democracy and towards
confrontation with Russia's neighbors and international partners.
Further developments since then: a growing tendency to
concentrate power in the office of the President and/or the Prime
Minister, the projected economic merger with Belarus, the
aggressive foreign policy moves in 1993-94, increased
possibilities for ethnic war in Kazakhstan and Crimea, the
slowing of reform, and the exodus of reformers from the
government only further heightened Western apprehension about
Russia's future course.

Bearing these anxieties in mind, the U.S. Army War College
and its Strategic Studies Institute convened a roundtable
discussion in Washington, DC at the Center for Military History
on January 31, 1994. The rapporteurs at the roundtable presented
papers on the impact of the elections on the chances for
democracy at home, relations with the United States (particularly
military-to-military relationships), the stability of the Russian
Federation, civil-military relationships, and the countries of
Russia's "near abroad."

The roundtable organizers and speakers did not recommend
specific policy options or speak on behalf of any policy or
institution. Rather, their (and our) intention was to stimulate a
lively debate from which an assessment of future trends could be
derived and then presented to policymakers, scholars, and
colleagues throughout the defense and academic communities. In
this regard, the roundtable was quite successful. It more than
accomplished its objectives, even going beyond them in the
discussions that followed each paper. Those discussions grappled
with the problems of devising an appropriate strategy of
engagement with Russia and, to a lesser degree, its neighbors.

Stephen Blank of SSI assessed the impact of the elections on
Russian democracy. He argued that the outcome, where reformers
were dumped and 12 of 13 parties called for slowing if not ending
reform and for more aggressive policies abroad, indicated that
U.S. policy towards Russia had been greatly misconceived. Dr.
Blank also called attention to the fact that absent stable,
legitimate, and legally bound institutions, it is premature to
claim that Russia is both democratic and a status quo power.

He found the reformers guilty of the same "sin" as their
Bolshevik predecessors, namely the effort to revolutionize



Russian society from above in the service of an idea grossly at
variance with the realities of politics and socio-economic life,
namely neo-liberal economics. Although he clearly accepted the
need for massive reform in 1992, he found a lack of attention to
the problems of creating sound governmental institutions, without
which no reform, not to mention a revolution, could succeed. As a
result the reformers failed to create viable state agencies and
instead reopened the historic gap between the Russian state and
society. In effect, the bureaucracy has had to step in and try to
rule Russia in its own name and interest, giving rise to a
formation he labelled "Presidentialism."

This formation is essentially authoritarian. It is not bound
by law, but it is penetrated from top to bottom by criminality
and corruption, and also is inclined towards chauvinistic and
even imperial tendencies in its conception of Russian state
power. While calling itself democratic, it is actually reviving
older Tsarist and Soviet patterns of state building and
institutional development that impart a distinctly Russian
meaning to this term. Following Max Weber's description of late
Tsarism as a pseudo-constitutional regime, Dr. Blank contended
that real power is increasingly concentrated in the office of the
President or of the Prime Minister. These offices have
subordinated major state agencies directly to themselves,
exempting them from any legal or parliamentary accountability, a
trend that can only have profoundly negative implications for a
democratic outcome. Trends since then have shown that this system
tends to duplicate itself inasmuch as Prime Minister Viktor S.
Chernomyrdin has developed his own parallel apparatus or bloc in
the government and Yeltsin's policies increasingly appear to be
incoherent or at least uncoordinated.

Accordingly, a profound rethinking of the nature of Russia's
evolution, requirements in reform, and policies is warranted.
This rethinking not only applies to aid for reform and political
support for Yeltsin and a Russo-centric foreign policy; it also
involves reevaluating such issues as the stability of the
federation, the nature of civilian control over the military, the
future of U.S.-Russian military ties in a military heavily
influenced by Zhirinovsky's message, and Russian foreign policies
in the so-called "near abroad." Subsequent papers took up those
challenges.

Jacob Kipp's paper set forth the ideological message and
program of Zhirinovsky and the sources of his appeal to the
Russian people. That message is one of glorified statism and
racism; a kind of combination of Nazism and the worst excesses of
the Russian imperial tradition. But it is couched in terms of a
shared appeal to Russians based on Zhirinovsky's quite remarkable
ability to make himself the exemplar or embodiment of the
suffering of the Russian people at this time. Zhirinovsky
glorifies the Russian state tradition and identifies empire and
nationality with the state, making his message a lineal
descendant of earlier traditions in Russian political thought,



e.g., Nicholas I's Official Nationality, which dominated
political discourse for much of the 19th century.

At the same time, he makes that appeal in particularly
strong terms to the military whom he characterizes as the
personification of Russia's state tradition and as one of the
most, if not the most, aggrieved sector of Russian society. The
military and the common people, including Russians abroad,
threatened by a loss of empire and the accelerating anomie of a
society characterized by what Russians call Bespredel'’ --no
limits--are thus joined together with his person as the
embodiments of Russia. Essentially this appeal to what
Dostoyevsky called "the insulted and the injured" and "the
egotism of suffering” plays on the sense of victimization and
desire for revenge that now pervades much of the country; where
the humiliations of the last several years at the hands of
foreigners, intellectuals, or Jews (i.e., whoever can be so
characterized for purposes of political defamation and
stigmatization) have gone without redress until now.

More practically, Zhirinovsky has organized extensively
among the military; his ideology is especially pervasive among
younger officers and males who feel particularly aggrieved at the
loss of order in current Russian society. Accordingly, there is
good reason to believe that he enjoys widespread and organized
political support within the armed forces, a factor that makes
their loyalty to Yeltsin suspect. Both Kipp and Thomas Nichols
gave substantial evidence that the claim that one-third of the
armed forces voted for Zhirinovsky was a deliberate underestimate
of his strength among that group where he is busy both covertly
and overtly organizing for what can only be characterized as an
impending coup.

Zhirinovsky told David Frost in an April 1994 interview that
he won over 50 percent of the vote in December and the election
was "stolen" from him. Furthermore, he has had his party make him
"Fuehrer" for 10 years, reinforcing its organizational
similarities to the Nazi party. He has talked openly of a coup
and of his intention to force presidential elections earlier than
1996, as now scheduled. And he influenced the legislature to
grant amnesty to the coup plotters of 1991 and 1993, a move that
fundamentally delegitimized the state and government and exposed
Yeltsin's weakness to the world. At a time when military support
for Yeltsin is questionable to say the least, Zhirinovsky poses
the greatest threat to Russian democracy.

Should he come to power, his election would seriously
imperil if not undo the delicate web of bilateral U.S.-Russian
military contacts, lead to a militarization of issues stemming
from Russians' rights outside of Russia, and could provoke
military conflicts all along Russia's peripheries, if not civil
war in Russia itself. His ascension to power, or attempt to do
so, could therefore undermine all the fundamental principles upon
which U.S. Russian policy is based. Should that happen, we might



enter a realm in which purely political and economic tools by
which we have sought to assist and manage Russia's democratic
transition may no longer suffice or apply to Russia's conditions.
We would then have to consider seriously military responses to
the threats Zhirinovsky would pose to Russia itself and its
neighbors. That process would remilitarize the bilateral
relationship with unforeseeable and incalculable consequences.

Thomas Nichols' paper focused on civil-military relations.
He produced substantial evidence indicating how tenuous military
support for Yeltsin is and how well Zhirinovsky has capitalized
upon the military's disenchantment with reform. Nichols brought
together press reports and election evidence, as well as personal
interviews demonstrating that large sections of the officer corps
(which now comprises almost 50 percent of the military) still
show loyalty to a concept of the Russian state which is both
imperial and in some sense Soviet. This is not to say that they
are loyal to the Soviet military- political command system, but
rather to the territorial empire that was formed under Soviet
leadership and which that leadership identified with the state.
In other words, they seek a renewed imperial state, which, as
Russian tradition suggests, is the only way many of these people
and the right wing's supporters can conceive of the Russian state
and of Russia. This makes them receptive to Zhirinovsky's appeal,
which combines statism, imperialism, and the draconian social
morality of the earlier Soviet period. It is not a loyalty to the
Soviet order, especially after Brezhnev, but rather to a sense of
past glory and statehood, or political identity amid present
frustration and even degradation.

Therefore, it would appear that the loyalty of the military
to the government is deeply in doubt, a factor that makes any
prognosis for democracy and renunciation of imperial temptations
still more doubtful. In her paper on the stability of the Russian
Federation itself, Jessica Stern underscored the ways in which
Moscow has failed to decentralize its role as the center of a
vast imperium and create genuine, durable, and legally
institutionalized networks for the deconcentration of power. By
refusing to delegate powers, although it cannot provide basic
governmental services, stable economy, or law and order, Moscow
has provoked local organizations to take power. This trend is
reminiscent of 1917 when local organs of power, many of which
were Soviets, had no choice but to take power to maintain any
social order in their bailiwicks. The absence of binding laws and
the lack of popular support for the new constitution, itself a
blueprint for an authoritarian regime that is incapable of making
the government work, raise the danger of both local secession or
of coups at the center to make that power effective from the top
down. Either way, Russia's internal stability cannot be relied
upon; rather it is illusory. Stern's statistical findings suggest
that 39 of 89 provinces voted against the constitution, and, in
any case, as the amnesty crisis alluded to above shows, neither
the legislature nor the executive is concerned to rule by law.
Inasmuch as the state cannot provide basic economic services,



local authorities have often entered into cooperation with local
armed forces to take over responsibility for provisioning them.
That process is leading to the formation of local civil-military
ties, or even potential warlordism. Civil-military control from
Moscow could break down in some of these areas and lead to
political secession of provinces, especially those with large
non- Russian populations. This secession could also lead to
military localism and secession from the chain of command, an
event which would almost certaily plunge the region in question,
if not all of Russia, into the vortex of military conflict.

But it is not just the internal stability of the federation
which is open to question. There are about 25 million Russians in
the states around Russia, the so called "near abroad." As llya
Prizel observes, the election returns intensified those states'
fear that these populations could be mobilized as a fifth column
or as a pretext for aggression against them as in Sudetenland and
Czechoslovakia in 1938 and Poland in 1939. The use of these
minorities as pawns in the Russian power struggle at a time when
the gravest fears of Russia's development are pervasive only
further reinforces the general sense of insecurity that
characterizes the near abroad.

However, these states are themselves vulnerable because of
their failure, outside the Baltic, to reform economically and
provide sustainable bases for governing without prospective
ethnic crises of this sort. Therefore, there is no current
security alternative to the Commonwealth of Independent States
(CIS) that is viable for these states except for their isolation
amid increasingly deteriorating circumstances, both domestic and
foreign. The Ukraine's current travails over the looming Crimean
secession, and the provocation of military incidents by Russian
sailors in the Black Sea Fleet, demonstrate the dangers to which
Prizel referred. In Ukraine, any further loss of civilian control
over the military combined with the playing of the ethnic card of
Russians abroad, either by Zhirinovsky or by those who seek to
coopt his message and support, could easily ignite a
conflagration between forces having nuclear weapons on their
soil. But even if there is no such conflict and the rivalry
between Moscow and Kiev remains purely economic-political,
Ukraine remains in the front line of the danger and is isolated
in Europe. This is because it failed to reform and overcome the
potential for ethnic and economic polarization in its domestic
politics, and because it has mishandled its security policies.

Despite the agreement of January 1994 to denuclearize,
Ukraine has yet to forge either workable political institutions
that can coexist with each other, a meaningful economic reform
plan, or a viable security concept that prevents it from being a
Russian client or satellite. Inasmuch as Ukraine is the true key
state in the region that determines whether a new Russian empire
will come about or not, its own internal instability at a time
when Russian appetites are growing and Russia's own crisis is by
Nno means overcome can only leave one with a sense of ever present



danger there, and, more generally, in the near abroad.

These conclusions are offered, not in a spirit of
partisanship, but rather, as we stated above, as the fruit of
disinterested analysis and sober reflection. They all point to
the need to rethink U.S. strategy and devise more comprehensive
and coherent forms of engagement with all the states in the
"post-Soviet space” before it is too late. And one should not
think that there is much time left to do so, especially given the
omnipresent threat of a coup against Yeltsin which could succeed.
In regard to Russia, the hour is late and the institutions
involved are naturally loath to change their modus operandi
the work is essential, the imperative is urgent, and history
won't wait.

, but



CHAPTER 2

THE IMPACT OF THE PARLIAMENTARY ELECTIONS
ON RUSSIAN DEMOCRACY

Stephen J. Blank

In framing a government which is to be administered by
men over men, the great difficulty lies in this: you

must first enable the government to control the
governed; and in the next place oblige it to control
itself.

James Madison

Introduction

Russia's December 1993 elections produced shock,
consternation, and surprise at home and abroad. The results
highlight reformers' failure to create coherent or stable
governmental institutions as specified by Madison, a failure
having profound consequences. This analysis of the election’'s
impact upon democratization focuses on his criteria: control of
the government, control of the society. To grasp that impact we
must also dispel myths that impair our understanding of Russian
realities, address ourselves to those realities, and place them
in the context of Russia's ongoing political and institutional
history.

The first myth to be banished is that Russia's
intelligentsia and political elite, our main source of opinion on
Russia, are democrats as we understand the term. Far from being
thoroughly committed democrats, they reacted to the returns with
predictable hysteria, fear, disdain, and elitist contempt for the
masses who had spurned the elite's noble self-sacrifice for them
in taking power and creating mass poverty in a single stroke. The
election returns reconflrmed for them the masses' basically

uncivilized nature. ! Far too many 'liberals' and reformers are
ready now to throw out separation of powers and the rule of law
to save reform. 2 After the election many 'democrats' urged

Yeltsin to form an authoritarian government of corporate or
bureaucratic elites (following in Von Papen's example in 1932
Germany). That regime could only end as a bureaucratic despotism
because only Ieadlng office holders and their clients would

support it. % This reaction displays the intelligentsia's

persistent undemocratic self-image as an elite called upon by
history to save the masses from their ignorance and savagery.

The U.S. reaction was no less predictable and signified a
continuing U.S. misreading of Russian reality. Although the
embassy had warned that the antidemocratic forces were gaining on
the reformers, those reports were disregarded in favor of
pietistic, poetry-laden speeches of how Russia was making



democracy flourish. * When one considers that Russian developments
like the election returns, the composition of the new cabinet,

and Russia's adroit Bosnian initiative in February 1994 all

surprised the Administration, the misreading of the election

returns can only be seen as part of a pattern of misconceived

policy or a second example of mythmaking. Those policies appear

to be based as much on wishful thinking as on anything else. A

third myth, that such an election is, as current political

science tells us, our most reliable indicator that democratic
consolidation is taking place, must go, too. > Fourth, the
reaction abroad attributed the outcome almost wholly to

widespread economic distress, a conclusion that initially led to

U.S. pressure on the International Monetary Fund (IMF) to relax

its policies and procedures for Ru55|a a shift that had

devastating consequences. ® Now the United States wants more
reform and more therapy although we cannot fund it and expect
Yeltsin to follow policies we or the fiscal institutions we

dominate recommend. This paradox reflects U.S. incomprehension
that our effort to create a liberal Russia when we lack the

resources to do so hurts precisely those who most need access to
global capital markets to make the transition.

Russia's Political and Economic Crisis

But for sophisticated observers of Russia the results were
not surprising. After all, we gave Ross Perot 19 percent of the
vote in 1992 and George Wallace 14 percent in 1968 during
enormous moral, political, and economic crises in American life
and they were in many ways not unlike Zhirinovsky. Nor can we
attribute this vote solely to economic distress due to Russia's
botched reforms. That myth merely restates the vulgar notion that
political action only reflects narrow economic motives. Rather,
the election shows a society in profound political and moral, and
economic crisis. The Yeltsin regime's failure to create viable
political institutions is as much to blame as are its economic
policies whose failures also stem from this mainly political
deficiency in state-making.

To grasp the election's impact on democracy, we must also
start from basic political, institutional, and economic
realities. Reform's fate was sealed when 12 of 13 electoral blocs
advocated ending what they called shock therapy and a more
aggressive, even imperial national security policy. 8 When Prime
Minister Chernomyrdin proclaimed an end to reform and a reliance
on social protection and state investment on November 23, 1993,

i.e., before the vote, he read the public correctly. ® Similarly
President Yeltsin's observation that the public voted as much for
order and strong leadership is not far wrong. 10 Zhirinovsky's

strong showing does not mean the ‘end of reform' or signify that
reform'’s course will be slowed down. Had he not existed those
would still be the clear results of the election. In view of the
elite's limited commitment to democracy and true democratic
participation, it is a profound fallacy to believe it will bring



about democracy as understood outside Russia. In practice,
Russian democracy today means essentially what it or egalitarian
ideologies always meant, a bureaucratic oligarchy led either by a
strong bureaucrat--Yeltsin, today--or by a weak "Tsar." While it
offers egalitarian or democratic rhetoric and seemingly
democratic practices; it preserves the essence of bureaucratic
despotism.

Another misreading of Russia is that the entire country is
drowning in hardship. While this is true for far too many, it is
hardly the whole story. Average wages have outpaced inflation in
dollar terms, going from $8 a month in January 1992 to $87 in
November 1993. Retail sales (adjusted for inflation) climbed 4
percent through October 1993 and for some goods like sugar or
cars the rate of increase in consumption is much greater. More
people can bu¥ what they want even if too many remain trapped in
dead ends. Similarly Russia has an $8 billion foreign reserve
surplus and a $14.3 billion trade surplus through September 1993,
Russian banks hold another $18 billion in declared foreign
currency deposits and Russian firms have as least that much
estimated in illegal foreign accounts. 2 This capital flight
reflects skepticism about the future and a justified lack of
confidence in the government. Indeed, even the government itself
does not invest its money at home; it keeps the $8 billion
surplus abroad or in Russian banks. ? That policy hardly inspires
confidence at home or abroad but the figures show a rising
potential for capital formation and productive investment.

This is not to say all is well; that is not the case. But
the roof has not fallen in and need not do so. Indeed, it is as
likely as not that an entrepreneurial and professional middle
class will develop that in some sense will support capitalist
reform, even if only because it and the state are tied by
corruption. Corruption in Russia is hardly news, even if the
violent crime that accompanies it is. Those phenomena reflect the
demoralization and anomie that naturally stem from a breakdown of
socio-political control. In fact, the explosion of visible
corruption reflects democratization, for under Communism the
state drove out criminals and entrepreneurs, and incorporated
crime into itself. 4 Similar phenomena took place in the early
New Economic Policy period and foreign observers believed then
that the end of communism was imminent. Moreover, opinion polls
and voting analysis confirm that generational, geographical, and
economic cleavages that reflect the support of new industries and
entrepreneurs for reform are real factors affecting Russian
politics. ®> While there are far too many have nots; there are
also many haves.

Nevertheless the election returns show the government and
reformers to be in an impasse of their own making. Where shock
therapy or the big bang (i.e., massive economic reforms all taken
at once in accordance with Western prescriptions) has taken place
with uninterrupted reforms, economic restructuring has
accelerated and growth becomes possible. But where reform has



been disrupted, suspended, or slowed, as in Russia, the
socio-economic and therefore political crises are deeper, last
longer, and resist progress more. 16 On the other hand, where
reform has cut deeper, the political opposition to its costs has
led to the return of Communist or socialist governments as in
Lithuania, Poland, and, in 1994, very likely Hungary. Thus,
further reform to impose monetary stability, cut subsidies to
value-subtracting industrial dinosaurs, and terminate inflation
risks mass unemployment and a political explosion. The payoff
only comes later. On the other hand, a brake on reform will not
alleviate suffering and will make it worse when reform must be
faced. In addition, a brake upon reform perpetuates all the

social disjunctions that give rise to Zhirinovsky-type phenomena.
Ukraine, which followed in the steps of Yeltsin's opponents,
exemplifies this catastrophe. Ultimately, reform is inescapable
since the costs of temporizing are unbearable. But its costs are
equally risky. And if one looks at economic prospects for Eastern
Europe;lgrofound, intractable, and long-term problems remain
ahead.

But rather then say shock therapy is the villain in the
play, it is more accurate to torpedo another myth, i.e., that
Russia, like Poland, went through shock therapy. While price
controls are ending and privatization has done well, essential
monetary stabilization has not taken place. Nor could it be
because of the political realities that the reformers so rashly
disdained. While ex-Finance Minister Fyodorov did his best to
restrain inflation, the state still subsidizes losers and
reinforces failure. Nor does it control the banking system.
Russia has experienced a series of alternating shocks in a
half-baked effort to impose shock therapy that has pushed
recovery further into the future and will increase the level of
suffering and dislocation from reform. Clearly the neoclassical
economists who made up the government and advised it from the
outside believed their professional dogma that homo economicus is
the same in La Paz as in Moscow and that by some miracle of the
market the state and politics could be eliminated from Russia.
Consequently, Russia now pays for a political failure to control
monetary and industrial policy. This misreading of Russian
politics and the disdain for it by the reformers and outside
advisors like Jeffrey Sachs (who then washed his hands of Russia
saying that nothlng could be done and now blames the IMF at every
opportunity) “have been the main intellectual obstacles to a
viable government and a recovering economy. Shock therapy, once
tried, was abandoned, proving itself to be a disastrous failure
in Russia.

18

The main, seemingly economic, reason that price decontrol
and privatization have not contributed further to faster recovery
but have accelerated political unrest is the lack of monetary
control expressed in continuing subsidies to uncompetitive
producers. Ex-Deputy Prime Minister Egor T. Gaidar recently
acknowledged that these subsidies, e.g., to uncompetltlve
agrarian producers, still continue. 20 Despite two years of



supposed shock therapy, the largest item of state spending is

still the 9-10 percent of GDP to subsidize the dinosaurs that

costs more than education and defense combined, and demonstrates

that the government still cannot control the economy. L Nor is
the Voennaia Ekonomika, the military economy, undergoing the
conversion that it needs and that would decisively democratize

and demilitarize Russia. 22 |nstead this sector still rightly

counts on bailouts and subsidies and eludes effective market, not

to say, state control. For instance, Mikhail Malei, a leading

lobbyist for this group, celebrated the new constitution because

the Security Council's 10 committees can substitute for the

ministries and bypass coalition debates. 23 Subsidies and bailouts
are policy decisions that display reformers' inability to sustain

their ideology or see the need for coherent state institutions

and politics in Russia.

The current inflation not only reflected state policy's
internal incoherence, it led to the fall of the government in
1992. The new government remained divided throughout 1993.
Ministers fought publicly with each other either to subsidize
their constituencies or against inflation and subsidies, in all
cases with no control over the State Bank. As Steven Erlanger
reported for The New York Times,

His [Yeltsin's] decision to keep Yegor T. Gaidar, a
current First Deputy Prime Minister and leader of the
reformers, means the probable continuation of a
government so divided that it has been unable to pursue
a consistent economic strategy. After two years of
on-again, off-again policy that can scarcely be called
coherent, many Russian voters rebelled against this
instability 02f4an uncharted transition to a market
economy.

As if to confirm that assessment, Prime Minister
Chernomyrdin repeatedly ruled out shock therapy while Yeltsin
said Gaidar stays, a sure recipe for gridlock. Not surprisingly,
the first post-election cabinet meeting broke up because of
profound division over a new privatization program. 5 Even now,
in April 1994, no new reforms have been undertaken although
Chernomyrdin, to his credit, has heretofore resisted the pressure
for further massive subsidies. Chernomyrdin unwittingly reflected
the reality. He stated, quite wrongly, that the government worked
harmoniously, and then noted,

But we have no particular contradictions. My job is to

take account of all opinions, weigh everything and make
the decisions. And this is what is important--the
government program has been adopted, and not one of my
colleagues had objections in principle. This is

essentially a model of coalition government as it were:

Its members adhere to different political positions but

work harmoniously.



That explains why they all campaigned against each other in the
elections.

Here, on November 23, three weeks before the election,
Chernomyrdin rejected further "shocks," or mass unemployment and
showed that he had no understanding of modern bankruptcy or the
need to stop subsidizing the dinosaurs. Yet press reports claimed
the government intends a planned and consistent reduction in the
money supply, production subsidies, and the deficit to 5 percent

of GNP in 1994. %’ These incompatible policies ultimately can only

be reconciled by the departure of Fyodorov and Gaidar and
bailouts for dinosaurs.

The current state of privatization reflects the paralysis of
state policy. While Deputy Prime Minister Chubais, its architect,
promotes the program's success, an essential aspect of success,
ending subsidies and allowing uncompetitive firms to go bankrupt,
languishes. One thousand firms are estimated to be insolvent, but
nothing has happened to them or their workers because they still
live off borrowed money and state credits. Since there is no
social or manpower policy to redirect labor to productive
enterprise, these firms continue to suck money out of the economy
and promote inflation. Moreover, a new government decree on
bankruptcies reserves for the State Property Committee most of
the decision-making for insolvent firms. Banks and other
financial institutions that are their creditors or have a direct
stake in their survival or restructuring, will have little say in
these matters. Thus, the lack of foresight about institutional
reform has rebureaucratized the economy and will allow firms to
use political connections to avert their inevitable demise.

Finally, in his interview Chernomyrdin also admitted that
"strictly sgeaking, there was no real social policy in the past
year."~ %’ He conceded that the reform program amounted to
privatization, decontrolling most but by no means all prices, and
otherwise, nothing. He thus confirmed the implications of the
decree on bankruptcy. Not surprisingly the voters repudiated the
regime.

The Institutional Roots of Russia's Crises

Hence the government's failure, despite its victory over
Parliament in October 1993 must be seen as preeminently a
political one, i.e., failure to build viable coherent state
institutions, laws, and policies, not shock therapy as such. The
failure there was to propound a theory that cannot be implemented
even where optimum conditions for it exist. This theory cannot be
implemented because it cannot substitute the state for society as
it intends to do, and do so in a technocratic, "scientific”
manner. The result is the further weakening of social structures
and the recourse to a new bureaucracy and presidentialism to make
up for the lack of viable social supports for any policy.
Consequently, the current political crisis will intensify unless

28



state institutions become coherent, legitimate, and viable.

Otherwise no policy is possible from this legislature. Should

that happen the sole alternatives would be either a perpetual
political and economic crisis whose dimensions and outcome cannot
be predicted or the turn towards presidential authoritarianism
described below.

Economic reform is as essential as before to rationalize
production relations, create rational prices, continue
privatization, and most of all achieve monetary stability as a
precondition to real growth. However, institutional and
structural political reforms are equally necessary to extricate
Russia from its miseries. This failure to create a viable
political order bespeaks the reformers' failure to ‘crown the
edifice' (the language of the reformers of the 1860s and chosen
deliberately here) of their revolution from above, Russia's
traditional form of pathbreaking political reform. Formerly
everyone understood the need for a uniquely peaceful revolution
to sweep away Communism and let a gale of 'creative destruction'
destroy the old order to rebuild a viable democratic order in
economics, politics, and security policy. Only now do observers
see how crucial is political Ieadersh|p Where there are few or no

"prerequisites for democracy."

Political, institutional, and constitutional reform are at
least as important as economic reforms and may even need to take
precedence over them if the latter are to succeed.
committed to Milton Friedman and Friedrich Hayek were ill-suited
to the task because they faced an unresolvable contradiction. The
vast economic and political measures that must be undertaken and
the total institutional and cultural restructuring that must
coincide with them are intrinsically long-term undertakings and
are only possible by state action. Yet, if one is going to oust
the state and totally renew it all at once, the magnitude of the
challenge facing government can be accomplished, if at all, by a
revolution from above that is only achievable by the most
powerful and antidemocratic states.

In Russia's case this was even more demanding an agenda
because there was no Russian state to take over and remodel as in
Central Europe. Before 1991-92 there was no Russian state or
governing institutions and the state itself had always came
second to the party. Consequently, on top of everything else, the
reformers had to create a state along with a market and they
never understood how crucial that task was to for the success of
a market economy. Contrary to classical liberalism, no market can
succeed without a functioning and organized government. Equally
important, the political reforms to expand democracy will quickly
throw up institutions like Parliament and nascent interest groups
who try to manipulate outcomes to suit their interests or control
them to gain power over the process and distort the pure theory"

3! Reformers

to which the government is adhering. ® As many analysts now

realize, political democratization, even when successfully
carried out, almost unavoidably wars with economic reform.



Governments at all levels must now account to people who demand
quick results and organize into rival interest blocs that bargain

and negotiate with other interests and the leaders of the new
expanded political arena. Thus,

The bargaining and compromise that are routinely
required to achieve policy agreement in pluralist
democracies imply a degree of incrementalism that
economists have attacked as entirely inadequate and
possibly detrimental to the needs of East European
economies.

It logically follows, therefore, that Russia and its former
satellites require a strong lawful state to implement reform.
That state must enjoy a firm basis of popular authority, and a
well-trained, capable, honest, depoliticized, and, we may add,
law-abiding bureaucracy. ®> The absence of precisely these forces,
i.e., of social supports for the regime from below, contributed
to the election results and tempts Yeltsin and his colleagues to
elbow Parliament aside and govern by decree. Indeed, Yeltsin said
as much in justifying a strong presidency, citing, inter alia,
the extraordinary weakness of executive and state discipline. His
only answer was a strong presidency, not the rule of law and a
strong Parliament to which government must be accountable.
Until then no government can be legitimate, because essentially
there will be rule by decree or caprice. If democratic legitimacy
does not come primarily from "shared institutional guarantees for
competitiveness," it will not come at all. Reformers will
inevitably be tempted to rule undemocratically to impose their
reforms.

The elections and the coups that unseated Parliament in
September-October 1993 tell us that Russia still remains stuck in
its unending and still unconsummated revolutionary crisis. No new
order can be discerned. Because they failed to create legitimate
new relationships and structures and espoused the simple-minded
idea that letting the market loose would automatically lead to a
self-regulating equilibrium, as postulated by neoclassical
economics, reformers neglected the need to build political
support, as was done in the Czech Republic by Vaclav Klaus, or to
build viable institutions. Instead, in good Russian style, they
made another revolution from above with a basically elitist
mentality and implications.

Towards Presidentialism

Paradoxically the so-called "Chicago boys" sought to use the
state to make this revolution from above to remove the state from
the economy. They failed to understand that the fact of state
regulation cannot be an issue in 1993. Rather the quality and
direction of that intervention is at issue and is crucial. Thus,
the reformers fell into well-known traps of Russian and Soviet
institutional history. Each minister quickly became an advocate
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for his ministry at the expense of others. 3 | ike Tsarist
ministers they soon publicly and privately complained about each
other. Furthermore, like good Tsarist bureaucrats, they and

Yeltsin have increasingly resorted to rule by decree to freeze

out Parliament. Since they also believe the masses to be little

better than ignorant savages, they became both increasingly
highhanded and flouted any concept of rule by law. In true
bureaucratic fashion they moved to depoliticize policy as much as
possible and convert it into essentially admlnlstratlve fiats, a
long-standing Russian practice. ° Worse yet, the new government
succumbed quickly to corruption, without which the network of

crime across the state and military cannot exist, and which

quickly became a weapon of political intrigue within the

cabinet. *° But perhaps most debilitating for the rule of law, an
essential ingredient of consolidated democracy, was the

bureaucratic and rule-making proliferation that has occurred

since 1991. Deputy Prime Minister Sergei Shakray observed in

early 1992 that,

While acknowledging that there were (as of early 1992)
more than twenty structures in Russia in the defense,
security, and enforcement sectors operating without any
coordination, Yeltsin's young legal adviser maintained
this was probably a positive development, as the
competitive struggle would allow the more competent
institutions to prevail.

One can see why Shakhray might favor this process, but it
brings a smile of recognition to the student of Tsarist or Soviet
institutional history, since this exactly replicates their
beliefs and practices. 2 Such phenomena of intra-bureaucratic
competition were and remain autocrats' constant tactics to
preserve their power lest the bureaucracy become a
self-perpetuating oligarchy not answerable to them.

These processes also reflect society's weakness wherein the
state could try to take over more and more social functions. But
Shakhray's view also explicitly renounces any effort by the state
to control its own rule-making, defense, and security apparatus
by law. This failure has had predictable results. All these
agencies have since grown in number across the entire range of
government, and neither the government, the old Parliament, nor
the Constitutional Court has any conception of being bound and
ruled by law. This state of affairs only leads to divided and
paralyzed government, and is the quintessential institutional
basis for the primacy of the Russian autocrat to continue. In
this sense William Safire was probably not far wrong when he
suggested that Yeltsin, although he will never admit it, was the
election's real winner since he got his constitution with its
formidable presidential powers, a convenient whipping boy with
which to blackmail external audiences, i.e., Zhirinovsky, and it
greatly diminished his proteges, all of whom were already
thinking how they would run against him. 3'Yeltsin has
assiduously divided his proteges against each other to preserve



his own undiminished prerogative. While this tactic helps him
retain ultimate power and authority, it works against a rule of
law state, coherence, and viable policies. But it does carry on
Russia's political tradition of centralized autocratic rule.

Indeed, if we look at policies before and after the election
we see the steady trend to centralize power in Yeltsin above and
beyond any public, institutional, or legal scrutiny. Yeltsin,
since October 1993, has pursued "untrammelled power" that removes
him from accountability to anyone or any organization. “ Today,
like a Tsar, he says he is only answerable to his conscience. 45
We need not even look to the crisis of September-October 1993
that led to the forceful end of Parliament as an example. Yeltsin
had good reason to believe that his enemies there, Khasbulatov
and Rutskoi, were planning their own military coup before that,
thus justifying Yeltsin's preemptive strike of disbanding
Parliament in September. ¢ 50 too they provoked the open use of
force in Moscow on October 3-4. Clearly neither they nor Yeltsin
believe they were bound by laws or answerable to anyone.
Yeltsin's defense of the Constitution's broad presidential
prerogatives could have come from the mouths of any Russian
leader. He claimed first, that the constitution really did bind
him in important ways although he had shown earlier his readiness
to rule by decree; second, that he had more interest in social
stability than anyone else; and third, that the people themselves
acknowledged the need for strong leadership, not only his. 47 But
he went on to say,

| won't deny that in the draft the president's powers
are really considerable. But what do you want? In a
country that is used to Tsars or "great leader," in a
country where clear-cut interests have not been defined
and normal parties are only just beginning to emerge,
in a country where executive discipline is
extraordinarily weak and where legal nihilism is
enjoying an unrestrained spree--in such a country,
should we place our stakes only or mainly on
Parliament? In six months, if not before, people would
be demanding a dictator. Such a dictator would be
found, let me assure you, possibly in the Parliament
itself.

Similar quotations from any of his Tsarist or Soviet
predecessors could easily be found. But this one shows that
Yeltsin does not see that the point of a Parliament is to impose
executive discipline under law. Worse yet, Deputy Premier Oleg
Soskovets announced in November 1993 that since Yeltsin had
decreed the constitution into being he could, if displeased with
any clauses, amend or abolish them by decree as well. 49

On the other hand