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Introduction

Russia as a permanent member of the UN Security Council and
nuclear power remains a key player in Eurasia with a substan-
tial leverage in the post Soviet space and, at the same time,
the most important neighbour of the EU. However, in the coming
decades Russia will face serious challenges to its internal pros-
pects and international position. The further rise of China, neg-
ative demographic trends (shrinking population, emigration of
well-educated people), substantial increase of the share of Mus-
lim population, degradation of its infrastructure, unsustainabil-
ity of the current economic model and rampant corruption are
the most important factors which will impact on Russia’s future
and by default on the EU’s. Certainly, Russia’s democratization
would substantially increase its ability to face these challenges
and impact positively on EU-Russia relations. A recent awaken-
ing of the Russian society created a new window of opportunity
for the country’s genuine modernisation and democratisation.
This report composed of two articles “The cat that walks by
himself: Russian foreign policy at the beginning of the twenty
first century” written by Adam Balcer, programme director at
demosEUROPA and “Russia’s uncertain future: internal dynam-
ics and possible trajectories” written by Nikolay Petrov, Scholar
in Residence, Carnegie Moscow Center is trying to find answers
to three crucial questions:

e What are the most probable scenarios for Russia’s internal
development?

e What implications will have developments in the world and
particularly in Eurasia on Russia’s foreign policy and its inter-
national position?

e How could the EU in the most efficient way make an impact
on internal processes in Russia?






The cat that walks by
himself: Russian foreign
policy at the beginning of
the twenty first century

Adam Balcer

Main thesis

1. Russia’s main strategic goal lies in the achievement of great
power status equal to the US, China or the EU. Therefore,
Russia foreign policy focuses on creating a system of interna-
tional relations in which large states are the primary guard-
ians of the global order based on a general balance of power
among themselves (multipolarism), respecting one another’s
position within their spheres of influence.

2. Russia aspires to be an unique balance holder and intermedi-
ary between the West and the rest on the global scene pursuing
independent course with equal distance to other poles of power.
Its uniqueness is supposed to derive from its locus of belong-
ing in the European cultural community and, simultaneously, its
Eurasian and non-western economic and geopolitical character.



3. Moscow maintains an important position on the international
arena by virtue of its largest nuclear arsenal in the world,
permanent membership of the UN Security Council, lever-
age in the post-Soviet area and abundant natural - particu-
larly energy - resources. However, relatively limited size of its
economy and national income per capita, low level of innova-
tiveness, over-dependence on export of resources, high level
of corruption and serious structural challenges (e.g. shrink-
ing population and changes of religious structure) seriously
undermine Russia’s ambitions.

4. Russia has a peculiar geopolitical position as the largest state
on the globe which is a highly multiethnic and multireligous
country, very sparsely populated and stretching between Asia
and Europe, with very long border with the Muslim world
and rising China. In consequence, Russia distinguishes it-
self against a background of other main players on the glo-
bal arena in the complex relationship with the outside world.
Substantial and multidimensional leverage in the post Soviet
space combines with high level of vulnerability to negative re-
gional and global trends (further integration or disintegration
of the EU, future of its enlargement, rise of China and Turkey,
changes in the energy global market: shale gas, Iran’s rela-
tions with the West, decreasing Russia’s leverage in the post
Soviet area). The latter will have a crucial impact on Russian
foreign policy in the twenty first century .

5. Russia’s foreign policy is decisively Western-centric but at
the same time full of contradictions. The NATO countries are
perceived by Moscow as the main source of economic and
technologic modernization. At the same time, they are offi-
cially recognized as the greatest danger to Russia’s security.

6. Despite the multipolar discourse, Moscow intends to built
its international position through bilateral relations based
on equality with the US, which is still perceived as the most
important point of reference in “organizing” the Russian for-
eign policy. The foundation of this relationship lies in the nu-
clear potential of Russia. However, an enormous discrepancy



of economic power between the US and Russia as well as
the rise of China make Moscow’s ambitions to establish bipo-
larity with Washington an unrealistic option.

7. Objectively, the most important economic and political part-
ner for Russia is the European Union. However, Moscow treats
the EU as a secondary player in comparison to the US. A sub-
stantial divergence of values and interests between Moscow
and Brussels is a serious challenge on the path towards more
enhanced cooperation between Moscow and Brussels.

8. Russia has a globalist world-view but its capabilities are pre-
dominantly regional. Russia believes that it can only be a pole
in the multipolar world if it has a sphere of influence. Rus-
sia perceives the post-Soviet space as its sphere of interests
and demands from the external actors that they recognize its
special status. Russia’'s eagerness to defend its interests is
directly proportional to the rise of the engagement of other
actors (China, the EU, Turkey, the US) in the region which is
undermining Russia’s leverage.

9. Inspite of Russia’s declarations of equal distance to other
poles of global power, a substantial economical and political
rapprochement between China and Russia has taken place
in the recent years. Yet both countries have not overcome
mutual distrust and do not aspire to establish a tangible and
close alliance. Nevertheless, as China prepares to become
a new superpower in the twenty first century, Russia, the cold
war superpower, will have little choice but to accept the rising
China as a crucial priority in its foreign policy, independent of
Moscow’s relations with the West.

10. The agenda of Russian foreign policy is strongly related to
the internal political system based on the authoritarian model
and worldview of Russian society. The future of Russia’s foreign
policy will strongly depend on its internal developments, namely
the scale and character of its democratization. However, “an ad-
diction” to great power mentality will have a substantial impact
on Russian foreign policy, even in case of its democratization.
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Since the fall of communism, the mostimportant goal of the Rus-
sian foreign policy has been the achievement of great power
status. A great power is a state which will achieve the position
of a member of the global multipolar order with equal status
to the world principal powers (China, the US and, in the future,
possibly the more internally integrated EU). All other aims are
subordinated to this number one strategic priority. According to
Moscow, the world is currently undergoing an evolution from
the unipolar order dominated by the US to the more pluralistic
global order. In this new world, smaller states fend for them-
selves as the main players jockey for influence over them. Rus-
sia’s vision of the multipolar world order and its own place in it
was expressed most clearly in 2008 by the president of Russia
Dimitri Medvedev in his famous speech, in which he expressed
what became known as the Medvedev doctrine:

Firstly, Russia recognizes the primacy of fundamental princi-
ples of international law, which define the relations between
civilized nations. It will build our relations with other countries
within the framework of these principles and the concept of
international law.

Secondly, the world should be multipolar. A single pole is unac-
ceptable. Domination is something Russia cannot allow. It can-
not acceptaworld order in which one country makes all the de-
cisions, even as serious and influential country as the United
States of America. Such a world is unstable and threatened
with conflict.

Thirdly, Russia does not want confrontation with any country.
Russia has no intention of isolating itself. It will develop friendly
relations with Europe, the United States of America and other
countries as much as possible.
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Fourthly, protecting the lives and dignity of its citizens, wherever
they may be is an unquestionable priority for the country. Rus-
sian foreign policy decisions will be based on this requirement.
Russa will also protect the interests of its business community
abroad. It should be clear to all that Russia will respond to any
aggressive acts committed against it.

Fifthly, as is the case with other countries, there are regions
in which Russia has “privileged interests”. These regions are
home to countries with which Russia shares special histori-
cal relations and with which it is bound together as friends and
good neighbours. Russia will pay particular attention to its work
in these regions and build friendly ties with these countries, its
close neighbours.!

In Moscow’s view, Russia’s position on the world scene is based
on three pillars:

e military capabilities (the largest stock-piles of nuclear weap-
ons and fissile materials in the world, military-industrial
complex second only to the US, the fifth military expendi-
tures in the world and the second according to their share
in the GDP among the biggest economies, one of the largest
armed forces on the globe regarding numbers of serviceman
and military equipment)?

e the largest natural potential (agriculture, minerals, energy)
with particular importance of energy resources®

e economic potential (the sixth GDP (PPP) in the world, the third
international foreign exchange reserves, the third fastest pace
of growth among the largest economies (top 10) since 2000,
small public and foreign debt)*

On the other hand, the Russian political elite is aware that in or-
der to become a fully-fledged great power it must increase its
technological capacities and innovativeness and competiveness
of its economy through modernization and a successful fight
against corruption. However, authoritarian and corrupt charac-
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ter of the Russian political system puts a serious constraint to
Russia’s ability to reform itself.

The key importance of the great power concept in the Rus-
sian foreign policy is related to the core continuities starting
with the Tsarist Russia and going through the Soviet Union until
the modern Russian Federation. Russia has developed for cen-
turies as a multinational and multireligious empire. The pace
and scale of its territorial expansion were one of the most spec-
tacular in the history of the human kind. As a continental em-
pire, Russia did not establish, in difference to the UK or France,
a clear division between the ruling core and its colonies. The ter-
ritorial expansion was justified by the need to create buffer
zones against alleged and real enemies. The key outcome of
the expansion was the establishment of a centralized and mili-
tarized state and emergence of a great power mentality, often
colored by xenophobia. An enormous size of the country unit-
ing Europe and Asia and its cultural peculiarity (mix of Western
and non-Western elements) led to a pendulum swing of Rus-
sian identity. This ambivalence found an expression in the feel-
ing of uniqueness. History has also had an enormous impact
on the highly ambivalent perception of the West in Russia and
its perception of neighbors. On the one hand, in the historical
memory of the Russians, there is a strongly entrenched image
of West as a source of threats to Russia’s independence and
very existence: the Teutonic Knights, Poles, Swedes, Napoleon,
the UK and France during the Crimean War, the Central Powers
during the First World War, the Allied intervention in the Rus-
sian Civil War, Hitler and NATO. The serious threat from the East
is limited to the invasion of the Mongols. On the other hand, all
modernization impulses which had an enormous positive and
negative ramifications for Russia’s history have come from Eu-
rope. Moscow’s historical legacy as the centre of Slavic Orthodox
Empire results in the current Russian approach to Ukrainians
and Belarusians who are seen by the great majority of Russians
as members of one cultural community.

Russia’s perception of its place in the world is strongly en-
trenched in the soft authoritarian domestic political system.
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Russia has been recognized by the Freedom House since 2004
as a non-free country and has never been granted the status
of fully-fledged free country. The Russian political elite sees
foreign policy not only as an instrument for defending nation-
al interests, but also as a mechanism for securing the sur-
vival of the authoritarian regime. In effect, objective Russian
national interests can significantly diverge from the Russian
elites’ perception of their own subjective interests. The core
of the political elite constitute siloviki, former officers of
the security sector. A personification of this phenomenon is
Vladimir Putin himself. Their share in the political elite has
considerably increased since the period of communism.?
The fundamental organizing principle of Russia’s internal af-
fairs and foreign policy is a concept of sovereign democracy.
According to Jeffrey Mankoff, “a truly sovereign democracy,
as defined by the originator of the term, Kremlin ideologist
Vladislav Surkov is one whose goals and methods both at
home and abroad are made solely on the basis of calculations
of national interests, rather than because of external pres-
sure to conform to behavioral norms.”® It can be said, that
Russia manifests a “hypersovereignty” on the international
arena when it comes to the external interventions regarding
internal political situation (human rights violations). Russia
almost always takes steps against the efforts of international
organizations or Western states concerning promotion of de-
mocracy. Russian diplomacy also prefers bilateral informal
relations with the main powers rather than multilateral pacts
or agreements based on commitments to common values.
From the Russian point of view, bilateral relations have advan-
tage over multilateral institutionalized frameworks because
they allow to avoid the establishment of intrusive norms while
preserving major powers room for maneuver. That's why,
Russia accepts “loose” international platforms like the G-8,
the G-20 and the BRIC which do not limit Russia’s sovereignty
over its domestic affairs and foreign policy. Moscow supports
also the UN Security Council because it is essentially great
powers’ club. Moreover, it imposes limits on the potential of
the US to act without the approval of Moscow.
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Russia’s real and desired place in the emerging multipolar
order characterizes itself by contradictions and ambiguities.
According to the Medvedev doctrine, Russia perceives the in-
ternational law as a basic foundation of the new multipolar
order. However, its policy towards Abkhazia and South Osse-
tia proves very clearly that its understanding of this principle
is very instrumental. Declarations of Russian leaders issued
after the recognition of the latter's independence showed
clearly that in their opinion a great power has the right to its
own interpretation of the international law. The worldview of
the Russian elite, based on the definition of a great power as
an international actor able to subordinate smaller countries,
have an impact on instruments used by Russia to promote its
national interests. Despite some changes in the recent years,
Russia uses hard power instruments (military actions, support
for separatists, expulsion of immigrants, sanctions, embargos,
cyber attacks, cuts of energy supply, threats) much more of-
ten than soft power.” The Kremlin believes, that the unipolar
world is by definition unstable and threatened by potential con-
flicts between the super-power and great powers contesting
its dominance. On the other hand, Russian politicians stress,
that the changes that the world order is currently undergo-
ing are leading to increased rivalry among great powers. Mos-
cow believes that in this Hobbesian world there is no place
for sentiments, permanent alliances or strict consistence.
Russia should pursue its own course keeping a more or less
equal distance to the other poles of power. The end remains
constant: the most favorable and influential position in the fu-
ture concert of great powers performing an informal global
leadership. However, an idea of keeping an equal distance to
other great powers clashes with the assumption that the main
obstacle to an entrenchment of the multipolar world order is
the unilateralism of the United States. Indeed, Russia seeks
a pluralistic global power configuration to offset American
strategic dominance. On the other hand, it should be admit-
ted that the unilateralism of the US after the fall of Berlin wall
substantially contributed to the strengthening of Russia’s sup-
port for multilateralism.
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Russia’s problems with a comprehensive conceptualization of
the emerging multilpolar world derive from the uniqueness of
Russia’s position on the global chessboard. In fact, the role of
Russia in the new global order is an enigma and an open-end-
ed question to a much larger degree than in the case of many
other players. According to the long term economic projections
of Goldman Sachs and PricewaterhouseCoopers, Russia’s pace
of GDP’s growth will be substantially faster than the EU’s or
the US’s but much slower than China’s or India’s. The realization
of this scenario means that Russia’s GDP measured in the PPP
will be in 2050 larger than that of each of the EU member states,
taken separately but it will be smaller than Brazil's, Mexico’s
or Indonesia’s.® in consequence, Russia’s place on the ladder
of the world’'s economies will be lower in 2050 than currently
is. The substantial reduction of the gap between Russia’s size
of economy and middle powers, direct neighbors of the CIS
area, namely Turkey and Iran will have an important implication
for Russia. Moreover, Russia, differently than the new players
in the multipolar order, will experience a substantial shrinkage
of its population in the coming decades, which makes it more
similar to the EU.

Russia constitutes also a casus separatum because of its pecu-
liar geopolitical position as the largest state on the globe which
is a highly multiethnic and multireligous country, very sparsely
populated and stretching between Asia and Europe with very long
border with the Muslim world and rising China. As Dmitri Trenin
rightly points out “Russia [..] sits uncomfortably on the periph-
ery of both Europe and Asia while apprehensively rubbing shoul-
ders with the Muslim world.”

Indeed, Russia has probably the most sensitive and vulner-
able geopolitical position among the great powers and coun-
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tries aspiring to this group. Roughly 80% of the entire Rus-
sian population lives in the European part of Russia. However,
75% of Russia’s territory, where the largest deposits of natu-
ral resources, are located lies within Asia and accommodates
only 20% of its population. This gap between the European
and Asian Russia is deepening due to internal migrations and
demographic trends. The European part of Russia constitutes
around 40% of the continent’s territory but less than 15% of
Europeans live in this part of Russia. Density of population is
fivefold smaller in the European Russia than in the European
Union. In the case of the Asian part of Russia, the discrepancy
regarding the number of inhabitants and population density
with other parts of the continent are radically more striking.
Moreover, Russia borders either on the East or on the West
with a periphery of its neighbors namely the less developed,
urbanized and populated parts of China and the EU, respec-
tively. The enormous size of Russia, its limited administra-
tive capacities and poor level of infrastructure contribute
to the gravitation of Russian regions to external centers
(the EU, China, Kazakhstan). Russia is - taking into account
immigrants - one of the most multi-ethnic countries among
the largest states in the world. Around 20% of Russian citizens
belong to the other ethnicity than Russian. Moreover, Russia
hosts, after the US, the second largest immigrant community
in the world. Their share in the Russia’s population is one of
the biggest among the main states of the world (almost 10%
of population).’® Particularly important for Russia’s future are
relations with the Muslim world." Russia’s southern borders
with Azerbaijan and Kazakhstan are the longest land frontier
between Muslim and Christian countries in the world. A huge
Muslim community, including illegal immigrants comprising
around 15% of population, lives in Russia. North Caucasus,
the most Muslim region of Russia and an arena of guerilla
war since 1994 is the most important challenge to its secu-
rity. A share of Muslims in the Russian population will sub-
stantially increase up to 30% in coming decades. The scale
of this demographic shift, which creates a vital challenge
for the country’s coherence, makes Russia a special case
among the main powers.
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For the first time since several centuries, Russia is surrounded
by middle and great powers or political groupings which are
much richer (the EU, the US, Japan), dynamic (Turkey, China,
possibly Iran) or powerful economically and demographically
(the US, the EU, China) or militarily (NATO and in the future
China) than Russia itself. A Gordian knot binding closely four el-
ements will be the source of fundamental geopolitical tension
for Russia in the coming decades:

e Russia’'s desire of engagement in the Pacific Rim where
the world’s centre of gravity is moving which will have to copy
with a shrinkage of Siberia’s population

e probable rising importance of the Far East in the Russian
economy and foreign policy

¢ Increasing and inevitable involvement of Russia in the South
(the Muslim factor)

e maintaining a very high place in the Russian agenda for the Eu-
ropean direction, due to demographic, cultural and economic
reasons

Russia tries to use its geopolitical ambiguity as an asset and
aspires to play a role of balance holder between the West
and non-West. Russian political elite has stressed many
times that it is an integral part of the European civilization
but at the same a member of the rising non-Western world.
Therefore, Russia, while advocating a multipolar order, has at
the same time been making a bet on many different horses:
“limited bipolarity” with the United States, Russia-USA-EU
triangle, the G-8 and the G-20, the BRIC (Brazil, Russia, India,
China), partnership with Beijing and the UN Security Coun-
cil.” Russia - as the only state thatis a member of both the G8
and the BRICs - would find itself in a uniquely advantageous
position of coordinator and mediator between Western and
non-Western centers of a multipolar world. The main con-
tradiction exists between the idea of a bilateral, special and
equal Russia-US relationship on the one hand, and the BRIC
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as an alternative to the West, on the other. Even if Russia does
not perceive itself as part of the West, its foreign policy has
nonetheless inevitably been Western-centric. Indeed, the re-
lationship with the US, due to the latter’s status of a super-
power occupies a central place in Russian foreign policy and
the relations with the EU form a crucial economic signifi-
cance for Moscow. The Kremlin might be eager to establish
a tactical cooperation with non-Western states but largely
as a way of balancing what it considers as Western unilat-
eralism. Russia’s approach towards the West is inconsistent.
Russia perceives NATO as the most important threat to its
security and at the same time recognizes the members of
NATO as the main source of support for Russia’s moderniza-
tion. In theory, Russia has expressed several times its inten-
tion of joining the NATO and/or the EU. Nevertheless, Mos-
cow has never accepted the implications and commitments
arising from its accession to these organizations. The crucial
challenge for Russia’s relations with the West is its inabil-
ity to accept a status of junior partner of the US or the EU.
On the other hand, the West will never treat Russia as an
equal and fully-fledged great power.

Russia believes that a great power must possess global clout
but its own leverage and capacity, opposite to that of the US,
the EU or China, have predominantly regional character (North-
ern Eurasial.Indeed, Russia plays the role of an important eco-
nomic partner for Central Europe, Baltic republics and Fin-
land, the former Soviet states, the Balkans (including Greece),
Cyprus, Turkey and Mongolia. As far as political influence is
concerned, Russia is the second- or even third-rank player
outside of the post-Soviet area. In consequence, Russia some-
times has no other chance to manifest its ambitions to global
clout than through symbolic military demonstrations in exotic
parts of the world."” in these circumstances, Russia even more
strongly believes that a crucial precondition for the achievement
of a great-power status lies in the creation of its own “private”
zone of influence. Therefore, Russia would like to dominate
the post-Soviet economic and political space spanning between
the EU, China and the Middle East.
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The ambivalence surrounding Russia’s great power status
find also a reflection in the Russian public opinion. According
to the polls conducted in the recent years, a great majority of
Russians believe, that Russia should become a great power.
They recognize NATO as a threat to Russia’s security and de-
scribe the US as an aggressor attempting to conquer the entire
world. On the other hand, the Russians perceive China as a po-
tential main partner in the 21 century but great part of them
has a negative approach to further substantial military and eco-
nomic rise of China (particularly its catching up with the US) and
China’s economic presence in Siberia. The majority of Russians
support also the idea of reintegration of the post-Soviet space
under Russian leadership. This space is treated by the Russian
society as Russia’s natural sphere of influence. In the recent
years, inflow of Muslim immigrants and conflicts in Caucasus
caused that Russian society has witnessed a substantial rise of
xenophobia towards Georgians, Azeri and Central Asian people.
On the other hand, around 55% of Russians believe that Rus-
sia should strive to become an EU member in the future while
around 30% have an opposite opinion. However, more than half
of the Russians believe that Russia’s relations with the leading
European countries will never be truly friendly.™

Probably the most important source of Russia’s uneasiness with
the multipolar order is the gap between Russia’s ambitions and
capabilities. The pillars of Russia’s great power status, namely
military capabilities, natural reserves and economic potential
are at least dubious in that role. Russia has a very large arsenal
of weapons of mass destruction but the probability of a fully-
fledged nuclear war is extremely low and the deterrence effect
limited. Conventional military capabilities of Russia are deci-
sively weaker than those of the US and smaller than China’s.™
The Russian equipment has generally much lower quality than
the armaments of the Western countries. Last but not least,
Russia’s military expenditures are a substantial burden for its
economy. The Russian military budget has a much larger share
in the GDP than is case of other large economies, excluding
the US." The energy resources constitute a liability, rather than
an advantage for the Russian economy. They are contributing
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to the Russian economy’s overdependence on their export."”
It makes Russia much more vulnerable to external influence
(fluctuation of prices on the international markets) than many
other great powers. Last but not least, the economic potential
of Russia is relative. Russia’s GDP (PPP) accounts for only 3% of
the total global economy. Its share in the global GDP (nominal)
is even smaller and does not exceed 2,5%. It means that Russia
has an economy of very similar size to the UK’s or France’s. How-
ever, leverage of these countries in the global market is much
larger due to their membership in the European Union. Moreo-
ver, Russia has more than twofold smaller GDP (PPP) per capita,
its administrative capacities are much weaker and the economy
decisively less innovative than of those countries. The last issue
constitutes the crucial Achilles heel of Russia in the long term
perspective. The huge and continuously rising gap between it-
self and China in the area of innovativeness and quality of edu-
cation is a particularly challenging problem for Russia.™

Russia’s desire of achieving the status of a great power with
global clout is in fact a manifestation of Russia’s lack of pre-
paredness to confront a reality, namely its relative decline and
shortcomings. The fundamental problem of Russia is a fact that
it has an ambition to achieve an equal status with China and
the US or the EU with a potential smaller than that of France or
the UK. According to the projections of PricewaterhouseCoopers,
the potential global powers in 2050 (size of economy, population,
military capabilities, intellectual capital) will be most probably:
the more integrated EU, the US, China and to a lesser degree
India. On the other hand, Russia will belong to the second global
league together with Japan, Brazil and Mexico followed closely
by the middle powers like Indonesia or Turkey. A crucial ques-
tion for the future of Eurasia will be the reaction of Russian for-
eign policy to this perspective. It should be evaluated by making
a detailed analysis of Russia’s relationship with the most im-
portant players in the world (the US and NATO, the EU, China)
and regional powers (Iran, Turkey) as well as an engagement
of these actors in the post Soviet space whose future, due to
its strong links with Russia, will have a very important impact
on developments in the latter.
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Relations with the US and NATO are the most difficult issue
inthe Russian foreign policy, consuming a lot of Moscow’s energy.
Russia’s perception of NATO as more or less Washington's tool
and main external danger results in the domination of security
issues in the bilateral US-Russia relationship. In theory, Russia
and the US/ NATO share many common challenges [instability
in the Islamic world, accommodation of the rapid development of
Chinese power, nonproliferation, terrorism). Unfortunately, Rus-
sia still perceives the US/ NATO more as a strategic adversary
than as a partner. In the Russian military doctrine, the hierarchi-
cal list of military external dangers to Russia’s security starts
with Western countries’ intention to grant NATO global functions
and to deploy its infrastructure close to Russia’s borders, includ-
ing by means of enlargement. In sum, the Russian military doc-
trine mentions NATO as many as 16 times. On the other hand,
the NATO does not any longer perceive Russia whose military
capabilities are radically smaller than that of the Soviet Union,
as a serious threat to its security.

Russia’'s ambitions to engage with the US and NATO as an equal
partner seems decisively unrealistic, taking into account an enor-
mous discrepancy of military potentials. It is sufficient to recall,
that the military spending of NATO is twentyfold larger than Rus-
sia’s. Even the conventional military capabilities of the NATO
member states, excluding the US, surpass significantly Russian
potential. Only the internal divergences within the NATO consti-
tute a window of opportunity for Russia. Moscow’s overwhelming
focus on NATO in the context of threats to Russia’s security seems
bizarre given very substantial decrease of the American and allied
military capabilities and spending after the end of the Cold War."”
This stance should be explained by internal political calculations
of the Russian elite (a mobilization of electorate through creating
an image of external threat rooted in the Cold War propaganda),
great power mentality and the unilateral policy of the US, particu-
larly by the Bush administration policy.
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The significance of the security dimension in the US-Russia
relationship derives mostly from the fact that nuclear missiles
are the only field in international relations where Russia is
on equal footing with the United States and is superior to other
great powers. By default, no other element of Russia’s engage-
ment in global institutions, including the UN Security Council,
offers Moscow as exceptional a status as does the strategic
arms treaty, which it signed on an equal footing with the USA,
the single superpower. Russian nuclear forces are declining
in numbers and will likely continue to do so, even with mod-
ernization of its arsenal. Russia’s ability to maintain a status
of relative equality with the United States depends on locking
the United States into further nuclear reductions and preserv-
ing its own deterrence capacity. This issue has gained even
larger urgency for Moscow because gap between Russia and
the US regarding the conventional forces’ capabilities has wid-
ened very significantly since 1991. Therefore, the crucial anxi-
ety for Russia is the perspective of upgrading the US missile
defense system in the long term to the level allowing its suc-
cessful application not only against Iran or North Korea but
also, in theory, against Russia. Moscow is afraid that further
development of the system in combination with higher quality
of US nuclear weapons and the deepening gap between Russia
and the US with regard to the potential of conventional forces
could severely degrade Russia’s second strike capacity and
thus weaken Russian deterrence. It is worth mentioning, that
domination of the security issues in the US-Russia relations
is strengthened by the limited US importance for the Rus-
sian economic interests. The share of the US in the Russian
trade volume is estimated at the level of 4-5%. The US share
in the Russian FDI cumulative stock is limited.

Regardless of the tactical changes which occasionally take
place, opposition to the unipolar order based on the US predom-
inance on the international scene has been at the core of Rus-
sian strategy since the fall of communism. Although Moscow
has not launched an open confrontation with the US or built an
anti-US coalition, it has been making efforts to undermine US
domination by balancing it through cooperation with other play-
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ers. Moscow is unable to accept any form of US global leader-
ship, even if its character would be “soft” and Washington would
avoid unilateral actions and promote multilateral institutions.

A constant feature of Russia’s approach to NATO is also tactics
aiming at creating divisions within the West: between the US
and the European members of the Alliance, the US and the EU
and between Western and Central Europe. Within the frame-
work of these objectives, Moscow promotes the idea of Russia-
the EU-the US triangle or special partnership of Russia and
the EU in the European security affairs. In case of the latter,
Russia underlines a necessity to fill the vacuum left by the de-
creasing engagement of the US in Europe, deriving from Wash-
ington’s commitments in the other parts of the world. Within
the first concept Russian Federation looks for the creation
of a three-party concert of equal powers in the Euro-Atlan-
tic area. Moscow’s negative attitude to the US unilateralism
suggests that through this proposal Russia wants to weaken
the Trans-Atlantic unity because it is based on the US primacy
in the Western world.

Last but not least, Moscow wants Central Europe to remain
a kind of a “zone of limited NATO presence”. The main argu-
ment is its proximity to the Russian borders. Russia would
like to achieve this goal by making the informal commitments
made by the NATO in 1997 legally binding (the non-deployment
of nuclear weapons, bases and major armed forces in the new
member states). Russia’s ambition is also to gain a type of
right of veto in European security affairs and to receive from
NATO a recognition of its exclusive competences in the secu-
rity sphere in the post Soviet area. In 2009 Russia presented
a proposal for the new European architecture. Recognition by
Russia that the US and NATO are inevitable elements of the se-
curity in Europe was a positive step. But Russia also explicitly
proposed to diminish their role by establishing a mechanism
in the new treaty allowing Russia to veto those decisions of
NATO which it would consider threatening its vital security.
The key aim of this idea was to finally block the possibility of
NATO enlargement into the former Soviet Union.
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Moscow has partly corrected its policy towards the US/NATO
since 2009, but it has not undertaken a decisive turn. Within
the framework of the “reset” policy initiated by Washington,
Russia has assisted the United States in attempts to resolve
the Iranian nuclear problem (support for sanctions in the UN
Security Council against Iran and cancellation of the contract to
supply Russian S-300 air defense systems to Teheran in 2010}
and assured logistic support for the operation in Afghanistan.
Certainly, this policy has brought Russia a number of benefits.
Most important were: signing of the START treaty, de facto can-
celation of the NATO enlargement towards the East, the US’s
withdrawal from plans to locate elements of the missile de-
fence system in Poland and the Czech Republic and the entry
into force of the Civilian Nuclear Co-operation Agreement.

However, the two parties could not resolve their major dispute,
regarding the character of the missile defense system. The US
will never accept Russia’s veto over the deployment of this sys-
tem which is what is demanded explicitly by Moscow. Moreo-
ver, Russia is right now reluctant to cooperating with the US
in the UN Security Council on new tougher sanctions against
Iran. Moscow has recently reacted negatively towards the lat-
est |EA report on Iran, which for the first time gives a wide-
ranging picture of research and development work in Iran that
suggests nuclear military aims. Moscow’s political and eco-
nomic support for Iran, thus weakens the international pres-
sure on this country.

The “rest” reached its limits. A probability of its reactivation is
low. Moreover, even scenario of further modest progress in co-
operation between the NATO and Russia seems rather improb-
able because both sides perceive the missile defence system
as a fundamental issue for their security and are not prepared
for a substantial change of position on this matter.
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The EU is decisively the most important economic partner
for Russia and the key possible source of support for moderniza-
tion of the country.?? This factor, together with geographic prox-
imity?!, social, cultural and historical bonds? and decreasing US
engagement in European security make the relationship with
the EU a top priority for the Russian foreign policy surpassing
the importance of the relationship with the US or China. Howev-
er, Russia’s self-perception of great power status which is equal
to that of the US (actual superpower) or China (emerging su-
perpower) and whose position derives from military capabilities
result in substantial underestimation of the EU’s significance
in the Russian foreign policy.

The relationship between Russia and the EU is not subject to
the drastic swings that sometimes characterize interactions be-
tween Washington and Moscow because, in difference to the Rus-
sian-US relations dominated by yardsticks of security, it operates
on many levels, particularly in the economic sphere. In the lat-
ter area, superiority of the EU over Russia regarding the size of
the economy, national income per capita and innovativeness is
clear but the EU’s leverage is weakened by the lack of the cohe-
sion in its policy towards Russia.®® Russia’s economy depends
strongly on the EU because its market constitutes a destination
for the vast majority of energy resources exported by Russia.
On the other hand, Russia as a key supplier of natural resources
has the tools to impact on the EU and counterbalance partially
its dependence on one market.? Russia has a particularly huge
potential of influence over the countries of Central Europe and
the Baltic republics, due to a significant share of Russian oil, gas,
and in some cases nuclear fuel in their energy mix.?

Russia’s attitude towards the EU remains caught between mu-
tual dependence, distrust and disillusionment. The main chal-
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lenge for the enhancement of cooperation between Russia and
the EU lies in the divergence of political systems, philosophies
of foreign policy and concrete economic interests, particularly
in the energy sphere. Indeed, the EU and Russia are very dif-
ferent animals. Russia is an undemocratic state with a strong,
centralized leadership. The EU is a sort of confederation of dem-
ocratic states based on consensus-seeking with strong supra-
national elements. Russia considers itself a great power with
the nuclear potential, military capabilities and energy resources
(instrument of political pressure] as the main foundations of its
international position. In consequence, Russia uses mostly hard
power instruments in its foreign policy.

On the other hand, the EU power is mainly of normative charac-
ter and manifests itself mostly in the economic realm. In effect,
the EU prefers soft power instruments. The EU as a commu-
nity based on the rule of law prefers to build relations with third
countries on the acquis communautaire. Russia, as a country
with high level of corruption and arbitrary rule, has a rather dif-
ferent attitude towards the law.

Russia’s legal system is often self-contradictory and confusing. It
serves as the basis of bureaucratic interference and bribe-seek-
ing.?¢ The Russian policy establishment remains wedded to con-
cepts such as sphere of influence and zero-sum game. In the EU,
“post-modern” ideas of statecraft, such as mutual interest,
shared sovereignty and win-win cooperation prevail. Russian pol-
iticians believe that rules and standards between the EU and Rus-
sia should be established on the basisi of informal negotiations
and mutual convergence. The EU promotes political conditionality
and multilateral legally binding agreements in dealings with its
partners which is out of hand unacceptable for the Russian side.
Russia, because of its preference for bilateralism and distrust
for multilateral institutions in interactions with the EU, prefers
to play off individual states rather than maintain contacts with
supranational structures. Certain EU member states accept this
model of bilateral interaction while Russia expects tangible gains
from it. This state of affairs creates a cacophony which weakens
the EU’s leverage in Russia. For instance, Partnership for Mod-
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ernisation, the EU’s programme addressed to Russia (more be-
low), has been undermined by the separate bilateral partnerships
that 18 EU member states have with Russia. Member states do
not generally co-ordinate these partnerships or even inform each
other properly of what they contain.

The challenge for Russia consists also of the unfinished char-
acter of the EU which undergoes continuous changes and
transformations. As Jeffrey Mankoff rightly points out, “unlike
the US, which is at least an old, familiar rival, for Russia the new
Europe remains something of an unknown quantity, and it is
precisely on account of the resulting uncertainty that Russia’s
policy toward Europe in all its institutional embodiments has
been so complex and contradictory.” The EU enlargement into
the former Soviet-controlled Central Europe and the Baltic
states has further complicated Russia’s relations with the EU.
Several states from this region are determined to resist any
perceived negative Russian influence in the EU affairs and to
use their new status as EU members to help cement the inde-
pendence of the Eastern European and South Caucasian coun-
tries.?” The Kremlin perceives the growing EU engagement
in the post Soviet area as a challenge to the idea of Russian
sphere of interests in the former Soviet Union. Russia’s ap-
proach to NATO's engagement is much more negative than to
the EU’s involvement in Eastern Europe.

Partnership for Modernisation, launched in June 2010, consti-
tutes the most recent example of a divergence of mindsets ex-
isting between Russia and the EU. It aims to help the EU mod-
ernize Russia’s economy and its political institutions through
greater interdependence. Its main goal is to turn Russia’s dis-
course on modernisation into concrete outcomes such as fight-
ing corruption and promoting the rule of law and people-to-
people contacts accompanied by expanded investment, boost of
trade and improved energy efficiency. However, as it turned out
rapidly, the EU and Russia want different things from the Part-
nership. For Russia, modernisation means an import of Western
technology, know-how and investments and does not cover seri-
ous institutional and structural reforms.
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When it comes to divergence of economic interests, it concerns
mostly energy issues. The differences are to a large degree natu-
ral. The EU is both a consumer and importer of energy resources
while Russia’s objectives are determined by its role of producer
and exporter of resources. The functioning of energy sectors of
both sides also differ substantially. The EU has been adopting
liberal market principles in the energy sector, meanwhile Rus-
siais a proponent of the state’s strong involvement in this sector
of the economy. The mutual tensions also stem from an organic
difficulty in reconciling the EU’s goal of ensuring security of sup-
ply with the Russian need for guaranteeing security of demand.
Two practical issues steering particular tensions between Mos-
cow and Brussels are Europe’s Energy Charter Treaty, based
on the liberal principles and implementation of the third energy
package in Europe. The EU has been pushing without success
for many years Russia to sign Europe’s Energy Charter Treaty,
which Moscow has consistently rebuffed.?® The EU still believes
that a grand bargain is possible, namely Russia would accept
the Charter Treaty in return for getting a full access to the EU’s
single market. The “third energy package” requires EU member
states either to force companies to fully unbundle their gas op-
erations or to retain ownership but ensure that gas transmission
is separated from production. For Gazprom, it means divestiture
of its ownership stakes in pipelines and storage sites in EU ter-
ritory. Therefore, Moscow and some of its West-European allies
(companies and politicians cooperating with Gazprom) agitate
against implementation of the package or at least argue for al-
lowing some exemptions from it.

All the above-mentioned factors create a situation in which
objectives of the EU policy towards Russia - a free-trade area,
a visa-free regime, a deepened energy cooperation, a strate-
gic partnership based on common values across the European
continent and at an international level - have remained mostly
on paper for the last 20 years. The most indicative evidence of
the stalemate in the EU - Russia relations is the fact that they
are still regulated by the Partnership and Cooperation Agree-
ment signed in 1994 and terminated in 2007, due to the lack of
substantial progress on negotiations concerning a new PCA.
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The great breakthrough in the EU-Russia relations is highly
improbable unless the Russian political system and in conse-
quence its foreign policy will change radically and become more
in line with the European model. Nevertheless, a much larger
window of opportunity exists for some improvements in the EU-
Russia relationship than in the NATO-Russia relations. There
have been three important developments during the last two
years that could have a positive impact on the EU-Russian rela-
tions. Firstly, EU member states, which were deeply divided over
Russia, have largely converged in their views and approaches.
A general consensus has been established that Russia is a part-
ner, though difficult one, with which the EU must engage, rather
than an adversary that should be contained. Secondly, the EU
has taken steps to reduce its energy vulnerability towards Rus-
sia (e.g. the third package, launching of the construction of
new LNG terminals and nuclear plants, the European Commis-
sion’s inspections in the local companies affiliated to Gazprom).
Thirdly, Russia has acceded to the WTO. Obligations for Moscow
concerning rules organizing its energy market that result from
the membership in the WTO are similar to the liberal princi-
ples of the Energy Charter Treaty. Moreover, the membership
in this organization created an opportunity for the establish-
ment of a free trade area between Russia and the EU sometime
in the future.

One of the main legacies of Putin’s rule is a substantial rap-
prochement between Russia and China which nevertheless has
not eliminated mutual distrust. It has taken place in the ex-
ceptional context for both sides. As Charles Kuchins under-
lines, “China’s rise and Russia’s fall over the past 30 years are
the starkest in a short period during the peace time for any
two neighboring great powers in modern history.”? China’s
attractiveness in the global dimension as a partner for Rus-
sia derives from very similar expectations towards the op-
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timal character of the international order in the twenty first
century (multipolarism]. In fact, Moscow’s ambitions to create
a multipolar world are heavily dependent on the cooperation of
China, since Russia by itself is no longer powerful enough to
shape alone the international order. In effect, cooperation with
Beijing provides Russia with a sort of diplomatic force multi-
plier. It can also be said that China as a traditional nation-state
can be more favorable partner for Russia than the multilateral
West (the EU, the NATO).

Both, Beijing and Moscow are profoundly uncomfortable with
the world dominated by the US or the West where western val-
ues regarding democracy and human rights gain superiority. An
authoritarian message of the Beijing Consensus resonates well
with the Kremlin's concept of sovereign democracy. According to
this message, there is not just one correct path to development;
a country must experiment to find the road best suited to its cul-
ture and traditions. Indeed, the rapprochement between Beijing
and Moscow stemmed to some extent from internal develop-
ments taking place in Russia since 2000. As Russia has come
to emulate the model of soft authoritarian power with strong
state interventionism in the economy, the mutual affinity in for-
eign policy between both sides has also increased. Beijing, dif-
ferently than the West, has never made demands for political or
economic reforms in Russia as a precondition for enhancement
of relations or criticized Russia for poor human right record.

The favorable context for rapprochement between Russia and
China has translated into different priorities for both coun-
tries” geopolitical engagement. China pays most attention to
South-East Asia and the Far East. On the other hand, Russia
perceives the post Soviet area, particularly Eastern Europe as
the sphere of privileged interests. Beijing, through a good re-
lationship with Russia, secures a safety of its backyard when
it engages in the South and in the East. Moreover, China treats
Russia as a potential source of energy supplies located outside
of the possible control or interception of the US. Both sides
converge on the negative attitude to the US military engage-
ment in Central Asia bordering their sensitive regions, Xinjiang
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in China and the Volga region and Western Siberia in Russia,
respectively. Beijing and Moscow consider their own pres-
ence in these regions as a mutually lesser evil. Indeed, a cer-
tain general overlapping of their interests, though incomplete
one, exists in Central Asia. The common threat of terrorism
and Islamic fundamentalism, as well as the illegal trafficking
of drugs, three of them with the source in Afghanistan, give
a strong push to Russian-Chinese cooperation.

The main concrete outcome of the Russian-Chinese approxima-
tion of agendas was an establishment of the Shanghai Coop-
eration Organization (SCO) in 2001 gathering all Central Asian
states (excluding Turkmenistan), Russia and China. The SCO
members share common objectives: political stability in the re-
gion; secular model of government and economic development
as a basis for stabilization. The significance of the SCO for Rus-
sia derives from the fact that it is the key platform for harmo-
nizing Russian-Chinese interests, within the framework of an
international organization that does not include Western coun-
tries. The SCO possesses also a broader Eurasian geopolitical
context. It is based on the system of observer states (India, Pa-
kistan, Iran and Mongolia) and the organization’s possible future
enlargement. Nevertheless, the SCO has a lot of shortcomings
regarding decision making process, multilateral economic co-
operation and institutional and financial framework.®

China and Russia support one another in international and bilat-
eral forums onissues such as missile defense, terrorism, sover-
eignty, human rights, threat of separatism, the US military pres-
ence and Westerninterventions in the third countries.®" inthe UN,
the two countries consistently vote together. In the recent years
they voted together almost 100 percent of the time on resolu-
tions. Russia and China have resolved their territorial disputes.
In contrast, China has still several territorial disputes with India,
Japan, Indonesia and others. Meanwhile, Moscow has not been
able to resolve its dispute with Japan concerning the Kuril Is-
lands. Russia has been the only major advanced military power
selling large quantities of defense equipment to China. The ac-
quisition of defence technology and knowhow from Russia has
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substantially increased China’s military capabilities.®? China and
Russia have carried out many joint military and police exercises.
They mark a radical change for China, which had not engaged
in activities of this sort with other great powers. Russia’s com-
mitment to the rapprochement with Beijing found an expression
in the coordination with China of its policy towards third players,
which in theory could be potential partners in counterbalancing
China’s rise. In 2010 Moscow decided to stir up tension in its
relations with Japan by escalating the territorial dispute over
the Kuril islands and historical issues when similar tension oc-
curred between Tokyo and Beijing over Senkaku islands.*®* Mos-
cow's stance on the Korean nuclear crisis, which is identical to
the Chinese position, hinders a chance for the establishment of
closer relations between Russia and South Korea.

The rapprochement between China and Russia has also a rela-
tively solid economic foundation. In the last decade, the percent-
age share of China in Russian trade turnover has more than
doubled. In 2011 China became the main trade partner of Rus-
sia (10% of Russian trade balance] and top exporter having 15%
share of Russian imports. Among its main trade partners, it is
only with China that Russia has experienced, in recent years,
such an immense increase of imports. The Chinese direct in-
vestments in Russia have also substantially increased since
2005, particularly in recent years.* in 2010, the first oil pipe-
line between Russia and China was opened. The pipeline, built
in one and a half years, will supply China with 15 million tons of
oil each year for 20 years in exchange for a loan worth 25 billion
USD given to Russian oil companies assigned to field exploration.
The quantity of oil exported from Russia to China is expected to
triple once the pipeline reaches full capacity. The rapprochement
found also an expression at the social level. China has become
one of the main destinations for Russians - particularly from
the Far East - travelling abroad.®® China managed also to create
an influential lobby in Russia among the business and political
elite at the central and local level (Siberia). The transparency of
China’s involvement is a controversial issue. It is often claimed
that China increased its leverage in the Far East among the local
elite through corruption.
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Despite a substantial approximation of positions, asymmetric
economic potentials, distrust and competition between China
and Russia hamper the building of a close strategic partner-
ship. Paradoxically, Russiaand Chinatalk a lot about a multipo-
lar world order, yet their foreign policies remain thoroughly
American-centric. In fact, both sides envisage an eventual bi-
polarity between themselves and the US, in which the other
major powers occupy secondary positions. Both countries also
avoid associating too closely with one or the other great pow-
er. China’s attitude towards Russia combines residual respect
with contempt, and strategic wariness. As Boby Lo pointes
out "the contempt comes from the perception that Russia is
a great power in decline - not only relative to China, but also
to other powers and even the U.S. This decline stems from its
failure to modernize and reinvent itself as a 215 century great
power.”3 Meanwhile, the strategic wariness results from Rus-
sia’s ability to damage Chinese interests (“stab in the back”).
On the other hand, from the Russian point of view, the main
negative feeling hampering enhancement of cooperation with
China is fear. Not accidently, Putin’s decision to approach Chi-
na met with internal resistance in the Russian political elite
and objections of Russia’s society.’” The Russian worries stem
from the dynamism of the Chinese economy, the direct neigh-
bourhood (Siberia) and China’s rising leverage in the post-So-
viet area (more on the latter in the next paragraph]. In 1990,
the Russian economy was roughly of the same size as China’s.
Currently, the Chinese economy is now almost four times
larger than the Russian one and the gap is going to deepen
in the coming years. Russia does not have among the main
trade partners such a huge deficit as it has with China. During
the last decade, the structure of the Russian-Chinese trade
volume changed radically in the direction which is unfavoura-
ble for Russia. Kremlin has long wanted to modernize its eco-
nomic ties with China and move away from trade dominated by
commodities. However, in the recent years, the share of ma-
chines and equipment supplied by Russia to Beijing has been
reduced up to a mere percentage point. Meanwhile, China has
conquered the Russian market within many categories of its
industrial products.

33



Negotiations concerning a crucial issue of Russian gas supply to
China have been conducted without success for several years.®®
The Chinese FDI in Russia is limited particularly in comparison
to flows of Chinese capital to economies of Russia’s neighbors
(Kazakhstan, Mongolia). Another expression of Russia’s distrust
of China in the economic field with strong security element is
the issue of arms sales. Russia was reluctant to sell China some
of its most modern and sophisticated military equipment, fear-
ing negative consequences for the balance of power. Russia has
also experienced some disappointments with the cooperation
in China regarding export of military equipment. The Chinese
military-industrial complex “borrowed” - often without Mos-
cow’s consent - Russian knowhow and now builds most of what
Russia has for sale. In consequence, Russia’s arms exports to
China have fallen from over 60 percent of the total in 2005 to less
than 7 percent in 2010. Moreover, China is gradually becoming
an important exporter of arms competing with Russian products
on the world’s markets.

China has a unique leverage over Russia because of a very long
border with Siberia, Russia’'s underbelly. It is simultaneously Rus-
sia’s greatest asset, due to its enormous reserves of raw materi-
als, and a liability, because of its scarce inhabitation and fast pace
of population shrinkage.*” Around 125 million people live in Chi-
nese regions directly bordering Russia, namely Manchuria and In-
terior Mongolia. Their population will soon be larger than the en-
tire population of Russia.®’ in the coming years, these regions will
surpass decisively the Russian Far East regarding the GDP PPP
per capita. The problem of Russia is that it does not hold suf-
ficient financial and technological tools to exploit to the full ex-
tent the Siberian natural riches and has no serious alternative to
China as its main customer for these natural resources. Korea's
and Japan’s smaller demand and their geographical location lim-
it their potential to play a role of a tangible alternative to China.
On the other hand, China is the gigantic and dynamic immedi-
ate neighbor that posseses the largest foreign exchange reserves
in the world (3.2 trillion USD) and quickly increasing technological
potential. In consequence, China’s importance for Siberia can be
compared to the US’s significance for Canada.

34



Another sensitive issue related to Siberia is the Chinese im-
migration. Sensational articles about the “yellow peril” namely
a massive Chinese migration into the sparsely populated Far
East appear quite frequently in the Russian press. Although,
the reports about very huge numbers of Chinese moving into
the region are exaggerated, the Chinese population in Russia
has substantially increased since the fall of communism and this
trend is going to continue.“’ The best example of Russian fears
concerning China’s engagement in Siberia is lack of serious
progress on the implementation of a co-operation programme
between Russian and Chinese Far East regions which envisages
China’s substantial financial engagement in the exploitation of
natural resources and development of the region. (Although,
the problems with its implementation partially can be explained
by insufficient Russian administrative capacities).”?

China’s rising leverage in the post-Soviet area evokes an anx-
iousness in Moscow because Beijing, differently to the EU, acts
as a single and assertive actor. Moreover, Central Asia occupies
a more important place in China’s agenda than Eastern Europe
and other post-Soviet regions in the case of the EU. The most
striking evidence of Chinese efficiency is the rapid construction
of a huge gas pipeline from Central Asia, while the EU’s Nabuc-
co project still remains on paper. Russia attempts to counter-
balance China’s predominance in Eurasia through coopera-
tion with India, particularly in the military affairs (arms sales)
and nuclear energy. In consequence, India gained the status of
the main importer of Russian arms, though to some extent this
is related to an achievement of a self-reliance by China in mili-
tary sector. Russia has also encouraged India to join the SCO as
a fully-fledged member.”® Nevertheless, the Indian-Russian re-
lationship is based on feeble foundations (very small volume of
bilateral trade, limited FDIs, weak position of India in the post-
Soviet area, Indian-US alliance).

Despite serious challenges, the rapprochement between China
and Russia proceeds and has already brought some concrete and
tangible results. The most important outcome is the fact that Rus-
sia cooperates more closely with China on the international arena
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than with the US or the EU. On the other hand, China is probably
the most difficult partner for Russia among the main global ac-
tors because its economic dynamism, assertiveness and rising
leverage in the post-Soviet area make the relationship between
China and Russia less predictable - in the positive and negative
sense (cooperation vs. confrontation) - than with the West.

Itis beyond question thatthe post-Soviet space has asecond rank
significance on the global scene. Nevertheless its importance
should not be underestimated. The fact that it is a playground
for the US and key Eurasian great and middle powers (the EU,
China, Turkey and others) is very symptomatic. Its geopolitical
weight derives from the status of a crossroad, a transit area
(transport, energy) between Europe and China (East-West axis)
and Europe and the Greater Middle East (North-South axis).*
So, the post Soviet space is located between the most developed
part of the world (the EU), the most dynamic (China), the richest
in natural reserves [Russia) and the least stable region possess-
ing also enormous deposits of various commodities (Afghani-
stan, Iran). Certainly, each region of the post-Soviet space, due
to geographic factors, has different geopolitical “inclinations”
to above-mentioned entities. Last but not least, the post-Soviet
space possesses a geo-strategic importance in itself because
of huge deposits of various natural resources [e.qg. fossil fuels,
uranium and strategic minerals).

Russia remains the strongest — but not any more dominant -
player in the post Soviet space. However, substantial geopoliti-
cal shifts have been taking place in the balance of power since
the collapse of the USSR. As seen from the long-term perspec-
tive, Russian influence has significantly weakened, especially
in the South Caucasus and Central Asia. Russia enjoyed an
almost monopoly in this part of the world in the early 1990s.
Now, the game on the “post-Soviet chessboard” is being played
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by four giants: Russia, China, the EU (internally diversified)
and the USA, two middle powers: Turkey and to a lesser extent
Iran, and several other players in Central Asia.*> A crucial con-
sequence of this geopolitical pluralism is an entrenchment of
the internal divisions within the post-Soviet space into three
different regions: Eastern Europe, South Caucasus and Central
Asia. Each of them attracts besides Russia different external ac-
tors (Eastern Europe - mostly the EU, to a lesser degree the US,
China, Turkey, South Caucasus - Turkey, the EU, the US and to
a lesser degree China and Iran, Central Asia - China, Turkey,
the US and to a lesser degree the EU, Iran, Japan, South Koreal.
This development has negative ramifications for Russia’s inter-
ests because it undermines Moscow’s vision of a single space
gravitating towards the Russian Federation.

The post-Soviet space has a fundamental significance for Russia
because Moscow perceives keeping this area under its own tute-
lage as a prerequisite for achieving the status of a fully-fledged
great power. No other major power pays such attention to this re-
gion as Moscow does. Russia’s overwhelming focus on the post-
Soviet area derives from an essential importance of this space
for the Russian security (alleged and real threats: Caucasus, the Is-
lamic factor, NATO engagement). In effect, Moscow treats this area
in traditional terms as a buffer zone protecting itself. The post-So-
viet space’s significance for Russia results also from a key role of
energy in the Russian economy. A majority of gas and substantial
part of oil exported to Europe from Russia transit Eastern Europe.
Russia has a unique position in the post-Soviet area because it is
a single player with strong leverage - though to various degree -
in each region of this space, namely Central Asia, South Caucasus
and Eastern Europe and in all post-Soviet states. Russia’s influence
in the region is based on a wide scope of various factors:

e strong institutional and personal links, similar mentality
which date back to the communist period

e widespread authoritarianism and corruption in the post-So-

viet countries that sometimes involve international isolation
(Belarus)

37



control of transit of a significant part of oil and gas exports
from Central Asia

Russian as a lingua franca, popularity of Russian culture

huge Russian ethnic minorities and Russian-speaking com-
munities and minorities from the CIS living in Russia*

frozen conflicts (Abkhazia, Transnistria, South Ossetia and
Nagorno-Karabakh)

military facilities (Armenia, Azerbaijan (leasing of radar base],
Belarus, Kazakhstan, Kyrgyzstan, Tajikistan, Ukraine, Abk-
hazia, South Ossetia, Transnistria)

numerous expatriate workers from almost all of the region’s
countries working in Russia; their remittances playing an
enormous role in the economy of these countries (Arme-
nia, Kyrgyzstan, Moldova, Tajikistan, to a lesser degree Uz-
bekistan)*’

huge influence of Russia on most post-Soviet economies
(trade volume, FDI)4®

energy dependence of certain countries®

education (many students from the region studying in Russia,
Russian universities abroad)®

religious factor (Russian Orthodox Church: majority of believ-
ers in Belarus, Moldova and Ukraine)

The crucial strategic goal of Russia in the post Soviet space is to
preserve its strong position in the region and get a recognition
of its special interests in this area by the main external actors.
Moscow aspires to reach these goals through reintegration of
the region around Moscow which would counterbalance engage-
ment of the other poles of gravity such as China, the EU and Tur-
key. The reintegration does not mean a restoration of the Soviet
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Union but it aims at entrenching Russia’s privileged economic
position and political loyalty of the post-Soviet states (particu-
larly in the security sphere], and the predominance of Russian
culture. Russia presents itself as an advocate of the Common-
wealth of Independent States’ interests on the international
arena. Moscow tries also to position itself as an intermediary
between the CIS and the Western states. Moscow is intensively
promoting the idea of establishing an equal partnership be-
tween Russian-led organizations and the EU and NATO. In fact,
Russia would like to deal with the EU or NATO from the position
of a post-Soviet Eurasian bloc leader, maximizing its own nego-
tiating leverage.

The main organizations created by Russia in order to increase
its leverage on the region are the following: the Commonwealth
of Independent States (all the post-Soviet countries, Ukraine as
a de facto participant, excluding Georgia), the military alliance
of the Collective Security Treaty Organization (Armenia, Bela-
rus, Kazakhstan, Kyrgyzstan, Tajikistan), the Eurasian Economic
Community (Belarus, Kazakhstan, Kyrgyzstan, Tajikistan - mem-
bers) and the Customs Union between Russia, Kazakhstan and
Belarus established in 2010 which on 1 January 2012 evolved
into the Single Economic Space.’' The last initiative is seen by
Moscow as the most important instrument to regain the ground
lost to the EU, Turkey and China in the post-Soviet space. Rus-
sia would like to transform the Single Economic Space by 2015
into the Eurasian Economic Union which is supposed to be an
organization similar to the European Union.5? Moscow hopes
that a scaled-down integration involving only several partners
will play a role of the hard core which could later expand and
engage others. Probably, Kyrgyzstan and Tajikistan will soon join
the Single Economic Space.

However, the real success story for Russia would the accession
of Ukraine, which has been several times invited into the fold by
Moscow. Ukraine’s case shows very clearly that despite Russia’s
discourse about the common post Soviet space, there is an evi-
dent differentiation in Moscow’s approach to the former Soviet
states and each region. For Moscow, Eastern Europe is certainly
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the most important region due to Europe’s top priority status
in Russia’s foreign policy, strong economic links and fundamen-
tal cultural affinity based on the Slavic and Orthodox community.
Belarus and Ukraine are not perceived by the Russian society
and political elite as foreign states. A majority of Russians sup-
port as the closest possible integration with them, though only
a minority considers reunification as the best solution.® in ef-
fect, Ukraine is the most important country for Russia because of
its position of a key transit country for Russia’s energy export to
the EU®, the biggest economy and population among post-Soviet
states, huge natural and industrial potential (agriculture, natural
resources, relatively modern industry) and doubtlessly the larg-
est economic relevance for Russia (share in the Russian trade
volume and investment abroad). On the other hand, Belarus plays
arole of the second economic partner for Russia in the post Soviet
space, exceeding clearly Kazakhstan. Nevertheless, Kazakhstan
is an important partner for Russia as a country rich in natural re-
sources, a huge Russian community, a very long and vulnerable
common border and the second economic potential after Ukraine
in the post-Soviet space. Moreover, in geopolitical dimension Ka-
zakhstan can serve as an instrument to counterbalance Chinese
expansion in Russia’s backyard. However, Moscow’s approach to
Kazakhstan hides in itself some ambivalence because of the pop-
ular perception in Russia of Muslim countries from Central Asia
and South Caucasus as culturally different societies which should
be closely related with Russia but not fully integrated. In South
Caucasus, Russia treats Georgia as a genuine enemy state, thus
focuses on Armenia, its proxy assuring Moscow'’s ability to block
substantial changes of status quo in the region.

Despite Russia’s recent reconquista, Moscow's efforts to re-
integrate the post-Soviet space confront many pitfalls and its
leverage has limits. As Dimitri Trenin admits “ironically but
also tellingly, the CIS countries’ individual relations to outside
states and organizations are better structured and organized
than the relations among the ex-'sister republics’. The lat-
ter remain messy and non-transparent, for instance, are of-
ten signed, but not fulfilled.”®® This evaluation is also relevant
in case of the Customs Union.%

40



Each former Soviet state has certain bilateral troubles with
Russia. The four dominant problems in Russia’s relations with
the post Soviet countries are Moscow’s lack of respect for terri-
torial integrity and state sovereignty, gas issues, trade policy and
financial questions. In consequence, the post Soviet countries
are divided roughly into three groups, with regard to their at-
titude towards Russia: 1. close partners (Armenia, Belarus, Ka-
zakhstan, Kyrgyzstan Tajikistan), 2. countries interested in co-
operation with Russia but preferring to keep it at arm’s length
(Azerbaijan, Moldova, Ukraine) 3. countries decisively distancing
itself from Russia (Georgia, Turkmenistan, Uzbekistan).®” More-
over, substantial differences exist between individual states
in each group regarding the shape of their bilateral relations with
Moscow. The limits of Russian leverage showed the lack of rec-
ognition of South Ossetia and Abkhazia by any post-Soviet state
and colour revolutions (Georgia, Kyrgyzstan, Ukraine). What is
most important, the imperial legacy is gradually losing its grip
on the region. The most symptomatic confirmation of this trend
provides social and cultural sphere. The number of Russians liv-
ing abroad, knowledge of the Russian language and popularity
of its learning in schools have decreased substantially in almost
all post-Soviet space since the collapse of USSR.%®

The EU is one of the most influential players in the post-Soviet
area and, in consequence, from Russia’s point of view a sub-
stantial challenge to its interest. The EU’'s main disadvantage
comes from an insufficient internal convergence of its foreign
policy towards the region (divergences of interests and meth-
ods). The significance of the post-Soviet space for the EU results
from its position as a direct neighbourhood (Eastern Europe],
transit route for energy supplies (Eastern Europe and South
Caucasus) and a potential source of diversification of the energy
balance (Central Asia). In effect, the EU divides the post-Soviet
space into two parts: Central Asia and Eastern Neighbourhood,
covering South Caucasus and Eastern Europe. The latter one
has much larger importance for the EU than Central Asia and,
in consequence, EU’s engagement in the Eastern Neighboor-
hood, particularly in Eastern Europe, is decisively more notice-
able. However, within the framework of the CFDP the Eastern
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Neighbourhood is at least the third rank issue. Even within
the European Neighbourhood, the Eastern direction has smaller
importance for the EU than the Southern one.

The strategic goal of the EU regarding the Eastern Neighbour-
hood lies in its stabilization through convergence with the EU
model (democratization, modernization, Europeanisation of
law systems, regional cooperation). This modernisation agenda
finds itself in a sharp conflict with Russia’s interests. Moscow
is a “status quo-oriented” power regarding modernization and
democratization of the post-Soviet space. Moscow draws ben-
efits from its neighbors’ problems with corruption, poverty, in-
ternal ethnic, religious or political cleavages, authoritarianism
and unresolved conflicts. The lack of transparency of the post-
Soviet space provides Russia with advantages over the EU which
it could lose in case of political and economic reforms.

The EU’s fundamental problem with the Eastern Neighbourhood
stems from the fact that the Eastern Partners, differently than
the “Southerners”, have the right to apply for candidate status
which could be the strongest incentive for reforms and an an-
chor of stability. Nevertheless, due to various reasons the EU
is reluctant to provide Eastern partners with a long-term Euro-
pean perspective or to increase decisively its presence in the re-
gion. One of the most important reason of the EU’s reluctance
to engage in the East in more assertive way is Russia’s strong
position in the region.

However, even the current EU engagement in the Eastern Neigh-
bourhood evokes Russia’s anxiousness. It derives from Mos-
cow’s treatment of Eastern Europe as a top priority in the post-
Soviet space and its inability to play against “the EU’s way of
doing business” based on soft power and economic incentives,
according to the same rules of the game. In consequence, Rus-
sia’s tactics aim at the weakening of the EU’s soft assertiveness
through hard power instruments (frozen conflicts, war in Geor-
gia and others). Despite certain undeniable improvements
in the EU’s performance concerning security challenges (mis-
sions in Moldova and Georgia, mediation between Moscow and
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Thilisi), the Achilles” heel of the EU in the Eastern Neighborhood
remains its limited engagement in the security issues (frozen
conflicts] which constitute the most significant liability, hamper-
ing the implementation of the EU agenda in the region.

From an economic point of view, the EU is a very important
center of gravity for the Eastern Partners. However, the East-
ern Partners are integrated economically with the EU to a much
lesser degree than the Maghreb is. The EU accounts for only
around 30% of the Eastern Partnership countries” trade vol-
ume. The EU has the largest share in Moldova’'s and Azerbai-
jan’s trade volumes but even in their cases it does not exceed
50%. The EU does not have the status of the number one trade
partner in the case of two of the largest economies, namely Be-
larus and Ukraine.%” The EU is the largest investor in the East-
ern Partnership countries, with the exception of Armenia and
Belarus. However, it is worth noting that for the largest country,
Ukraine, investments from Cyprus comprise a significant part of
the EU-originated FDI and much of that capital represents hold-
ings of Ukrainian or Russian entities. Thus, the EU is a “minority
shareholder” in the FDI stocks in the Eastern Partners, playing
an important role only in the case of Moldova, Azerbaijan and
Georgia (for energy).

With regard to remittances, a large number of expatriate work-
ers from Moldova and Ukraine resides in the EU. The number
of workers from other countries is negligible. In the area of fi-
nancial assistance, the EU is the main source of financial aid
for Georgia and particularly Moldova, allocating amounts which
have enormous importance for their economies. In the social di-
mension, the EU’s impact is rather feeble due to its restrictive
visa regime. Another weak point of the EU is the fact that it plays
minor role - again with the exemption of Moldova - as the desti-
nation for students from the Eastern Neighborhood who wish to
study abroad. In Central Asia the EU’s leverage is rather limited
with the exemption of Kazakhstan where the EU is the main in-
vestor (around 40% of the FDI stock])® and trade partner (around
30% share in Kazakh trade volume). Economic relations with
other Central Asian states are feeble. In the social sphere (im-
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migrants, scholarships, the ODA) the EU is decisively lagging
behind. In consequence, even in the case of Kazakhstan, China,
Russia and the US are much more relevant political partners
for Astana than the EU. The most evident example of the EU’s
weakness constitutes a never-ending story of the Nabucco
project which assumes a partial diversification of the current
dependency on Russia through supply of gas from Turkmenistan
transited via South Caucasus and Turkey.

Certainly the EU is punching below its weight in comparison to its
enormous potential. The EU as a player using mostly soft power
has a fundamental problem to counterbalance Russia’s readi-
ness to use military force in the post Soviet space. On the other
hand, in the economic sphere where the European internal in-
tegration is much more advanced than in political field, the EU
posses substantial advantages over Russia [i.e. huge single
market, much developed economy). The crucial advantage of
the EU is its larger attraction as a model of civilization than Rus-
sia’s model. The best evidence of this phenomenon is Russia’s
failure to convince Ukraine by using sticks and carrots to give up
negotiations on the Association Agreement and join the Single
Economic Space.

Chinawhichis currently gaining the status of the most important
player in Central Asia constitutes the key challenge to Russia’s
idea of the post-Soviet space as its own sphere of influence. No
other great power has so rapidly and spectacularly increased
its influence recently in the post-Soviet space. The engagement
of China in Central Asia results mainly from its energy security
strategy?', geopolitical calculations (the great game with Russia
and the US, the transit routes to Europe, Afghanistan (gigantic
deposits of natural resources attracting Chinese investment],
Iran (oil], and the Indian Ocean passing round the Malacca
Straits, and protection of the Chinese underbelly (Xinjiang)é2.
From the global perspective, the Chinese engagement in Central
Asia strives to reduce external powers’ influences on the west-
ern flank in order to focus on the Pacific Rim. The recent very
substantial increase of Chinese leverage in the region is related
to the economic expansion in the post-crisis conditions. In 2010,
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China gained the position of the largest trader in Central Asia
for the first time. A particularly significant fact is that China be-
came the most important trading partner of Kazakhstan whose
economy is bigger than the economy of the rest of the countries
of the region taken together. Chinese companies have a huge
share in the construction sector in the region, realizing strate-
gic infrastructural projects aiming inter alia at diversification
of transport routes between China and Europe, undermining
implicitly Russia’s leverage.®® The Chinese FDIs in Central Asia
has also increased considerably in recent years. China’s key im-
portance for the economies of the region was confirmed by very
large loans provided in 2009-2011 by Beijing to Central Asian
countries, worth more than 22 billion USD.

The mostimportant pillar of the Chinese leverage in Central Asia
is its dominant position in the import of energy. The most glar-
ing symbol of Beijing’s predominance in this field was the build-
ing in 2009 of the Central Asia-China gas pipeline. In 2015 when
the pipeline will become fully operational, it is going to be used
to transport a huge quantity of Kazakh, Uzbek and Turkmenistan
gas (105 billion m3). The opening of this pipeline signifies that
the Kremlin has lost its almost exclusive monopoly on the im-
port of gas from Central Asia. With regard to oil, the Sino-Kaza-
kh oil pipeline that connects the Caspian shores to the Chinese
border was completed in 2011. In consequence, China’s share
in the Kazakh oil exports will increase from the current 15% to
30%. China has also become an important partner for Kaza-
khstan with regard to nuclear energy. The strong position of Bei-
jingin Central Asia is not the result of economic power alone, but
it is also based on the region’s dependence on water resources
coming from China. For example, in the case of Kazakhstan, one
third of the potable water originates in China.

Although China’s rise is very spectacular, as Bobo Lo rightly
points out, “Chinese influence in Central Asia suffers from sev-
eral limitations: the competing ambitions of other great powers -
not only the U.S. and Russia, but also India and Japan (the EU and
South Korea - ABJ; the suspicions and sometimes Sinophobia of
the Central Asians; the relative weakness of Chinese soft power
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in the region compared to Russia’s; and the flimsy institutional
foundations of Beijing’s presence in the region”. Moscow can ex-
ploit these factors and present itself to Central Asian states as
a less dominating partner and a counterbalance to China’s expan-
sion. However, the Russian advantage has also a number of con-
straints since the rising Chinese leverage in the region gradually
limits Central Asian states’ room of maneuver.

In case of countries of the Eastern Partnership, the position of
China is much weaker than in Central Asia. Nevertheless, China,
besides Russia, the European Union, the USA and Turkey has
become in the recent years, for the first time, one of the stake-
holders in this region. An important factor behind China’s in-
volvement is an aspiration to strengthen Chinese influence
in the buffer zone between Russia and the EU who are essential
players in Eurasia. Nowadays, China is quite an important part-
ner of all the states in the Eastern Partnership, except Azerbai-
jan. China’s readiness to provide regional states with huge long-
term loans could be deemed as an another sign of a new Chinese
interest in the states of the Eastern Partnership. The Chinese
engagement in the Eastern Partnership meets with approval
of many local politicians inclined towards a multi-polar foreign
policy which is based on a maneuvering between superpowers
in order to benefit from the difference between them.* China
is an attractive vector for local elites as it is not as demanding
as the European Union (lack of conditionality] and not so im-
posing as Russia is. Despite the rising interest and presence of
China, geopolitical conditionings and Chinese priorities lead to
the situation in which the position of Beijing in Eastern Europe
and the South Caucasus will never be the same as in Central
Asia - its “direct neighborhood”.

Although, in the recent years the US’s interest has substantially
decreased in Eastern Europe and much less so in the case of Cen-
tral Asia and South Caucasus, the US’s engagement in the post
Soviet area is still perceived by Russia with stronger suspicions
in comparison to China, the EU and Turkey. This perception re-
sults from the central place of the US in Russian agenda as well
as of the activism of the Bush administration in this region.
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The lower profile of the regioninthe USagenda should be explained
by the reset with Russia and even more so by the bearing of Wash-
ington’s global priorities (the Middle East, the Far East). Indeed,
the peculiarity of the US interest in South Caucasus and particu-
larly in Central Asia derives from its vicinity to Iran and Afghani-
stan, constituting the most important challenges to the American
security. As a superpower, the US has certain clout over the post-
Soviet space, particularly in the economic sphere and to a lesser
extent in the military dimension. The US is decisively the biggest
donor of ODA to the post-Soviet states which plays an important
stabilizing role in the social and economic life of several small and
poor states (Armenia, Georgia, Kyrgyzstan, Moldova, Tajikistan).
The US FDI has a huge share in the FDI stocks of Azerbaijan,
Georgia, Kazakhstan and to a lesser degree Moldova.®® The US
has also become a quite significant trade partner for South Cau-
casian states (4-5% of their trade volume). The US’s importance
for the Black Sea region stems in addition from the diaspora
factor. The US is home to relatively large communities originat-
ing from Armenia, Georgia and Ukraine. The first one achieved
the status of one of the most influential ethnic lobbies in Amer-
ica. As far as military issues are concerned, the US established
in the 90s cooperation with almost all post-Soviet states within
the framework of the Partnership for Peace, the NATO initiative
addressed to the region. During the Bush administration (2000-
2008]) Washington undertook an attempt to start the NATO acces-
sion process with Georgia and Ukraine. It ended - mostly due to
Russia’s stiff resistance - in failure. Although Washington has de
facto withdrawn from this process, the bilateral security relation-
ship with the US has an enormous significance for Georgia. More-
over, Central Asia maintained a considerable military importance
for the US in the context of the latter's engagement in Afghanistan
(airbase in Kyrgyzstan). Permanent instability of the Greater Mid-
dle East leads to the situation in which the US remains engaged
in this part of the post-Soviet space, but not on a scale which is
very challenging for Russia.

Turkey, an emerging middle power with considerable regional

clout in its surroundings has also become an important stake-
holder in the post-Soviet area, particularly in South Caucasus
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and to lesser degree in Central Asia. Turkey’s influence in East-
ern Europe is relatively the weakest. As a midsize power, Turkey
is presently conducting a multidimensional policy in the post-
Soviet area, attempting to gain optimal influence in the region
by manoeuvring between the main players, including Russia.
In the last decade, Turkish-Russian relations experienced a tan-
gible rapprochement. However Ankara’s regional ambitions
in the post-Soviet space and the Russian exclusive perception of
the region place limits on cooperation between Turkey and Rus-
sia in this part of the world. Moreover, a divergence of interests
(Balkans, Cyprus, the Middle East] between Turkey and Russia
prevails. In fact, the relationship is based on a type of modus
vivendi, a sort of blurred coexistence with a degree of low profile
competition. Russia’s support for rapprochement with Turkey
derives mostly from its economic interests and a new independ-
ent course in the Turkish foreign policy which is no longer sub-
ordinated to the West.®

The geopolitical factor of key significance for Ankara’s lever-
age in the region is Turkey’s direct border with South Caucasus,
proximity to Central Asia and its central position in the Black
Sea region. In consequence, Turkey plays an essential transit
role for post-Soviet states (Anatolia as a bridge between Eu-
rope and Asia, and the Straits as the gate to the Black Seal.
Turkey’'s engagement in the region is related to “the strategic
depth” concept organizing the Turkish foreign policy. This con-
cept assumes that Turkey should achieve, through soft power
instruments, a position of a regional power broker and lynchpin
state (the European Neighbourhood Policy as a source of inspi-
ration). This position would increase its geostrategic attraction
for great powers especially for the EU, a membership in which
remains a long-term strategic goal for Ankara. In case of failure
of the accession process, increasing engagement in the region
will enable Turkey to build its own sphere of “soft” influence.
However, the post Soviet area has to compete on the Turkish
agenda with the Middle East where, over the past few years,
Turkey has become significantly more engaged than before. An
important feature of the Turkish engagement in the region are
cultural links (Turkic world, diasporas from the Caucasus and
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Crimea living in Turkey) and religious context (Islam, mostly
Sunni Hanafi). Turkey is the main promoter of the idea of co-
operation between Turkic states and peoples which intensified
in the recent years. However, the main obstacle for deepening it
comprise the strict neutrality of Turkmenistan and bad bilateral
relations between Turkey and Uzbekistan. No other post-Soviet
country has so close and multidimensional relations with Turkey
as Azerbaijan. In the South Caucasus, Turkey is also a key stake-
holder in Georgia. For both countries, Turkey is a very important
partner with regard to trade (Turkey’'s share 8-15%), FDI (Tur-
key’'s share 10-15%, also very huge inflows of Azerbaijan FDI to
Turkey), construction sector, military cooperation and tourism.
In case of Azerbaijan also culture and education plays a very
considerable role. However, Turkey’'s room of manoeuvre in this
region is limited substantially by the lack of bilateral diplomatic
relations with Armenia,m resulting from a dispute between An-
kara and Yerevan concerning recognition of the Armenian geno-
cide and Nagorno-Karabakh conflict.

Turkey, after China and Russia, is the most important econom-
ic partner for countries in Central Asia (particularly important
for Tajikistan and Turkmenistan).®” Turkey's relatively strong
economic position in Central Asia is well illustrated by its share
in the trade balances of Kyrgyzstan, Turkmenistan, Uzbekistan
and Tajikistan, which is only slightly smaller than that of the en-
tire EU or the USA. On the other hand, China’s trade expansion
in the region constitutes certain challenge for Ankara’s ambi-
tions. Turkey’'s specialite de la maison is the investments abroad
in the construction sector, second in the world after China’s.
Turkish firms have gained a very strong position in the construc-
tion sector of Central Asia (particularly in Kazakhstan and Turk-
menistan).®® Turkey, due to its geographical position is starting
gradually to play an important role as a transit country for en-
ergy resources from the Caspian Sea region to Europe (realized
projects: the BTC oil pipeline, the BTE gas pipeline and projects
most probably going to be built in coming years: the Trans Ana-
dolu gas pipeline). Turkey’'s role as an energy hub for the region
will become crucial if the Turkmen gas and bigger quantities of
the Kazakh oil flow through Turkey.
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Turkey’s leverage in the Turkic countries is based also on its role
as a main donor of development aid to these countries (particu-
larly important for Kyrgyzstan), a centre of gravity in the educa-
tion field (many scholarships and six Turkish universities op-
erating in the region), source of cooperation between religious
structures (the Eurasia Islamic Council leaded by Ankara) and
a popular tourist destination (particularly for the Azeri and Ka-
zakh middle classes).

Turkey is the second most important player in the Black Sea
region which has become a sort of Turkish-Russian condo-
minium. Turkey has become a driving force behind the regional
cooperation in the Black Sea region (the Black Sea Economic
Co-operation BSEC, Black Sea Harmony, Black Sea Force). Its
position is much weaker on the northern coastline of the Black
Sea (Moldova and Ukraine) than in the southern part, though it
has quite considerable significance as an economic partner of
Moldova and Ukraine and protector of Muslim and Turkic minor-
ities inhabiting these countries. Ankara is interested in avoid-
ing the upsetting of the balance in the region and confrontation
between the West and Moscow, because in this case it would be
on the frontline. For this reason, Turkey does not wish the influ-
ence of external players (especially the USA] to increase sig-
nificantly in the region because Russia strongly opposes this.
On the other hand, Turkey, unlike Russia, does not oppose per
se the engagement of the West, especially the EU, in the region
because - as a weaker player than Russia - it needs the West to
balance out Moscow’s advantage over it.

Certainly, Turkey’s position in the post-Soviet area cannot be
compared to Russia’s influence in the region. Turkey standing
alone does not constitute a serious threat to Moscow’s inter-
ests. Nevertheless, Turkey has already become a more im-
portant stake-holder in Azerbaijan, Georgia or Turkmenistan
than Moscow. Moreover, its closer cooperation with the EU and
the US is at least problematic for Russia. Turkey comprises
a potential considerable challenge for Russia particularly
in the energy field because the construction of the southern
corridor through Turkey, serving for transit of gas and oil from
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Central Asia and Iran to Europe, would undermine Russian
position in the European energy sphere. On the other hand,
Moscow has the capacity to counterbalance Turkey's activism
by using as an instrument of pressure Ankara’s dependence
on import of commodities from Russia.

Iranis another middle power with similar potential to Turkey and
favourable geopolitical position (direct neighbour of with South
Caucasus and Central Asia) but it punches decisively below its
weight for ideological reasons. Although Teheran plays the role
of an important economic partner for Armenia, Tajikistan and
Turkmenistan and also political one for Yerevan and Dushanbe,
its theocratic regime and aggressive foreign policy make it an
unattractive centre of gravity for the post-Soviet area.

In the coming decades the most important developments
on the world arena that could have a fundamental impact
on Russia’s place in the global order will be:

e rise of China and India

e advancement of the EU’s internal integration

e maintenance by the US of its position as the most powerful
state in the world

e moving of the world’s centre of gravity from the Atlantic Ocean
to the Pacific Rim

e emergence of middle powers [i.e. Turkey, Iran)

e new technologies, resources and transit infrastructure
in the energy sector
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Although the final outcomes of all these trends remain an open-
ended question, their even partial fulfillment will translate
into a relative decline of Russia’s leverage on the world stage.
The country’s geopolitical overstretching between the West
(the EU), the South (Islamic factor) and the East (China) will
deepen due to the strengthening of the non-European vectors
in Russian foreign policy (economy, security and migrations) and
continued focus on Europe as the top priority at the same time.
In the worst case scenario, Russia will risk becoming a dual pe-
riphery in both continents, Asia and Europe. Russia will probably
be forced to cooperate more often and more closely with one or
the other pole of global power, though it will remain a relatively
independent player able to avoid permanent alliance with a sin-
gle other partner.

The vectors of Russian foreign policy will to a large degree
depend on the internal political and economic developments
in Russia. In the long term, the current economic and political
model (authoritarian kleptocracy controlling the raw material-
based economy) is unsustainable due to the impact of the fluc-
tuation of the prices of commodities on the world market as well
as financial and technological constraints concerning the devel-
opment of the energy sector in Russia. A fear of social backlash
in case of high costs of necessary reforms or the regime’s in-
ability to accept the sharing of political power with other actors
make highly unlikely the scenario of “preventive” genuine mod-
ernization and democratization from above. On the other hand,
the relative softness and administrative weakness of the cur-
rent regime are making highly unlikely a scenario of the Chinese
model being emulated in Russia. Indeed, the most probable fac-
tor that could provoke political changes in Russia is a sharp and
persistent fall of oil prices on the world’s markets which would
hit severely the Russian economy.

Arecent awakening of the Russian society created a new window
of opportunity for the country’s democratisation. However, there
remains an open-ended question about the scale and character
of this process. An establishment of a fully-fledged liberal de-
mocracy based on the rule of law in Russia will be a long and
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difficult process, due to many challenges [i.e. populism, nation-
alism, support for strong leadership) facing it.*” The more prob-
able scenarios in the medium term are:

e mostly virtual and superficial democratisation conducted from
above by the government, a scenario probable in the case of
relative economic stability

e deeper and more genuine democratisation which will es-
tablish democracy with defects, finding itself on the verge of
a fully-fledged free status (according to the Freedom House
terminology].

In the case of the first scenario Russia would more or less re-
turn to the times of the first term in power of Vladimir Putin as
president and the second term of Yeltsin. It will become a partly
free country, placed closer to the non-free countries in the Free-
dom House ranking than the free ones. This kind of Russia would
probably be modestly more open to the outside world and more
pragmatic and flexible in its foreign policy, the essence of which
would nevertheless not change. The simulacra of modernization
and democratization as well as stable oil prices could help Russia
survive for a few more elections. In this scenario, China’s lever-
age on Russia will increase and the West's will decrease because
of ongoing political and economic convergence with Beijing and
the strengthening of the Kremin’s oversensitivity on external in-
tervention in its internal affairs (more on these issues below).

The second scenario will mean that Russia would undergo
a similar evolution to the one Turkey has experienced in the last
decade. In this case, it can be expected that Russian foreign
policy would become substantially more flexible, pragmatic and
open to cooperation with the West that it is right now. In fact,
as a result of those changes, Russia’s potential at the interna-
tional arena could strengthen substantially. Moreover, the soft
power instruments will certainly play decisively more impor-
tant role in Russian foreign policy than they are playing right
now. Nevertheless, Russia as a stronger player than Turkey
would to a lesser extent refrain from using hard power. This
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Turkish-style Russia would most probably preserve its at-
tachment to the idea of becoming a great power, though this
would be manifested in a rather soft way. Such a Russia would
sometimes be a more challenging partner for the West, due
to the considerably more sophisticated and paradoxically less
predictable foreign policy (the U-turns, mix of soft and hard
power). However, the democratization could bring also a sub-
stantial weakening of Russia, if it were accompanied by seri-
ous internal conflicts and upheavals, weakening significantly
Russia’s ability to pursue an assertive foreign policy. In this
case, the situation of Russia would be relegated to the posi-
tion it occupied on the international arena at the beginning of
the 1990s. The character of Russia’s political transformation
and the scale of Russian cooperation with the West will depend
largely on the latter’s ability to increase economic and social
levers in Russia’ that would limit the latter’s room for maneu-
ver. A rapprochement with the West will enfeeble Moscow’s
relations with China. Russia will, however, not enter into a cold
war with Beijing. Even the approximation with the West will not
diminish the rising significance of China in the Russian econo-
my and security (more below].

The EU will remain a player with decisively the largest poten-
tial to influence developments in Russia.”” The crucial factors
defining the EU-Russia relations in the future will be: the fu-
ture prospects of EU integration, the character of the EU en-
gagement with the neighbors and the emergence of a post-
American Europe. In the next decade, the US will decrease
substantially its involvement in Europe’s security. It will not
mean that the US will decouple completely from the continent
in military terms. Nevertheless, the EU will have to play much
of the role traditionally taken by the US in the European securi-
ty sphere. This situation will force the EU to engage more with
Russia. Nevertheless, in the long term perspective Russia’s
importance for the EU will probably decrease to some extent
because of the rising significance of the Arab world in the Eu-
ropean foreign agenda which will stem from demographic and
economic trends and security challenges.”
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The EU's disintegration resulting in a deep economic crisis would
be an unfavorable scenario for Russia. It would strike by default
the Russian economy very painfully, more so than a decline of
any other great power, due to the close and asymmetric rela-
tions with the EU. On the other hand, a deepening of the EU in-
tegration resulting in rising coherence in the EU policy towards
Moscow will decisively increase its ability to influence develop-
ments in Russia. The EU’s potential will be significantly boosted
if the cohesion of the EU energy policy and its energy independ-
ence increase.” in the case of Russia’s entry onto the path of
genuine modernisation and democratisation, the EU could be-
come a source of inspiration for Moscow through the sharing
of its experiences of successful transition from communism to
the free market economy and liberal democracy, undertaken by
its own Central European members.

The EU could also have an impact on Russia through its en-
largement and neighbourhood policy. A process of Turkey's and
Ukraine’s accession to the EU accompanied by their moderniza-
tion and democratization could influence Russia positively. Due
to the very close and comprehensive relations with Russia, a Eu-
ropeanised, modernized and democratic Ukraine could become
an important source of inspiration for Russia. Even a spill-over
of the modernization agenda from Kiev to Moscow should not
be excluded. Russia will probably make efforts to undermine
the large scale EU engagement in Ukraine. However, the Euro-
peanisation of the Ukrainian society (identification with EU val-
ues, massive support for EU membership) will radically weaken
Russia’s ability to counterbalance the EU’s leverage. A success
of this Europeanisation will depend on a substantial increase of
economic presence and support for the civil society by the EU
member states, particularly interested in this country (Central
Europe, Bulgaria, Romania, Baltic republics, Sweden).”

As a result of possible accession of Turkey, the EU could obtain
a valid instrument of influence on Moscow, thanks to the strong
growth of the Russian Muslim community, mainly of Turkic
origin, which will constitute up to 30% of Russia’s population
in the coming decades. In effect, the democratisation and mod-
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ernisation of Russia could come not only from Europe, but also
- which at the moment is very hard to believe - from the Islam-
ic world. A crucial precondition for exploiting all these levers
seems to be a change of the EU’s pessimistic conviction that
the success of European conditional support for modernization
and democratization in Russia is a wishful thinking. If imple-
mented, it could destabilize a “small stability” - in fact stagna-
tion - in the EU-Russia relationship. This acceptance of a lesser
evil derives from the fear of Russian backlash, failure of its re-
forms and unpredictability of new Russia.

In the next decades, China’s leverage in Russia will probably
substantially increase due to the deepening asymmetry between
the Chinese and Russian potentials and rising China’s attraction
difficult to resist.” The asymmetry will stem from developments
in the field of economy and security. According to the projec-
tions, China will develop at around a two-fold faster rate than
Russia. In effect, the national income of China per capita in PPP
terms will overcome Russia’s at the beginning of the next dec-
ade. China’s predominance over Russia in the conventional mili-
tary capabilities due to the rising gap in expenditures will also
deepen in the coming decades. On the other hand, an expected
substantial increase of Chinese nuclear potential, together with
Russia’s reductions of its nuclear stockpile will diminish consid-
erably Russian superiority over Beijing in this field.”

The probability of a further rapprochement between China and
Russia will rise considerably if the Russian political elite chooses
a fake modernization. In this case, the close cooperation with China
will be perceived by the Kremlin as an insurance policy for the re-
gime’s survival. China’s direction will derive its attractiveness from
the fact that Moscow, as a permanent member of the UN SC and
a nuclear power, will not be dominated by Beijing. However, in case
of strong economic and political bonds with China, Moscow’s room
for manoeuvre and its Western vocation will inevitably shrink. More-
over, the Russian political elite could overestimate its capacities to
“trick” China and commit serious and irreversible mistakes in bar-
gains with Beijing. The worst scenario, namely Russia as China’s
permanent junior partner will have global implications, as it entails
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a serious shift of power in favour of China in Eurasia. The reasons
of security and economy will push further both sides towards each
other. They will also remain a source of contention, particularly due
to the above-mentioned asymmetry. Taking into account the ten-
dencies of China’s trade relations in the last decade, with all other
important partners located in its neighborhood (Japan, South Ko-
rea, India), the further rise of the Chinese share in Russia’s trade
turnover will be in line with the general economic trends in Eura-
sia. China will become a very attractive market for Russia due to
an enormous rise of its energy consumption in the next decades.
Projections of the IEA foresee that China’s share in Russian exports
of fossil fuels will increase around tenfold in the next two decades.”
As far as security is concerned, the US withdrawal from Afghani-
stan, potential destabilization of this country and negative spillo-
vers into Central Asia could increase a convergence of interests
between China and Russia (more on this issue below).”® However,
the rivalry over Kazakhstan, the largest economy in the region, will
remain a serious challenge when it comes to prospects of a more
tangible cooperation.

Russia will continue its attempts to regain influence in the post-
Soviet space over the next years. Nevertheless, considering
the economic and demographic prospects, one should ex-
pect a further gradual weakening of Russian influence, and
the strengthening of China’s and to a lesser degree of the West
whose position will depend on the prospects of the EU enlarge-
ment to the East and the scope of integration inside the EU.
Although, Moscow’'s influence in the post Soviet space will
considerably shrink, it will remain a very important player
for approximately 20 more years. A decline of Russia’s leverage
in the region will derive from de-Russification (gradual disap-
pearance of the Russian population and the decreasing im-
portance of the Russian language, both phenomena are taking
place particularly in Central Asia) and economic expansion of
other players. The decisive weakening of Russia together with
the survival of the authoritarian regime in the Kremlin may put
the stability of the post-Soviet area at risk because a desper-
ate Moscow would try to preserve its position by playing asser-
tively against the Western engagement in the region (e.g. mili-
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tary and political interventions in the Eastern Neighbourhood])
and to a lesser extent against China’s involvement.”” Russia’s
tough course towards the EU would stem from a stronger focus
on Eastern Europe and the perception of the EU as a weaker
player than China.

On the other hand, if Russia undergoes democratisation and
comes closer to the West, this could have a positive impact
on the internal situation and foreign policy of those post-So-
viet states which could follow the Russian model, this time
in the positive meaning of the word. A very important devel-
opment for Russia that could change its priorities in the post-
Soviet space will be the substantial rise of the importance of
the Caspian Basin (Central Asia and Azerbaijan) in its foreign
policy agenda due to the economic, demographic and securi-
ty factors. The population of Eastern Europe will shrink radi-
cally and that of the Caspian basin will increase considerably.
According to projections, the latter region will witness a much
faster pace of growth than the former one. The realization of
this scenario will mean a weakening of the asymmetry in terms
of the economy and population between the Caspian region and
Russia®. For instance, Kazakhstan will most probably surpass
in the next decade Russia as the richest state of the CIS and
will overtake Ukraine as the second largest economy of the post
Soviet area. The gap regarding size of GDP in PPP terms be-
tween Kazakhstan and Russia will diminish substantially.®!
The importance of this region will be strengthened by the de-
mographic growth of the Muslim population in Russia. However,
this trend will be most probably accompanied by a radicalization
of the Russian society (Russia for Russians) that will have nega-
tive ramifications for the perception of Russia in Central Asia.
Last but least, this region could witness a pessimistic scenario,
namely destabilization of some states [i.e. Kyrgyzstan, Tajikistan
or to lesser degree Uzbekistan) which will become failed states
and source of a serious challenge for Russia’s security (terror-
ism, organized crime).

In the coming decades Russia will be also forced to accommo-
date itself to the rise of middle powers in its vicinity: Turkey and
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Iran. Both of them have a potential to substantially decrease
the economic and demographic gap that separates them from
Russia. According to demographic forecasts, the population
of Turkey in 2050 will reach around 95 million, while Russia’s
will decrease to 105-125 million. By the middle of this century,
the Turkish economy is likely to become only slightly smaller
than that of Russia. Turkey also has a chance to bridge the gap
to the most developed countries in the world in terms of na-
tional income in PPP terms per capita. Iran has a capacity to
be in this race just behind Turkey. Of course the probability of
this scenario would increase radically if Turkey and Iran succeed
in resolving their major internal problems (the Kurdish problem
in Turkey, democracy with defects in Turkey, theocratic and au-
thoritarian political regime in Iran). The prospect of EU mem-
bership would definitely facilitate the democratization of Turkey
and at the same time would considerably enhance Ankara’s
influence in the post-Soviet area. On the other hand, internal
political changes in Iran would enable Teheran for the first time
to join the great game in Central Asia and the Caucasus without
serious handicaps. The coming to power of a pragmatic political
elite in Iran would create a real opportunity for the genuine rap-
prochement between Turkey and Iran, the basis for which would
be economic cooperation, especially in the energy sector and
mutual ethnic and religious ties. It seems that a Turkish-Iranian
partnership would have a significant impact especially on Rus-
sia, whose position in the energy market (unexploited enormous
deposits of gas and oil in Iran)®? as well as in the post Soviet area
would be significantly weakened.

! Jeffrey Mankoff, Russian Foreign Policy: The Return of Great Power Politics,
Lanham 2009, p.31.

2Russia possesses more than 50 percent of the world’s nuclear forces. Russia’s
share in global stockpile of operational warheads, though slightly smaller (al-
most 50%), is still the largest in the world. Its armed forces belong to the group
of great powers composed of China, India and the US, possessing more than
one million active servicemen, many thousands tanks, thousands of aircrafts,
helicopters and huge navy.
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3 According to the BP Statistical Review 2011, Russia has nearly 24% of proven world
reserves of natural gas (1st place in the world), more than 18% of the world's prov-
en coal deposits (2nd place), nearly 9% of the world’s proven reserves uranium (3rd
place) and more than 5.5% of global proven crude oil (7th place).

“Russia’s international foreign exchange reserves exceed 500 billion USD.

% According to the most authoritative estimates, no more than 8 % of those who
held leadership positions in the Gorbachev period were siloviki. Currently more
than 40% of Russian leaders have this background.

¢ Jeffrey Mankoff, Russian Foreign Policy: The Return of Great Power Politics,
Lanham 2009, p. 15.

" The most striking example of Russia’s negligence of soft power instruments is
the fact that it allocates only mere 0.03% of its GDP for the official development
aid. The share of foreign students in the total student community of Russia
exceeds slightly 1%.

8 Pricewaterhouse Coopers uses in its projections the data of World Bank whose
estimation of Russia’'s GDP PPP is 20% larger than the data delivered by the IMF.
The data provided by the IMF is more often used by other international organiza-
tions.

? Dmitri Trenin, Russian Foreign Policy: Modernization or Marginalization?, [in:]
Russia after the Global Economic Crisis, edited by Anders Aslund, Sergei Guriev
and Andrew Kuchins, Washington 2010, p. 188.

10 A great majority of immigrants is in constant movement between their home-
lands and Russia.

" The border between Russia and Kazakhstan running for more than 7500 km is
the longest border in the world. It lacks any natural barriers and comes close
to several Russian industrial centers and key communication lines that link
European Russia with Siberia.

2 Russia is interested in an evolution of the BRIC structure into a parallel organi-
zation to the G8. Moscow has become the main promoter of idea of the insti-
tutionalization of the BRICs and the creation of a formal mechanism for nego-
tiations and discussions. Russia hosted in May 2008 in Yekaterinburg the first
meeting of the BRIC foreign ministers. In July 2009 the first official summit of
the BRIC's head of states was held in Yekaterinburg.

¥ In the recent years, Moscow renewed strategic bombers’ patrols over the At-
lantic, the Mediterranean and the Pacific and resumed large scale naval ex-
ercises in international waters in different parts of the world. For instance,
in 2008, Russian warships visited Cuba for the first time since the dissolution
of the Soviet Union. However, at the beginning of the last decade Russia closed
an intelligence center in Cuba and a naval facility in Vietnam.
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' Opinion polls have been conducted in the last years by the Pew Research Cent-
er, Levada Center, VTzIOM and FOM.

5 The US's military spending is 13 times larger and China’s 2,3 fold than Russia’s.

¢ Russia’s military expenditures comprise 4,3% of its GDP. Due to the reform of
the military sector, foreseeing rise of allocations, this share is going to increase
in the coming years. By comparison, in case of the UK the defence spending
constitutes 2,7% of its GDP, India 2,8% and China 2,2% respectively. However,
it should be taken into account, that China allocates for institutions responsible
for internal security a budget around 20% larger than the military spending.

7 Export of energy resources constitutes around 2/3 of the total Russian export
and contributes around 1/3 of revenues to consolidated state budget (federal
and locall.

'® In the Global Innovation Index 2011 China received 46.4 points, surpassing Italy
or Spain, and Russia only 35.9. Among the first one hundred universities of
the QS Top 500 universities ranking 6 Chinese universities (3 from Hong Kong])
can be found and not a single Russian one. In the PISA ranking evaluating
quality of secondary education Chinese pupils get much better results than
their Russian colleagues.

" The current 28 NATO members have right now 40 percent fewer service-
men in Europe overall, 35 percent fewer ground forces, 30 percent fewer
naval forces, and 40 percent less military aviation, than the sixteen member
countries had at the start of the 1990s. Overall, NATO forces are around 40
percent lower in numbers of servicemen than the ceilings set by the Con-
ventional Forces in Europe Treaty, 25 percent lower in armored vehicles and
artillery, and 45 percent lower in aircrafts. The number of American troops
stationing in Europe has decreased three-fold since 1991. The U.S. has
made also a close to three-fold reduction in its strategic nuclear forces over
the same time. It has carried out no modernization of these forces and it has
made a six to seven-fold cutback of tactical nuclear forces. Alexei Arbatov,
Uravnenie bezopasnosti. Moscow 2010, p. 66.
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According to various statistical data, the EU’s share in the Russian trade turno-
ver oscillates around 45-48%. It is estimated, that up to 75% of FDI in Rus-
sia come from the EU. At the same time, the EU is the main destination of
the Russian foreign direct investment. Particularly Cyprus, Luxemburg and
the Netherlands attract Russian capital. Many Russian oligarchs have regis-
tered their companies - operating de facto in Russia or the post Soviet states
- in these countries.

2 The border with Russia is the longest land border of the EU. The majority of
Russia’s population lives in a relative proximity to the EU borders. For instance,
the distance between Moscow and Warsaw is smaller than between the latter
and Paris. Petersburg, the second largest Russian city is located in the imme-
diate neighborhood of the EU.
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221n 2011 around 45% of visits of Russian citizens abroad were directed to the EU.
Around 2 million Russians live in the EU.

Z The EU's GDP PPP is sevenfold larger than Russia’s and GDP PPP per capita
more than twofold.

% Qver half of the coal imported by the EU comes from Russia. While imported
coal has nearly 45% share in the consumption of this commodity in the EU.
Russia is also a major source of oil imported by the EU. Russia’'s share
in the EU oil balance is 30%, while the EU’s dependence on foreign oil supplies
is very high (85%). From Russia or the Kazakh mines controlled by Moscow
comes nearly 30% of uranium imported by the EU. Meanwhile, almost 100%
of EU demand for uranium is covered by supplies from abroad. Gas imports
represent more than 60% of EU consumption. Russia is the main supplier of
gas to the EU (33% of EU imports. Before the crisis, it came to 40%).

N
&

In the ten countries of Central Europe (Visegrad Group, Bulgaria, Romania, Slov-
enia, the Baltic republics), the participation of Russia (Russian gas, or the central
Asian transit which is controlled by Russia) in their gas imports exceeds 80%,
while in the EU-15 it reaches 25-30%. The share of gas from Russia in the con-
sumption of these commodities in the Visegrad Group countries, Bulgaria and
Romania is at level of more than 60%. while for the Baltic republics exceeds 90%.
For comparison, in EU-15 represents around 20%. What's more, gas has in some
countries of Central Europe (Slovakia, Hungary, Latvia and Lithuania) a significant
share in their overall energy balances (30-35%). The possibility of influence of
Russia on the EU energy policy can increase the membership of Western Balkan
countries, where energy balances are generally similar to the countries of Central
Europe. Particularly strong is the position of Russia in the energy sector of Serbia.
Russia is also a major supplier of nuclear fuel of Bulgaria, Czech Republic, Slova-
kia and Hungary. Moscow treats Central Europe as a priority area for investment
in the development of nuclear energy. The influence of Russia in the gas sector
of Central European countries derives from the existence of some intermediary
gas trading companies in these states, which are closely linked with Gazprom and
whose activity is very opaque.

% |t should be admitted, that the corruption in several EU member states is at
a level relatively similar to Russia.

? Tension with Estonia and Latvia, especially, over treatment of ethnic Russians
and Russian-speakers in those countries has been a constant problem.

2 Moscow withdrew its signature from the Energy Charter Treaty (ECT) in 2009,
which it earlier had refused to ratify.

% Andrew Kuchins, US-Russia Relations: Constraints of Mismatched Strategic
Outlooks,[ in:] Russia after the Global Economic Crisis, edited by Anders Aslund,
Sergei Guriev and Andrew Kuchins. Washington 2010, p. 245

30 A key issue pending solution is reform of the consensus-based method of
decision-making. The secretariat of the SCO is not an independent body with
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competences of its own. The SCO budget is very modest. The multilateral eco-
nomic programs are virtually non-existent.

China helps guarantee Russia’s place at the table in discussions about North
Korea.

Tai Ming Cheng in his study of the transformation of China’s defense technol-
ogy base concludes that its ability “to learn and absorb already existing tech-
nologies and techniques has been significantly enhanced by the acquisition
of civilian and foreign, especially Russian, defense technology and industrial
hardware and knowledge™.

In 2010 the Russian navy conducted naval exercises on the Kuril islands and
the president of Russia realized the first-ever visit to the Kuril islands which
was a clear departure from the Russian-Japanese Tokyo Declaration from
1993. The same year, during the visit in Beijing the president of Russia to-
gether with the president of China condemned in a joint declaration attempts
to change the history of World War Il in Asia alluding to Japan. After this visit,
Moscow designed September 2, the day Japan signed the surrender treaty
in 1945, as a day of memorial for the end of the Second World War.

The stock of Chinese FDIs reached - according to the Chinese official statis-
tics - 2,8 billion USD at the beginning of 2011. Chinese companies often invest
abroad through the British Virgin Islands. The investment from the British Vir-
gin Islands is quiet substantial in the post Soviet space including Russia. It can
be assumed that part of these investments in fact come from China.

It can be estimated that in 2011 almost 2,5 million visits of Russians to China
took place. They comprised more than 5% of all Russians’ visits travelling
abroad. China was the 4th destination for Russians.

Bobo Lo, China’s “Permanent Reset”, Russia in Global Affairs, 15 October 2010,
http://eng.globalaffairs.ru/number/Chinas-Permanent-Reset-15001

For instance, in case of the agreement concerning demarcation of the border
with China, though the Russian government emphasized that it was not giving
up land, and hailed the agreement as a win-win, the opposition openly criti-
cised the agreement as a unilateral concession of Russian territory. Formal
and informal polling indicated negative attitude to the agreement throughout
Russia, particularly in the Far East.

Gazprom and CNPC signed the memorandum on deliveries of Russian natu-
ral gas to China (up to 70 billion m3) in March 2006. After four years of tough
talks, in 2010, Russia and China agreed on all main conditions of the contract,
except for the key issue, namely price, which the Chinese bargained strongly
throughout the negotiations.

The gravitation of the Russian Far East towards China is to a large degree
inevitable. It derives from the geographic factor. The most densely populat-
ed and urbanized regions of Siberia are located in its southern part, next to
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China. The distance between Vladivostok and Beijing is 1330 km and between
the former and Moscow 6430 km.

On the other hand, the population of Manchuria and Interior Mongolia com-
prises around 10% of China’s population and these regions do not belong to
the most developed, urbanized and populated parts of China.

Before the crisis, according to the Russian Federal Migration Service,
330 thousand of Chinese worked legally in Russia. This institution estimates
that a share of illegal workers among Chinese is the smallest among foreign
immigrants residing in Russia. Therefore it should be estimated that current-
ly around 400-500 thousand of Chinese reside in Russia. A majority of them
lives outside direct borderland with China. Nevertheless, their number has
increased since 1991 40-50 fold.

The programme includes a list of more than 200 joint projects to be imple-
mented until 2018 across the territories of both countries. Its implementation
started in 2010. Less than 10% of projects have been launched since then.

Currently India is the main importer of Russian military equipment. Russian
arms sales have helped shift the balance of power between India and Pakistan
China’s protégé in India’s favor.

According to the Asian Development Bank 20 percent of trade between Asia
and Europe passes through Central Asia. In 2011 the first-ever direct cargo
train from China to Europe was launched. The route offers a major shortcut to
the traditional sea routes. Travel time to Europe is cut from about 36 days by
container ship to just 13 days by freight train. The train is scheduled to travel
eventually once weekly.

In Central Asia Japan, South Korea and to lesser degree India are also rela-
tively active players.

In the post Soviet countries, excluding Baltic Republics, live around 13 million
of ethnic Russians, constituting important minorities in Belarus, Kazakhstan,
Kyrgyzstan, Moldova and Ukraine. The Russian language is a mother language
for a majority of Belarusians and a huge minority of ethnic Ukrainians. Many
Ukrainians and Belarusians are bilingual. Almost 6 million of Russian citizens
are co-nationals of state nations in the CIS countries and Georgia. These com-
munities constitute in some cases large part of the entire nations (Armenians,
Azeris, Belarusians, Georgians, Moldovans and Ukrainians).

The share of remittances in the economies of these countries varies from al-
most 20 percent of their GDP to more than 35 percent of GDP.

Russia is a dominant trade partner for Belarus (nearly 50 percent of exchange)
and a very important partner for Armenia, Kazakhstan, Kyrgyzstan, Moldova,
Ukraine, Uzbekistan and Tajikistan (from 15 percent to more than 30 percent].
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Russia has via direct and indirect (Cyprus) flows of capital a majority share of
Armenia’s and Belarus's FDI stocks and huge share in Ukraine’s and smaller
states of Central Asia.

? Gas supplies account for 60% of energy balance of Belarus (the only supplier
being Russial, 65% in the case of Moldova (also supplied exclusively from Rus-
sia) and almost 60% in the case of Armenia (of which 70% originate from Rus-
sia). Russia controls Armenian, Belarusian and Moldovan gas pipelines and
supplies nuclear fuel to Armenia’s nuclear power plant. In the case of Ukraine,
natural gas has an approximately 40% share in its energy balance, and a great
majority of supplies of this raw material are made either from Russia or via
Russian territory.

% Students studying abroad compromise relatively huge part of total student
community in Azerbaijan, Belarus, Georgia, Kazakhstan, Moldova, Uzbekistan
and Turkmenistan. Russia is the main destination for students from these
countries, particularly Belarus, Kazakhstan and Uzbekistan. Several tens of
branches of Russian universities operate in almost all post Soviet states.

" The Single Economic Space promises free movement of goods, services, capi-
tal, and labor, as well as unified legislation on “internal” trade, competition
policy, transportation tariffs on energy and goods, and general access to state
procurement orders and contracts.

52 |n difference to the EU, the Customs Union decisions are made only through
weighted voting, proportionate to each state’'s economic power.

%8 According to opinion polls, around 65% of Russians supports an idea of
open borders between Russia and Ukraine and Belarus without controls
and customs.

% Currently, approximately 75% of gas exported by Russia to the EU flows through
Ukraine. Implementation of Nord Steam project will reduce this depend-
ence. However, Ukraine will remain the main route of transit of gas to the EU.
Ukraine’s position as a key transit country for the EU and Russia eventually
would undermine the construction of South Stream gas pipeline. However, re-
alization of this project is less likely than in the case of Nord Stream. The Rus-
sian side offers to Ukraine a dramatic reduction in gas prices on the model
of Belarus in exchange for agreeing to the gradual takeover of Ukrainian gas
system by Gazprom and Western partner companies. For Russia, the creation
of a joint venture, even though considered a half-solution, could enable it to
gradually take over a majority of assets.

% Dmitri Trenin, Post-Imperium, Washington 2011, p. 80.
% Over 400 kinds of goods which are sensitive in nature for the parties of the Cus-

toms Union have been excluded from the joint customs tariff. The limitations
in the Union’s functioning were supposed to be suspended by 1 January 2012,
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i.e. from the moment that the Single Economic Space entered into force. How-
ever, considering the ongoing divergence of interests between the partners,
this postulate remains to large degree still on paper.

Uzbekistan withdrew from the Eurasian Economic Community and de facto
left the CSTO.

The number of Russians in the post Soviet countries, has fallen by half since
1991 from 26 million to around 13 million. The number of children that are
educated in the Russian language has decreased from above 5 million to
3 million.

In 2011 Russia surpassed the EU as the number one trade partner
of Ukraine.

An accurate estimation of the EU’s investment in Kazakhstan is quiet difficult
because of huge reinvestment of Kazakh capital through the Netherlands.

In order to reduce vulnerability to naval interdiction, land-based oil and gas
pipelines linking Central Asian hydrocarbons to the Chinese market are sup-
posed to provide a supplemental source of oil and gas supply.

Xinjiang is an autonomous province which compromises around 17% of the en-
tire Chinese territory. It is inhabited in 60% by Muslims, mostly Uyghurs.
Their number due to high population growth rates will increase substantially
in coming decades. The ethnic separatism and Islamic extremism in Xinjiang
strengthen by the Chinese politics of assimilation constitute one of the most
serious challenges for China’s internal security. From the historic and geo-
graphic point of view Xinjiang is an integral part of Central Asia. In China live
1,5 million of Kazakhs (15% of Kazakh population in Kazakhstan) and 150
thousand of Kyrgyz people (several percent of Kyrgyz living in Kyrgyzstan).
On the other hand, Central Asia is home to around 300 thousand Uyghurs. This
is the largest Uyghur diaspora in the world. Xinjiang's importance for China
derives also from its size and huge natural reserves located in it: around 40 %
of Chinese reserves of coal and 35 % of natural gas and 30% of oil. What most
important, according to preliminary estimates, an enormous deposits of shale
gas have been detected in this autonomous province.

Currently, China transports goods through Eurasia in the direction of Europe
predominantly via Russia and Kazakhstan. In the coming years China is going to
finalize the construction of the Kashgar-Osh-Andijan railroad. Once this project
is complete, China will have an alternative railway line to Europe outside of Ka-
zakhstan and Russia and will also be able to access the Indian Ocean.

The most striking evidence confirming China’s attractiveness were the visits of
the prime ministers and presidents from every country covered by the Eastern
Partnership (excluding Azerbaijan) in autumn 2010. Particularly spectacular
was the intensification of Chinese and Ukrainian relations.
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The US investment is particularly significant in the oil sectors of Kazakhstan
and Azerbaijan. The US investment in the Kazakh FDI stock comprises around
15% of the total (more than 20 billion USD).

Turkey is a quite important trade partner for Russia (more than 3,5 % share
in Russia’s trade turnover) and a very popular tourist destination. For the Turk-
ish construction companies, Russia is the first foreign market, though propor-
tionally to the size of the Russian economy the Turkish investments in this
sector have much smaller leverage than in other post Soviet countries. Russia
occupies the second place in the Turkish trade volume (almost 10%]. Bilateral
FDIs have rather limited value but in the future the situation could change if
Russia realized a project concerning construction of nuclear plant in Turkey.

The share of Turkey in the trade volume of Turkmenistan and Tajikistan oscil-
lates around 10-15%. Turkey is also one of the most important foreign inves-
tors in Turkmenistan.

For instance, the value of Turkish investments in the construction sector
in Turkmenistan reached almost 20 billion USD as of the beginning of 2011.
Meanwhile, Turkmen GDP (PPP) is less than 40 billon USD.

According to the opinion polls, only 20% of Russians identify themselves with
the western-style liberal democracy. A majority prefers a “Russian form of
democracy” based on strong leadership.

Currently, the FDI stock comprises 10% of Russia’s GDP but excluding invest-
ments from Cyprus and the Caribbean islands, which represent in fact rein-
vested Russian capital, it is lower than 5%. Right now, only 0,5% of Russian
students study abroad.

The EU’s has at its disposal the following assets: asymmetric economic ties,
Russian society’s cultural identification - despite some contradictions - with
Europe, a perception of the EU as the main source of assistance in the pos-
sible modernization and democratization. The EU could in the medium term
strengthen considerably its influence on Russia through the establishment of
an FTA, inclusion of Russian students in the Erasmus programme and the vi-
sa-free regime.

A rising significance of the Arab world for the EU, related to its much higher
population growth rate than Russia’s and Eastern Europe’s, decisively better
projections of economic growth, increase of the Muslim diaspora in Europe and
strengthening of the demographic clout of EU members focused on the South
(the UK, France). These trends could be to a certain degree counterbalanced
by the probably faster pace of economic growth in Central Eastern Europe than
in the Western part of the continent.

The most serious impact on Russia’s position in the energy sphere will be
the creation of the single EU energy market that would weaken Russia’s pos-
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sibilities to develop bilateral relations with individual EU members, increasing
energy efficiency of EU economies, the construction of new LNG ports, the di-
versification of EU energy balances (new sources of energy) and gas supply
(southern corridor, the construction of interconnectors), the emergence of
new suppliers (especially important Iran, a scenario possible in the event of
political change in the Tehran) and development of shale gas in the world and
in Central Europe.

“The European vocation of Ukraine could strengthen in the future demographic
trends, namely an increase of population in pro-European regions of the country
and shrinkage in pro-Russian parts.

° Certainly, the possibility of a serious economic and social crisis in China should
not be excluded. However, according to the experts dealing with China, the cri-
sis is much more probable in the long term perspective than in the short or
medium one.

¢|n 2000, Russia’s military expenditures comprised 80% of China’s. Ten years
later this proportion dropped to less than 45%. Russia’s weighing in Chinese
foreign policy will diminish further. In this decade China will most probably
build a fully-fledged sea leg of its nuclear forces and substantially increase -
at least twofold - its nuclear assets.

" The rising importance of China in the Russian exports confirms the WEO 2011
issued by the IEA assuming an increase of China in the share of the overall
export of Russian gas, oil and coal from 2% in 2010 to 20% in 2035. At the same
time, the EU share will shrink from 61% to of 48%. This trend is supposed to
continue after 2035.

& A rising importance of Central Asia for China will result from an increase of
Muslim population in Xinjiang and the recent discoveries of enormous shale
gas deposits in this province.

? Russia’s readiness to use hard power will increase because reforms of Rus-
sian armed forces will deepen a gap of military potentials between Moscow
and other post-Soviet states.

% According to UN forecasts, the population of Central Asia within the timeframe
2010-2050 will grow from approximately 60 million to over 80 million.

Certainly, this development will increase Kazakhstan's leverage in Central Asia
and its influence in regions of Russia (Tatarstan, Bashkiria), inhabited in ma-
jority by fellow Turkic Muslims and located in proximity of Kazakh border.

2 |ran possesses more than 15% of the proven world reserves of natural gas and
10% of the proven world’s reserves of oil.
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Russia’s uncertain future:
internal dynamics and
possible trajectories’

Nikolay Petrov

Main thesis

Regardless of whether or not the leadership will opt for the nec-
essary reforms, serious changes appear to lie in store for Russia
in the coming decade. Three pictures of Russia in 2020 can be
visualized:

1. “Early Putin”, or “Putin the Reformer” (a moderately modern-
ized Russia)

2. Modernization+, ‘Perestroika-2", or neo-Gorbachev (Russia
in radical modernization mode)

3. “Stalin Lite” (Russia on the way to dictatorship)
“Early Putin, Putin the Reformer”, or a moderately modern-

ized Russia is an option that can be seen as the inertial one, an
evolution of the current course. This implies that most key ele-
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ments of the currently existing political system remain in place;
the role and independence of the political parties are somewhat
enhanced, including a transformation of United Russia into
something of a dominant party. This would mean a more robust
separation of powers and an intensification of political competi-
tion. Higher competition increases the likelihood of repoliticiza-
tion and a more active political participation. Thereby the new
spiral turn signals a return — with some reservations - to the sit-
uation of 2002-03. Some elements of federalism are restored
including direct elections of regional leaders and a transforma-
tion of the upper chamber of the Federal Assembly into an or-
gan of genuine regional representation. The economy will have
a more solid market character as the government will reduce its
involvement in the economic life.

Meanwhile social sphere will continue to decline as a result of
a protracted deterioration of the quality of health care and edu-
cation, and the continued outflow of the entrepreneurial groups
from Russia. There is no nationally shared ideology; instead
there is an ideological mix that embraces elements borrowed
from different époques and concepts including imperial and So-
viet grandeur, ‘energy superpower’, a separate civilization etc.

The “moderate” nature of this scenario does not rule out crises.
The latter can be generated if changes are irregular and one
sphere is modified faster than others. Such changes can become
increasingly in conflict with each other, first and foremost, as
a result of separation of powers horizontally and vertically. This
can lead to a correction of certain elements within the frame-
work of the moderate modernization; or the trajectory can shift
to a Modernization Plus/Perestroika-2 or authoritarization.

Modernization+, Perestroika-2, or neo-Gorbachev. Fully fledged
two- or multi-party system will take a radical modernization
that will also imply a genuine separation of powers and a con-
solidation of political institutions.

In particular, this would mean a gradual transformation of
the parliament into a fully fledged influential representative

70



body that is able to ensure accountability of the executive branch
including the control over state security and law-enforcement
agencies. Federalism is reinstated with powerful and influen-
tial municipal and regional levels; these levels of governance
are assured of sufficient tax revenues that enable them to per-
form a broad range of functions. There is certain risk of regional
separatism, since in this scenario the country is moving moves
fast leaving behind some of the regional political elites and even
provoking resistance among them. Business is separated from
political power. The state functions are mostly reduced to regu-
lation; the state presence in the real sector is reduced to a mini-
mum. The societal forces gain an additional boost; social and
territorial mobility is growing. While migration within the coun-
try is growing, fewer people show interest in leaving Russia
altogether. This kind of scenario, like Gorbachev’s Perestroika
can be self-sustaining with the initial effort aimed at improving
the existing system and causing an avalanche effect.

Radical modernization will face more hurdles related to ir-
regular development than any other scenario. This means that
should such course be adopted, crises will be highly likely, not
least generated by disgruntled conservative elites and constitu-
encies. Some of such crises can strengthen the system, others
can push the trajectory toward authoritarianization.

“Stalin-lite”, or Russia slipping toward dictatorship. This trend
implies a rise of personalistic elements in the political system,
a complete evisceration of elections that will fully transform into
a ritual of pledging allegiance. A one-and-a-half parties system
will finally take shape, political parties being reduced to mere
imitations. This would mean a drift toward some of the post-
Soviet regimes, such as Belorussia or Kazakhstan. The authori-
tarian framework may be expected to launch an enlargement
of the administrative regions - for the sake of more practicable
governance. Should the authoritarian model be adopted, another
possible move would be to turn Russia’s eight federal districts
into a fully fledged “level” of government authority. In any case
centralizing and unitary trends will be enhanced. This mode of
governance will call for a more rigid coordination of various gov-
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ernment “verticals” and their enlargement; as well as an es-
tablishment of a “politburo” whose mission will be to reconcile
the interests of major “clans”. The role of the power agency will
inevitably grow; in order to make up for the missing political
competition; a mechanism of “purges” will be introduced.

For the national economy this would mean a greater role of
state corporations and “crony businesses” highly dependent
on the political elites. The rent-seeking model will be further
consolidated with rent distribution tightly regulated by the cen-
tralized government. State-society relations will be further de-
termined by the paternalistic pattern; “besieged fortress” mind-
setwill be broadly disseminated. The “dissenting” constituencies
will be pushed to leave the country. This will be accompanied by
a rise of nationalist/xenophobic sentiments and a threat of inter-
ethnic clashes leading to disintegration and a de-facto separa-
tion of some of the ethnic regions. In the “Stalin-lite” scenario
conflicts and crises can be provoked by the internal competition
of the elite “clans” and corporations, by irregular development,
as well as the essential limits of centralized management of
a country as vast as Russia. Another factor of crises is the inevi-
table further decline of the efficiency of governance and a failure
to respond to external challenges.

Out of many problems that Russia’s facing three are especially
grave:

e an explosion in the North Caucasus

¢ a breakdown of technological and social infrastructures

e Administrative collapse

These three are so grave that - separately or combined - they

can undermine the political system or even threaten the very ex-
istence of the nation.
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In the North Caucasus, conflict has built up over the many dec-
ades, and the situation has reached such a level that it could ex-
plode any moment. There is no quick resolution to the Caucasus
problem, and such a solution will not come. To solve the actual
problems of the Caucasus it is essential to implement a long and
difficult strategy, and a very painful one at least at early stages.
Thing is that the Kremlin's inherent short-sightedness as well
as its situationist politics invariably result in tactical rather than
strategic solutions which further aggravates the existing prob-
lems.

For instance in 2004 Putin opted for a policy of “Checheniza-
tion”. This choice was motivated by the forthcoming presidential
election: Putin needed to demonstrate that he had successfully
solved the problem of subjecting the rebellious Chechnya. But
even then, it did not help resolve the conflict; it just pushed it to
the periphery of public perception based on the cynical formula
“let the Chechens kill one another”. Moscow had helped “good
bandits” to subdue all other competing groups within Chechnya,
and after that it empowered them in exchange for their symbolic
loyalty. Moscow at some point became a hostage of this deci-
sion, and has since been forced to agree to ever greater con-
cessions. Meanwhile, while the situation in Chechnya has been
stabilized - even if this is a relative and precarious stabilization,
the conflict has spread to other republics and engulfed the en-
tire Russian Northern Caucasus.

The 2014 Sochi Olympic Games is another example of how
the government prefers tactics over strategy, exacerbating an
already difficult situation. As was mentioned above, Northern
Caucasus calls for a long-term strategy. Meanwhile the choice
of Sochi, located very close to the unstable North Caucasus
territories, as the venue of the 2014 winter Olympics, sets an
artificial and short-term deadline. The Russian government
will have to ensure security now at any cost, so the world
would trust that Sochi is a safe venue for the Olympics. If
this effort is successful, then after the Olympics the govern-
ment will inevitable lift the emergency security measures,
which can generate serious security hazard. Besides, after
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the Games are over, the government will have to drastically
cut the investment in the region which has reached gigantic
proportions during the preparation period; this too threatens
to aggravate the security situation.

The recognition of independence of Abkhazia and South Os-
setia following the 2008 war in Georgia has also exacerbated
the problems of North Caucasus, where ethnic republics are
understandably jealous of the higher status Russia has grant-
ed South Ossetia and Abkhazia. Although the independence of
these two territories is questionable (both are heavily depend-
ent on Russia economically and in terms of security), local elites
are not cohesive and Russia’s control over South Ossetia and
Abkhazia is not solid.

Moscow’s current tactics of throwing huge money on the prob-
lems of North Caucasus is not just inefficient - it is counter-
productive. This is true not only because part of the money
is promptly “transferred to the woods”, as those fighting
against the pro-Moscow local government have levied tribute
on the local business. The government policy further exacer-
bates the major problem: young men in the North Caucasus
steadily joining the ranks of the fighters. There are no other
ways of self-fulfillment for the young, since all channels of
social dynamics have been blocked by corrupt and archaic lo-
cal elites. Local communities have been polarized and turned
more archaic - as their most advanced members, the region’s
potential agents of modernization have left their homelands.
A recently enforced policy of appointing non-locals to feder-
al posts such as police chiefs, prosecutors, judges etc. Also
threatens to make things worse - new conflicts can lead to an
ultimate loss of control.

The system invests tremendous forces and means in geopoliti-
cal and geoeconomic infrastructure (e.g. pipelines, FDI abroad),
which in itself is a source of income for many corporations
and can increase future revenues. At the same time, it acts
as the temporary owner of an enterprise that seeks to extract
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maximum benefit from it right now with full disregard of the fu-
ture. Old roads get destroyed faster than new ones are con-
structed; large-scale technological catastrophes and accidents
are a monthly affair what with plane crashes, military depot
explosions, buildings collapsing, deadly fires which take many
lives. In the case of social infrastructure, and primarily in the ar-
eas of health and education, the deterioration is less evident;
as a result neither the government nor the society pays enough
attention, thereby exacerbating negative effects in the future.
As for the education and health care, the negative trends that
have long gone on can produce a substantial decline in the com-
ing years. Because the necessary allocations were not made
in time, the decay of technological infrastructure will continue
at least through the end of the next decade.

In recent years there have in fact been two one-way processes:
the risk management failures due to the crisis and fast-chang-
ing environment; and the decreasing adaptability of the sys-
tem along with its worsening ability to take a punch. The sys-
tem is designed so that, it can provoke a crisis, at the drop
of a hat, without any external shocks (such as the banking
crisis in 2004; the 2005 benefits-for-cash reform that caused
mass protests; the 2006 “alcohol crisis; the 2011 transport
crisis; local crises at the turn of 2009-10 which provoked so-
cial explosions in Vladivostok, Kaliningrad]. On the other hand,
the overcentralized and overbureaucratized system is inca-
pable of prompt and effective response to arising crises; as
a result local problems can easily escalate into a system wide
crisis.?2 A general crisis economic or political can easily lead
to catastrophic consequences in some regions. This model of
creating and spreading the crisis, therefore, can evolve “from
below” and “from above” and lead to the most extreme impli-
cations for the system. The ongoing economic crisis creates
a very negative background which can make consequences of
a management crisis even more destructive. Some experts,
citing Russian recent history, namely the period of Brezhnev's
stagnation, believed that, first, it is possible to live with these
problems for quite a long time; and, second, that the system
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cannot be fixed anyway. After the mass rallies in December
2011 it turned out that the comparison with the Brezhnev pe-
riod is not quite correct. First of all, for various reasons, things
develop faster now than three decades ago, and Putin’s regime
has passed the full cycle - from birth to decay - in just ten
years. Furthermore, today’s system is not as stiff, uniform, rig-
id, or lacking any alternative as the Soviet system of manage-
ment used to be which makes improvement of governance not
entirely inconceivable. And even if the institutions have been
all but eviscerated, technically they still exist. What's more,
there are memories and experience of the time (1990s’) when
they were - of not more robust, then at least developing - and
if the course of deinstitutionalization is revised, improvement
may be rapid.

There are also Vladimir Putin’'s dead ends which are time bombs
ticking against the country due to the incorrect strategic deci-
sions made in the last decade:

e Deinstitutionalization

e Paternalism

e Depoliticization

e Stake at Oil and Gas

e Defederalization

e Verticalization

All previously independent institutions have been radically
emasculated; their authority and autonomy dramatically re-

duced. Public trust in these institutions has been undermined.
The system of institutional checks and balances has been re-
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placed by the ultimate arbiter; and this process was accompanied
by the deliberate fragmentation of corporations and agencies
(particularly security and law enforcement units). Simultane-
ously a system of “corporate checks and balances” has been
created; this system operates by way of “managed conflicts”
between corporations and agencies as well as within them. Be-
cause the system is stripped of autonomous players invested
with distinct authority, it cannot draw on established patterns of
response to emerging problems. Instead every problem requires
“manual management” and direct involvement by the supreme
leader. For a long time, state-building relied on the high popu-
larity of the leader, and the country could do without institutions,
but Putin’s approval ratings have shown more volatility lately.
Sooner or later his popularity would begin to fall and become
a reason for destabilization.

In the framework of Russia’s paternalistic pattern of state-so-
ciety relations the government has benefited by passive com-
pliance of the people, and a majority appears to accept the de-
pendence on the government which takes care of their social
security and well-being. The problem with this model is that it
makes the state hostage to its populist promises, forcing it to
live beyond its means - in fact, at the expense of the future - and
additionally, the model prevents the development of initiatives
from, and independence of the citizens. The lack of initiative and
the mindset of dependents are a hurdle to Russia’s moderniza-
tion and even to a sustained economic development. The govern-
ment can no longer increase the burden of social spending, and
the citizens go through a decline of a kind described by Andrey
Amalrik in his book “Will the USSR survive through 19847?".

The elimination of public politics and politicians made the gov-
ernment’s life easier for some time. But after a decades of us-
ing this tactic, it is turning negative: the governance becomes
increasingly ineffective as a result of weak political competi-
tion and the lack of accountability at all government levels,
the inability to develop a realistic agenda for the country and
gain popular support for its implementation, a shortage of ef-
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ficient cadres, etc. During the “fat” years political technologists,
as the Kremlin political operators are commonly referred to,
were able to substitute manipulative tricks for rational policy-
making, but they may find “political technology” less effective
as the times become “leaner” in 2010s. The authorities are
increasingly short sighted and arrogant. After the upsurge of
political protests in December 2011, repoliticization in the next
year or two is inevitable, and in many ways depends on the gov-
ernment - whether it will follow a constructive and evolutionary
path or an explosive and destructive one as in the last days of
the Soviet Union.

Russia’s chosen mold of an “energy superpower” implies enor-
mous investments in the pipelines seen by the leadership as
a tool of geopolitical expansion. This method of realizing per-
sonal and corporate interests at the expense of the national
ones makes Russia’s economy even more dependent on re-
source extraction and distribution of the rent. Diversification
remains unattainable, and the impact of the “resource curse”
is prolonged for an indefinite future. As a result, outside the oil
and gas sectors, and the services sector, which is fueled by oil
and gas money, a rapid degradation of the industrial complex is
under way. Furthermore, the most advanced and entrepreneur-
ial people, who could have become the backbone of diversified
model, are being “washed out” from the country.

Over the course of the last decade, excessive centralization and
unitarization has been steadily introduced. The regions have
been stripped of even the slightest autonomy and independ-
ence. As a result of such policy the huge diversity of the coun-
try, which used to be Russia’s competitive advantage has been
reduced to a heavy burden. Attempts to manage a vast country
from a single center and make universal decisions with no ac-
count of the varied regional interests, in the political realm lead
to a “leveling to the average” in the economy the effect of such
policy is a chronic dependence of an overwhelming majority of
the regions on federal subsidies. The regions’ top administra-
tive elites, those who enjoy influence and authority in their ter-
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ritories and have the experience with public politics have been
increasingly replaced by loyal bureaucrats, whose management
efficiency is strongly limited - especially in a crisis situation or
for the realization of modernization. This exacerbates the con-
sequences of defederalization which can no longer be improved
by a simple redistribution of authority.

Putin’s proverbial “vertical of power” essentially comes down to
an overgrowth of vertical; subordination ties in the system of gov-
ernment management. Meanwhile horizontal ties are weakened
which leads to that there is no single vertical: it is fragmented
into a large number of loosely connected “smaller verticals”
within concrete government agencies. Other consequences of
the “verticalization” include dramatic weakening of inter-agency
links; administrative rivalry, that is tough competition between
different verticals; an evisceration of inter-regional ties; lack of
public initiative; overlapping of the functions of government agen-
cies; the system’s low flexibility and capacity for maneuver. It is
not difficult to see that all these “private” dead ends are inter-
connected and form one big dead-end of Russia’s demoderniza-
tion. In the optimistic scenario, with the intensification of efforts,
the authorities can find a way out of this grave situation, to which
they drove themselves along with the country. However, the longer
the country is moving toward an impasse, the longer it will take to
come out. This begs the question: Have we not overshot the point
of no return? Moreover, the problem is often compounded by
the vicious circle that only a large-scale crisis can break.

One more serious problem the country is facing has to do with
the transitional character of its ruling political class. In a simpli-
fied form the present situation could be described as a wishy-
washy state somewhere between two models - the nomenklatura
and the elite.® The current Russian system was in large part inher-
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ited from the Soviet nomenklatura apparatus, and thus preserves
a certain similarity. However, today there are no resources dedi-
cated to Soviet-style repression, and without this “stick” - that is,
without an external mechanism of control and selection - today’'s
“nomenklatura” is inevitably transformed into an elite.

What Russia has now is some kind of nomenklatura system,
but with weak internal controls and regeneration, and without
the well-established external mechanisms that in the nomen-
klatura system were overseen by secret services. In the 1990s,
first the old system was suppressed and partially removed,
and then it was partially recovered - neo-nomenklaturization.*
The problem is that not all the elements of the old system were
restored; above all, the methods of selection and training, as
well as regeneration, were not. At the same time, the system
was adapted toward the institution of private property, with
the alignment of the mechanisms of enrichment - the conver-
sion of power into property, along with expropriation of property
from those who had been trusted to hold it but who would not
observe the informal rules of the nomenklatura world.

Without external shocks and the purges the nomenklatura system,
which has no built-in mechanism of regeneration and renewal or
a protection from inbreeding, the system is prone to rapid de-
generation. This is precisely what we are witnessing. A normally
functioning nomenklatura system needs a constant rotation of
the cadres. This is what strengthens it both horizontally and verti-
cally, allowing it to maintain rigidity and unity. The particularity of
the current system lies in the fact that it is not able to do this by
itself - and without external renewal mechanisms, it will rapidly
degrade. The nomenklatura is a “state within a state,” with its
own laws (ranging from traffic rules to the penal code) and rules
of conduct; its own network of stores, motor depots and resorts.
With the transition from the nomenklatura system to the capital-
ist variant, there is less need for a special infrastructure and no
need at all for the top-tier elites. Instead of the homegrown in-
frastructure, the elite obtained the means to access the world of
the global luxury, wealth and prestige
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Within this system, a strict adherence to the rules - which re-
quires, above all, loyalty to both the system and the boss - guar-
antees the preservation of one’s status and one’s job security.
The guarantee of employment to maintain or improve one’s sta-
tus is not charity, as it may seem, but instead is an effective
strategy vis-a-vis the system. This is because, for the system,
the length of service, and the conformity and dependability of in-
dividual elements, are more important than their self-contained,
individual effectiveness. Strengthening ties between the individ-
ual elements and their transformation into the national network,
which always moves horizontally, is also an important part of
the overall strategy that assures the unity of the nomenklatura
system across the country.

The nomenklatura system, like any other human resources
system, can operate only in conditions of stability. Thus, dur-
ing the first “revolutionary” years of the new Russia, it was,
on the one hand, broken, and on the other hand, paralyzed and
not as noticeable. By the mid-1990s, it largely recovered, and
as soon as Vladimir Putin came to power and political stabi-
lization set in, it was strengthened and now manifests itself
in full. What is fundamentally new for today’s system is that
the nomenklatura involves not only a mass replacement of
the old staff by people from “the security organs,” - this had
happened before. What's really new is the total elimination of
internal controls at all levels, which in Soviet times was car-
ried out within the framework of two major opposing subsys-
tems - the Communist Party and the KGB.® The subordination
of all other secret police systems led to a dramatic weaken-
ing of internal controls and a dangerous merge of two func-
tions - the making of the rules and their enforcement - in one
pair of hands. Legal relativism and the primacy of expediency
and “intracorporate” rules over law that are characteristic
of special services have essentially blurred the distinction
between the nomenklatura system and criminals. Stalin re-
ferred to the state security forces as the order of “Brothers
of the Sword”, today’s system of state security has turned into
a gigantic semi-criminal group.¢
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The nomenklatura system is not afraid of institutions, but only to
the extent that they remain dependent on it. In this sense, pre-
dictably, institutions and related players - such as State Duma,
the federation council, the oligarchs, the regional governors and
others, in fact all institutions except the president himself - have
been consistently weakened under Putin. Similarly, those play-
ers whose role is defined not by the Constitution, but personally,
by Putin, have emerged and gained power; these players include
the Security Council in the early stages, the president’s envoys
in federal districts, the State Council, the Accounting Chamber,
and so on. Their presence on the political arena indicates a con-
solidation of the nomenklatura system.

The nomenklatura system is not afraid of business owners ei-
ther, but only to the extent that they depend on the government
that appoints and reappoints them. Under the new conditions,
the court of law becomes an increasingly important instrument
in the hands of the nomenklatura system as a tool of redistribu-
tion of power and property. Therefore, any judicial reform car-
ried out by the current regime cannot be expected - not even
theoretically - to strengthen the independence of the judiciary.

Mikhail Gorbachev launched the destruction of the nomen-
klatura; Boris Yeltsin removed its ideological core, and re-
stored it at the upper tiers, while he partially lost control over
the lower ones. As a result, the pyramid lost its integrity and
solidity, and small “pyramid-ettes” formed at the region-
al level. Under Putin, the pyramid was restored as a whole
structure, all but with a limited functionality. It no longer
relies on the underlying dualism, based on the co-existence
of two fiercely competitive systems of power and control -
the administrative unit of the Communist party and that of
the secret police. Furthermore, the current system does not
have a functioning reproduction unit. The life of nomenklat-
ura system is continuous, not discrete. Nevertheless, from
time to time there is a reconfiguration in the system, coupled
with a sharp increase in internal competition.
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In the capitalist version, the perks of the nomenklatura are re-
placed by the idea of a “right to corruption,” whereby extracting
benefits from the provision of services becomes the norm and is
not associated with the risk of incurring penalties. However, if
the earlier handouts and benefits were used as a “leash,” in an
environment of a market economy and corruption-ridden rent
seeking, supervisors in the nomenklatura system have large-
ly lost direct leverage over their subordinates. Nevertheless,
the system continues to “keep them on the hook”: since every
elite member is engaged in corrupt schemes, each of them is
vulnerable and can be easily punished by being severed from
the corrupt source of enrichment.

There are twice as many federal officials in Russia than
there are regional ones. Though formally all federal officials
in the region were subordinate to their respective national
ministries and agencies, in the 1990s all of them, including
the heads of regional chapters, became, in fact, members of
the regional establishment controlled by the regional lead-
ers. By early 2000s when Putin became acting president of
the Russian Federation, only one federal structure - the Fed-
eral Security Service (FSB) had not come under full or partial
control of the regional political elites. It was on this agency
that Putin relied - for instance, in January 2000 when he ap-
pointed acting president’s envoys in the regions; most of them
at the time of those appointments had been heads of the FSB
regional chapters. The main reason why the FSB regional
leaders stayed loyal to Moscow was because in this agency
the mechanism of horizontal rotation remained unchanged
since its introduction by Stalin. In essence, horizontal rota-
tion means that federal officials must not remain too long
in the same region, so they would not grow local ties. In or-
der to ensure their loyalty, every 4 or 5 years they should be
moved from region to another. It is this mechanism that Mos-
cow gradually began to restore, first, as applies to regional
prosecutors, then police chiefs were rotated, then judges, and
eventually governors.
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Key federal positions in the regions: ties with the local elites

and time of service in the region (as of 01.01.2011).
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*Federal officials: CFl - chief federal inspector; UVD - interior administra-
tion; SKR - investigative committee of Russia; FSB - federal security service;
UR - United Russia

The data presented in the table shows that the secretaries of
the United Russian executive committee are, on the average,
the most rooted of all federal appointees. At the same time
they had the shortest term in office and, arguably, the lowest
authority of all federal officials in a given region. The head of
the region whose time in office is generally the longest after
that of the federal judge in many cases is no longer a member
of the local elite. Federal security officials and law-enforcers
have practically no ties to the local elites. In the 1990’s Russian
regions remains essentially closed political system, regional
officials almost always remained in their regions; if they moved
from one position to another, these movements were confined
within their own region. In the 2000s Russian regions “opened
up” and this defined the way regional elites were transformed.
The mobility of the elites increased, both between regions,
and between regions and Moscow. Relatively autonomous and
rooted regional figures have been consistently replaced by
Moscow-appointed officials.
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Regional elites are no longer autarchic; instead they have in-
creasingly become a mix of locals and outsiders. This is largely
due to the appointments of “carpet-baggers” to gubernatorial
positions. The latter commonly bring outsiders to fill in admin-
istrative positions. A recent trend has been to infuse “Moscow
blood”: large groups of Muscovites arrive in regional adminis-
trations where they work by “shifts” traveling between the re-
gion where they work and Moscow where their families stay.

This is especially true of the political sections of local adminis-
trations. Regional elites usually come to dominate when the “al-
ien graft” is incompetent and “locals” join forces to stand up
against the “carpet-baggers’. If the alien team is good, locals
can merge with it. A serious flaw of this system is that outside
managers inevitably develop a mentality of temporary workers:
because they are not permanently based in the region and have
no ties there, their time horizon is shorter than that of the lo-
cals. The current system of horizontal rotation of high-ranking
federal officials has another important drawback related to
a lack of coordination between various agencies subordination
verticals. Each agency reschuffles regional bosses from time to
time. Such replacement enables the federal authorities to se-
cure loyalty, commonly at the expense of efficiency. Yet when
several high-ranking regional officials are replaced simulta-
neously, and several high-ranking newcomers who had never
worked in the region arrive there at the same time, this can pro-
duce an undesired result: instead of improving its control over
the region, the center can temporarily lose it altogether.
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Fig 1 illustrates the above using the example of two regions:
Krasnodarsky krai and Irkutsk oblast’

KALININGRAD

KRASNDDARi.':

In Krasnodar krai out of six senior federal officials, none comes from this region.
The police chief arrived from Lipetsk in 2011, the FSB chief was transferred
from Kaliningrad in 2010, the head of the Investigative Committee was brought
from Kamchatka in 2009, the head prosecutor from Irkutsk in 2006. Chief justice
of the region has been there the longest: he arrived from Kazakhstan in 2001.
In Irkutsk oblast all senior federal officials are outsiders, except for the pros-
ecutor (has worked in the region since 2007) and the chief federal inspector
(appointed in 2010). The governor was dispatched from Moscow in 2010. The in-
terior chief arrived from Baikal region in 2010, chief prosecutor from Sverdlovsk
oblast in 2011, the judge from Tomsk oblast in 2009. The local FSB chief had
arrived one year earlier from Astrakhan’ but was then transferred to Dagestan
in March 2011,; as late as October 2011 this vacancy still remained unfilled.

The nucleus of Putin’s elites has a complex structure. It is less
institutionalized and more opaque even in comparison with
the Soviet times - back then kremlinologists could at least
draw conclusions about the balance of forces at the top based
on the alignment of the Politburo members on the Mausoleum.
Putin’s top political elites are characterized by their binary na-
ture. Members of Putin’s collective leadership do not get together
in full strength - either formally or informally. Political manag-
ers and “stockholders” of Russia Inc. who belong to the top elite
would meet with Putin either individually or in groups to discuss
important issues; this also applies to formal agencies, such as
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the Presidium of the Cabinet, the Security Council etc. Some of
the “stockholders” hold blocking shares and a veto right of sorts
with regard to all major decisions. In this arrangement Putin’s
role is that of a supreme arbiter who maintains the balance of
forces and makes sure that none of the groups would gain too
much power and the arbiter’s position would never be weak-
ened. Common political lingo has it that “the Kremlin has many
towers and it is a planet system turning around the sun - Putin”.
This means that the government is not fully cohesive; it includes
different groups, sometimes in conflict with each other. Gener-
ally they form about one dozen of a larger and smaller “towers”,
that are business and political clans that include government
managers and businessmen of various levels. Four largest tow-
ers are designated by their dominant corporations:

e St Petersburg chekists (after chekist, a common reference to
state security service) # 1 headed by Igor Sechin

e # 2 headed by Viktor Ivanov and Nikolay Patrushev
e St Petersburg economists (headed by Aleksey Kudrin)
e St Petersburg lawyers (headed by Dmitry Medvedev])

The StPetersburg qualifier reflects the political reality in which
two fifths of the high-ranking government officials originate
from StPetersburg®. Figures included in a particular group are
not necessarily closely tied with each other. Some of them,
however, are closely connected, sometimes by family ties.
The above-listed clans have a compound, hierarchical struc-
ture, and do not rule out internal competition or alliances with
“external” players.

If the “tower” model can be referred to as genetic because it
relies on family and business ties, then the planetary model is
based on the players’ positions and functions. Figures that play
important roles in the political system that Putin built are aligned
in a single-file system with Putin as a central, decision-making
pole. At any given time, some planets revolving around Putin -
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the center of the system - may form ad hoc groups; but after
a while, they can disperse in different directions, and the pic-
ture can change. The first circle of policymakers is made of
those closest to Putin, those whom he trusts, and with whom he
regularly meets and discusses problems and plans, those who
can be described as his business partners. The second circle is
made up of those individuals who Putin has consultations with
(or whose opinions he listens to], those who can always contact
him directly, arrange a meeting with him, to ask for help, and
get it. This circle includes businessmen and heads of certain
state corporations, such as Gazprom. The third circle is made
of the “trusted servants,” including first and foremost key Cabi-
net members, heads of law-enforcement and security agencies,
several regional leaders. Unlike the members of the first two
circles, they are not endowed with job security, and can lose their
special positions at any time. The planetary system is not static.
Its dynamic can be described more in terms of “entry” and “exit”
than as a transition from one orbit to another. Such transitions
almost never occur. There are also two exit options: the honor-
able one - “retirement,” with safety guarantees, or the infamous
- branded as “traitors,” stripped of any guarantees. It should be
noted that the two above-described models are not alternative
elite structures; rather they complement each other by focusing
on different features and characteristics of the elite organiza-
tion, and on various aspects of the elite operation.

Russia is not monolithic; it consists of 83 administrative regions
which are dissimilar in many different ways. Russia may be
the world's biggest country in size, one with the largest number
of administrative units, but its active economic space is shrink-
ing and its gigantic distances and underdeveloped housing mar-
ket (fragmented and with a broad price disparity) impair people’s
mobility. This is why regional factor must be taken into account
in any scenario-building project

In the future the regional factor can gain even higher signifi-
cance. In recent years the role of this factor was somewhat re-
duced for a number of reasons. Some of them may be related to
the financial and political empowerment of the Center vis-a-vis
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the regions. Others may have to do with the inertial development
and a reduction of the capacity for economic maneuver.

The resources spent on leveling the disparity of the regions
development dramatically reduce the capacity of economic
maneuver on the national scope. Economic maneuvering turns
the country into a squadron whose vessels [regions] move with
different speeds, while the speed of the squadron as a whole
is determined by and reduced to the slowest of its vessels.
On the one hand, the governance is excessively centralized, and
on the other, it lacks effective mechanisms that would take re-
gional interests into account or evaluate the results of the deci-
sions taken at the federal level. As a result regional diversity
instead of being an advantage, becomes a significant hurdle of
national development.

North Caucasus is a special case as far as the policy of leveling
is concerned. Leveling here is achieved by buying the loyalty of
local political elites, a strategy that requires gigantic - and grow-
ing - financial resources. In addition to leveling the regional dis-
parity, another aspect of regional policy is aimed at territorial
modernization. The latter is achieved by boosting the develop-
ment of concrete regions by means of big-time projects, such
as Sochi Olympics, Vladivostok (the Economic Summit of Asia
Pacific), 12 large centers picked as the sites of the 2018 World
Soccer Cup.

As we considered possible developmental trajectories for Rus-
sia until 2020, it should be also assessed the overall framework
and four key elements:

e drivers

e triggers
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e risks
e variants

The main framework is the world political and economic or-
der and Russia’s place in it. The Russian economy, and, con-
sequently, the Russian political system, are highly dependent
on the world economy, especially on the price of mineral re-
sources, primarily oil, gas, and other hydrocarbons. The influ-
ence of the latter is non-linear; in fact, it is multi-directional.
Higher prices might lead to an exacerbation of the “Dutch dis-
ease” as a result of the primitivization of the economy, but they
also might affect the entire political system. Another result of
high prices for energy resources might be a decline in world
economic development and lower demand for raw materials,
which, in turn, might undermine the economic model based
on them. Developments in the post-Soviet arena, including
Russia’s immediate neighbors, are of crucial importance.
Sometimes these are supplemental sources of power (com-
mon markets of labor, capital, and consumers], and some-
times they are a source of weakness (competition for labor and
the attention of the West). In contrast to the Soviet Union, Rus-
sia is an open system. Today the country must compete fiercely
for financial and human capital from abroad as well as hold
onto its own capital.

The functioning of the system is contingent on the econo-
my and the mode of governance. To keep the system afloat,
the economy must provide a constantly growing influx of finan-
cial resources. Likewise, the stability of the system depends
on the quality of governance: To maintain stability, the quality
has to be improved. These two factors are interrelated: in re-
cent years, governance has steadily deteriorated, but growing
financial resources compensated for its ineffectiveness. If re-
sources dwindle and can no longer compensate for the defi-
ciency, tension in the system will increase, which will necessi-
tate urgent reform. In this situation, even a small malfunction
in either the economy or the form of governance might lead to
a serious systemic crisis and a new trajectory. Neither the Rus-
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sian elites, nor the citizens are a vehicle of national develop-
ment. In the absence of internal sources of energy, the system
follows a reactive mode of development.

Mechanisms of change are most likely to be triggered by mal-
functions in governance and domestic political crises, along
with steam let off by an overheated, tense system - for exam-
ple, increased inter-ethnic tension in the Caucasus that slips
out of control. Attempts to tighten the screws might also work
as triggers, as well as attempts to loosen them; or if threads are
so worn that the screws no longer turn at all. A systemic mal-
function leading to a noninertial scenario of development might
be caused by asymmetry in the changes and actions of various
parts of the system. This might occur sometime after 2012 elec-
tions, when social policies are tightened, while political parties
remain undeveloped, and there are no channels for society to
let off steam. A strong trigger might be set off by a relatively
free election, such as the elections of 1989. It is not neces-
sary for there to be one strong shock. Several factors pushing
the system to change might be sufficient.

External risks include economic and political destabilization
in the world that entail an economic crisis or a drop in demand
for resources, which, as the events of 2008 and 2009 demon-
strated, can hit the Russian economy hard. Another external risk
is serious destabilization along the Russian borders; in Central
Asia this threat is particularly severe. Such a crisis might also
set off numerous internal risks. The most significant internal
risk lies in the tangled knot of problems in the North Cauca-
sus - including a further escalation of tension and terrorist ac-
tivity in the North Caucasus republics, worsening inter-ethnic
conflicts, and large-scale terrorist attacks in Moscow and other
major cities. In many ways, the North Caucasus challenges are
simply Russian problems pushed to the extreme - weak insti-
tutions, corruption, and so on. Other crises might be human-
made accidents and disasters caused by the exhausted techni-
cal infrastructure. There are also «time bombs» in health care
and education, where the situation has steadily worsened during
the last twenty years and might drastically decline in the next
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decade. Meanwhile, financial and governance instruments can-
not prevent or significantly mitigate the negative consequences
of these challenges, but they might, in an unfavorable conflu-
ence of circumstances, seriously exacerbate them. When we
look at the risks Russia faces from a historical perspective, we
see how remarkably unchanged they are. Almost two hundred
years ago, writer Nikolai Gogol said that Russia’s main prob-
lems were fools and bad roads. The same can be said today -
although now the fools are called “bureaucracy” and the bad
roads are called “infrastructure.” There have also emerged new
risks mostly related to Russia being part of the globalized world:
the steady emigration of the most entrepreneurial segments
of the population (since early 20" century Russia has repeat-
edly lost its best and brightest - due to revolutions, wars and
in the emigration waves of the past decades], and the country’s
dependence on foreign markets.

At this stage, we see three possible variants lying ahead:
e Reactive modernization
e Stagnation with elements of political modernization

e Strengthening of authoritarian tendencies
(authoritarianization)

In all three variants it is practically impossible to avoid an in-
crease in political competition; this will require a (currently ab-
sent) mechanism for reconciling the interests of the main interest
groups (including regional ones). In the case of authoritarianiza-
tion, political competition is a destructive factor that undermines
the foundations of the personified and unitary regime. There is
also an option of rapid maneuvering with shock therapy and a re-
turn to the paternalistic model, but it is less likely.

Reactive modernization - for example, World Trade Organization
accession and joining the OECD, as well as the development of
the Customs Union (currently includes Kazakhstan and Bela-
rus’) - will enhance the significance of the external framework
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and impose binding obligations on Russia. This would reduce
the opportunity to change the rules “in process,” ease the gov-
ernment pressure on business, introduce some rule of law and
stimulate competition.

Law enforcement practices will improve as a result of the pres-
ence of foreign players, but also because government and busi-
ness will no longer be closely interlinked. The role of the judi-
ciary and the representative branches will rise; public politics
will reemerge. Political parties represented in the Duma will be
ensured a fair share of Cabinet positions. Elections will begin to
make a difference; the number of elective offices will grow. El-
ements of federalism will be reinstituted - tax revenues will be
redistributed so regions can rely on their own tax base. Regional
leaders will be directly elected; the upper house, the Federation
Council will be reorganized to better represent regional interests.
Governing functions will be redistributed from the top downward
between different levels of authority. Local government will be
consolidated. With people’s real incomes growing, the tax rates
will increase and taxation will become more differentiated.

Stagnation with elements of political modernization is an inertial
scenario. The framework defined by tight government control
over business and society remains in place, but some elements
of public politics begin to emerge. This includes the enactment
of primary elections, a return of direct mayoral elections, and
a shift away from a purely proportional electoral system at
the lower (municipal), medium (regionall, and even higher (fed-
eral) levels. Control can be eased over some other elements of
the electoral system, such as the registration of political party
slates and candidates, parties’ electoral hurdles, and so on.
While the budgetary system and the appointments of regional
leaders remain overcentralized, mechanisms of financial assist-
ance to the regions will be improved, and the interests of re-
gional political elites will be better taken into account.

Under authoritarianization, the government deals with emerging

problems, including social unrest, by resorting to police-state
methods. The party and electoral system are locked in their cur-
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rent state; elections are turned into purely ritualistic ceremo-
nies aimed at legitimizing the political status quo. A crackdown
on the education system provides for enhanced unification and
brainwashing. “Nashi” (a Kremlin-masterminded youth group),
the youth section of United Russia, and other youth organiza-
tions are actively used by the government as an instrument of
state control over younger constituencies and, in the mode of
Chinese cultural revolution, as a tool of pressure and intimida-
tion of the elites. Other elements include the enlargement of
the administrative regions through the rearrangement of re-
gional borders. Freedom of travel is constrained and foreign
policy becomes more confrontational.

Uneven development in each vector of change and intensifying
contradictions between the vectors may produce crises. A real
two-party system cannot be created as long as the political
parties are controlled from above. The framework of managed
modernization could be broken if the system weakens, if there
is a schism among the elites, or if citizens are encouraged to
get politically involved. In Modernization+, there would be also
a true separation of powers and strengthening of institutions,
along with the emergence of other, increasingly autonomous
centers of influence. This scenario implies a transformation
of the existing system. The parliament would have real con-
trol over the actions of the government, including the security,
law-enforcement and defense structures. The judiciary branch
would become more independent, and federalism more robust.
However, when the state is forced to confront unavoidable cri-
ses, Modernization+ might easily morph into authoritarianiza-
tion, as happened in 1993.

Under Authoritarianization, elections would be totally emas-
culated and become a kind of ritual demonstration of loyalty.
The transition to a one-and-a-half-party system with imitation
political parties would be complete. The models for this kind
of development are Belarus, Kazakhstan, and several other
post-Soviet regimes. Regions might be enlarged in order to
ease governance, or federal districts be turned into full-fledged
levels of power. The actions of various power verticals (top-to-
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bottom power structures) would be coordinated more strictly,
and the structures would be enlarged. A Politburo-like entity
would be created to reconcile the interests of the various clans.
In this scenario, the role of the security structures would be
strengthened and include vetting and maintaining control over
the elites.

In the 2010s Russia faces three main crossroads:

e the election of the president and configuration of power
in 2012;

e the choice of social-economic course and political models
in 2012-2014;

e the choice of the configuration of power in 2016-2018.

The closest chronological “scheduled” crossroads for Rus-
sia is the 2012 presidential election which will have to tackle
a phenomenon of Putin’s fatigue emerging in Russian society.
The next crossroads will be reached in 2013-2014 (or earlier),
when the authorities will be forced to make changes to the coun-
try’s social policies - cutting back on expenditures as the state’s
economic capabilities contract. This can lead to a restructuring
of the relationship between the leadership and society. The third
crossroads that we envisioned falls on the electoral cycle of
2016-2018. At this point each of the three variants mentioned
above branches out into a variety of paths. Reactive moderniza-
tion might continue, remaining under the control of the ruling
elite, or it might become “Gorbachev-style,” in which the proc-
ess started at the top spins out of control. When stagnation goes
through economic and political crises, it changes to either mod-
erate modernization or authoritarianization.

The main point of bifurcation is the choice of political-econom-
ic model for the next decade. The leadership was still making
this choice in late 2011, but the final picture will not be clear
until after the 2012 presidential elections. The configuration
of power in 2011-2012 - first and foremost, the end of the tan-
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dem rule and Putin’s return to the topmost position - seems
to be determined by that choice rather than be the starting
point for making it. In other words, the pattern of governance
has dictated the structure of the leadership for the next decade,
not the other way around. The Russian leaders appear to have
made that choice as early as in 2010. At that point they had an
opportunity to compare the potentials of the two key models
- the so-called “traditionalist” model (redistribution of rents
from extraction and refinement of natural resources, carried
out under strict government control) and the “modernization”
model. With the growth of world prices on energy resources,
the technological and geopolitical potential of the resource-
based economic model seemed to be far from exhausted. This
persuaded the business and political elites that there was no
urgency in transitioning to an alternative strategy. Turbulence
associated with decreased resources can be put off, but such
tactics will be costly. The choice between reforming now or
putting it off until later can be described as Gorbachev’'s di-
lemma. A question arises how the timing of the launch of un-
popular reforms will shape the trajectory. If procrastination is
the choice, the existing problems will be aggravated, and some
options for future development may be closed. For instance,
if further postponement of reforms pushes a critical mass of
Russia’s potential agents of modernization to leave the coun-
try, this can hinder, or even block the opportunity to modernize.
In addition, such a policy would progressively deplete available
financial resources even before Russia has entered a period of
turbulence; meanwhile a shortage of resources in an unstable
situation is especially dangerous since it reduces the capacity
for maneuver. The government, however, is still likely to stave
off reform, the mentioned risks notwithstanding. Russia’s de-
cision-makers are “short-distance runners” and generally re-
frain from setting strategic goals, opting instead for tactical
decisions in response to the actual developments. In 2008-2011
Russia “bought” a deferment from the crisis: the government
did not opt for economic restructuring and instead increased
social spending. If the crisis had been short-lived and the world
economy had quickly recovered, this would have created fa-
vorable conditions in Russia for the delayed management of
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the consequences of the crisis. But things turned out quite dif-
ferently. The extension of the presidential term from four to
six years enacted in 2008 seemed to indicate that the Kremlin
was preparing to launch unpopular measures at the outset
of the 2012-2018 tenure; the government may have expected
that by the end of the six-year period, any negative sentiments
would be forgotten. However, the 2014 Olympic Games in So-
chi appear to conflict with such timeline. Conceived as a glo-
bal demonstration of the achievements of Putin-led Russia,
in particular in the North Caucasus, the period of the Olympic
Games and the years preceding them are hardly an appropri-
ate time for policy moves fraught with potential destabilization.
With regard to periods of turbulence, it is important to keep
in mind the asynchronous development of the Russian regions.
Turbulence will hurt them at different stages of development,
and the effects will vary quite significantly region to region. Pu-
tin’s government has always refrained from taking steps that
might lead to a simultaneous deterioration of living standards
throughout Russia in order to avoid the risk of simultaneous
protests. This cautious approach is likely to remain in place with
the government choosing a conservative option over the “mod-
ernization” one. Thus, for the next decade, modernization will
remain, in the best case, a way to prop up the effectiveness of
the “rent-distribution” model. This bodes ill, because the intra-
systemic contradictions in this situation are only going to grow.
If we are right and Putin delays reforms until the time when glo-
bal economy has stabilized, mobilizing the people will likely be
a serious challenge: mobilization will hardly be possible before
the next electoral cycle of 2016-2018.

While the political calendar will designate possible turning
points - and therefore, also points of bifurcation - there might
be a broad range of concrete scenarios that would represent
variations within the three main pathways. These scenarios
would be set in motion by a change in the external framework,
the effect of risk factors, or malfunctions in the system caused
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by either governance decisions or unforeseen circumstances.
It is impossible to rationally predict the likelihood or time that
other “elements of turbulence” might appear. This, however,
does not mean that they should not be taken into consid-
eration. Given these factors, it is useful to look at several of
the possible “wild-card” scenarios that might occur separately
or in various combinations.

A significant and long-term drop in prices for raw materials
would cause a radical cut in government spending and a revi-
sion of social obligations - which even now the government can-
not meet in full measure. This would imply the need to tighten
the budgetary belt, both for the elite (which would set off a sharp
intensification of intra-elite conflicts) and for citizens (which
would spur more active public politics). Because the structure of
the economy and the entire construction of the system is based
on a high income from commodities, such developments would
require a systemic overhaul.

The intra-elite conflict will spill out to the public realm.
The federal television channels - which since the early 2000s
have remained the chief and indivisible political resource of
the leadership and the key instrument for imposing the sense
of the leadership’s being unchallenged and uncontested - will
become a venue of political competition and genuine debate.
The conflicting elites will reach out to the people, seeking to
muster constituencies and forcing people to make political
choices. The scenario in question can evolve as a major political
crisis, with Putin’s government resorting to repression in seek-
ing to restore “order.” Putin’s leadership can be pushed out
by radical nationalist forces condemning Putin’s government
for “selling out to the West” or by a liberal wing declaring him
responsible for wasting natural resources and failing to prevent
a national decline. But even in the best-case scenario, a re-in-
statement of the traditional pattern - centralized government
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and a monopoly of power - should never be ruled out. Russian
politics has been too radically de-institutionalized in the 2000s
and the people have been pushed too far away from political
participation to expect a smooth transition to a moderate, rea-
sonably democratic polity. In the Russian environment, gradual
repoliticization is preferable to crisis developments, yet crises
are far from ruled out.

If Putin left the political arena or were significantly weakened
by a radical decline in his popularity rating, drastic destabiliza-
tion would be likely to follow. If Putin somehow disappears from
the scene, he will leave behind a highly powerful and deeply
entrenched inner circle. We are talking about a powerful group
of business/banking tycoons with a state security background
who have accumulated enormous wealth (that is, they are dol-
lar billionaires) and clout during Putin’s tenure. Keeping them
in place would be deadly for any new ruler, but challenging them
would mean destabilizing the country; it could be highly risky
for the top leader and would likely cause a fierce, and possi-
bly bloody, political struggle. Anyone trying to take Putin’s place
as supreme arbiter will thus face a highly competitive battle.
Another option would be a change of the entire configuration
with empowerment of some of the previously weak institutions,
such as the upper house of the parliament or the military, but
this would also be bound to cause a major destabilization. This
intra-elite battle for power with weak institutionalization could
be compared - with obvious reservations - to the one that took
place after Stalin’s death. Eventually this might come down to
either a “new Putin” or a split in the ruling elite.

The personalized regimes in the majority of the countries
neighboring Russia - in Belarus, in the Caucasus, and in Cen-
tral Asia - mean that the departure of a leader almost inevi-
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tably leads to destabilization. The transfer of power could be
particularly difficult in the Central Asian countries, where
a high risk of civil war and humanitarian disaster entail direct
political and economic risks for Russia. After the Arab spring,
similar scenarios are also being considered for Central Asia
- given that some of the region’s leaders have been in power
for about two decades and have run authoritarian and even
despotic regimes, while the socioeconomic situation in most of
those countries remains dire and radical Islam is on the rise.
Apparently in preparation for such developments Russia has
consolidated the Organization of the Treaty of Collective Secu-
rity, which can be used to quash street protests and upheaval.
In addition to a direct threat of imported instability, the govern-
ment can be anticipated to opt for preventive crackdowns inside
Russia - similar to the measures taken in response to “color
revolutions” in some of the former Soviet states. Such a sce-
nario, especially if it is not successful, could increase the risk
of confrontation with both the West and China. This might push
Russia to make foreign policy choices that it has heretofore been
unwilling to make. This would also call for a choice between lib-
eralization and authoritarianization at home. The prospect of
a Russia-led use of force against mass protests in the streets
of Tashkent or Ashgabat raises serious concerns about migrant
workers” communities in Russia and their relations with local
populations in Moscow and other urban centers.

In a scenario of soft dissolution, decentralization/regionaliza-
tion would either spin out of control or be barely controlled.
This would be possible if the political system were to continue
its degradation and the center were to become weak in the long
term, as it did in the 1990s. This scenario, which is not at all
ruled out, is, in essence, the roll-out of the Chechen model to
other regions, either through the expansion of Chechnya and/
or the creation of analogous models beyond its borders. De-
spite widespread opinion to the contrary, this scenario would
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not be set in motion by separatism, but rather by hyper-cen-
tralization - inflexibility combined with the center’s attempts
to carry out functions that it is incapable of achieving. This
might result in some regions seceding de facto or de jure from
the unified sovereign state. The most obvious candidates are
borderline territories in Russia’s Far East and the North Cau-
casus. The government is aware of this risk, and thus it has
launched major investment-rich projects in the Russian Far
East. However, this has hardly stopped the depopulation trend,
with the most energetic and entrepreneurial groups moving
westward to European Russia. With the depletion of resources,
Russia may find itself unable to pour still more cash in these
regions, which would leave them weak and easily attracted
by geographically much closer and economically interested
neighbors such as China. Because this kind of soft secession-
ism does not necessarily need physical separation, some in-
ternal regions, such as certain ethnic republics, can evolve as
an “internal abroad,” the way this has already happened with
Tatarstan, Bashkortostan and others in the early 1990s. If such
processes begin to unfold, they may be used as a powerful po-
litical issue in the intra-elite struggle. This line of development
could then make a transition into one of three further scenari-
os: real dissolution, federalization, or (with a change in the ex-
ternal framework] recentralization. Each of these scenarios is
fraught with foreign policy complications, as some of the more
independent regions would be likely to pursue foreign policies
that are be at variance with that of the federal government.

Competition among elite groups has intensified and will become
even more intense in the future. A schism is fairly likely, espe-
cially if the arbiter is weakened. Rivalry is likely to rise among
business-political clans as the state pie gets smaller. Even today,
there is a battle among power verticals (that is, command struc-
tures), and it might very well spin out of control. If, in the sce-
nario we call soft dissolution, territories were to be broken
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up, in this scenario corporate and governmental groups would
break up. The scenario of Russia without Putin or the scenario
of a weak Putin as a result of a depletion of resources (see first
scenario above) and further deterioration of the economic gov-
ernance and crumbling infrastructure would lead to a schism
in the ruling elites. This schism could lead either to a victory of
one of the elite groups over others (with the other groups subor-
dinated to it], or a strengthening of the corporate model of state
governance. In the latter case, the state power and assets will
be divided between major elite clans in a negotiated deal, with
each of them having its own piece of the state pie.

Due to the harsh and ill-considered policies of the federal
authorities, Moscow is one of the regions that may destabi-
lize. Indeed, destabilization is possible in every region; but
in Moscow, as the capital city, the effect would be far more
intense because of the hyper-centralization, the hypertro-
phied role of Moscow, and the enormous ramifications of
events in the capital. The concentration of critically-minded,
vocal, wealthy, and entrepreneurial Russians has already
led to several prominent civic initiatives, such as Blue Buck-
ets (a drivers’ movement against driving privileges for “big
shots” in Moscow's heavy traffic J; charity groups, and envi-
ronmental groups such as Khimki Forest protesters (a group
protesting a road building project slated to cut through a nat-
ural landmark forest]). The drive for and skills of organiza-
tion and information sharing are certainly growing, and high
and unconstrained antigovernment sentiments have already
led to large-scale political protests in December 2011. It may
be envisaged that a powerful socioeconomic or even politi-
cal trigger would push broader protests around issues such
as lawlessness, the abuse of police or government authority,
a government malfunction, or a crackdown/attack on a popu-
lar figure. The December 2010 large-scale nationalistic dem-
onstrations in downtown Moscow can be seen as a harbin-
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ger of even more dangerous developments. A crackdown by
Moscow mayor Sergey Sobianin might provoke major outrage.
When former Mayor Yuri Luzhkov's Moscow team was routed,
a schism appeared in the elite groups and external govern-
ance had to be forcibly introduced. This, combined with grow-
ing discontent among Muscovites, this might produce a crisis
in Moscow that could spill over into a nationwide crisis.

The current “simmering” civil war in the North Caucasus will
not subside. The North Caucasus policy has reached an im-
passe; violence is a daily routine, with subversive acts, terrorist
attacks, abductions, and assassinations combined with Islamic
radicalization. Terrorist attacks are a constant threat outside
the North Caucasus, with two that took places in Moscow less
than a year apart in 2010-2011. Armed clashes in the North
Caucasus republics are reported on a regular basis, and a larg-
er-scale unraveling is not improbable. The highly personalized,
leader-centered system at the federal level and at the regional
level in the North Caucasus make the system the hostage lead-
ers’ personalities and their relations. This is especially true of
Vladimir Putin and the leader of Chechnya Ramzan Kadyrov.
Putin relies on Kadyrov for relative safety outside his territory
and lets him get away with an abominable human rights record
on his territory and inexplicable assassinations of his rivals and
adversaries - for example, in Moscow, Vienna, or in the Arab
world. An aggravation in the North Caucasus may pose a hard
dilemma: A crackdown is sure to backfire, and the weak federal
authorities risk further emboldening Kadyrov. Rising xenopho-
bic nationalism in Moscow and other big cities further aggra-
vates the problem of the North Caucasus. The only reasonable,
though not necessarily successful, policy in the North Cauca-
sus would take a long-term investment in socioeconomic and
humanitarian/cultural development at least aimed at saving
the next generation from radicalization. But Russia’s govern-
ment management in general is not strategic; rather it tends
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to entail short-term mending of problems as they emerge. This
is especially true of the North Caucasus, in view of the Winter
Olympic Games scheduled for Sochi in 2014. The Games set an
artificial deadline. Security in the North Caucasus before and
during the Games is a top-priority goal that must be achieved
at any cost. This detracts attention from any long-term plans;
in addition, huge budget allocations in the North Caucasus
in the run-up to the Olympics further aggravates the corruption,
egregious in this region even by Russian standards, and under-
mines any positive initiative that might be launched. The Krem-
lin’s reliance on local elites inevitably leads to the archaiciza-
tion of the political elite (Chechenization, Daghestanization, and
so onJ; in the meantime, the security services are increasingly
staffed by outside, non-Caucasus personnel, which generates
risks of mass-scale social rebellion. If Russia is spared such
terrible outcome before the 2014 Olympic Games, an important
factor of destabilization will be the inevitable post-Olympics
drop in federal subsidies, which have ballooned during prepara-
tions for the Games.

Throughout the 2000s, the Russian leadership prudently re-
frained from playing the nationalist card. The few exceptions
where the government opted for nationalist rhetoric and/or
policies were short-lived. The appearance of Kremlin-sanc-
tioned nationalist rhetoric ahead of the parliamentary cam-
paign of 2011 was also promptly halted. Xenophobic national-
ism is easily the only universal sentiment shared by a broad
majority of the Russian public, the only idea that can bring
together the otherwise predominantly cynical Russian com-
munity. The desire to preempt xenophobic/nationalist activ-
ism before it bursts out from below is understandable, as is
the attempt of the government to channel these xenophobic
attitudes and co-opt the nationalist constituencies. However, if
the government abandons the prudence of the 2010s and opts
for nationalist policies and rhetoric, it risks unleashing ethnic
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violence, which already is not uncommon in Russian cities, and
ethnic minorities are highly likely to respond in kind. National-
ism could also be encouraged if Russians were squeezed out
of the Caucasus and if the scenario of war in the Caucasus (see
above) occurred. Another important factor is Russia’s potential
transformation into a nation state and analogous processes
in a number of republics in Russia with primarily one ethnic
group. This could lead to a battle of nationalisms, as we saw
during events in one of Moscow’s central squares in late 2010
and in the North Caucasus. Political factors that would precipi-
tate a nationalist coup include the departure of Vladimir Zhiri-
novsky from the political arena along with a strong showing of
nationalist forces in relatively free elections.

The European choice scenario would include accession to
the World Trade Organization and the Organization for Eco-
nomic Cooperation and Development, as well as closer coop-
eration with Western nations and international organizations.
Such a choice, however, would take an essential shift in Rus-
sia’s stand, which is currently characterized by distrust and sus-
picion of the West as an agent seeking to weaken Russia and
take advantage of it. This world outlook is traditional for Russia;
it implies that relations with outside players must not include
any binding obligations or agreements. A shift toward policies
based on trust, alliances, and partnerships looks barely likely
today. Moreover, in contrast to the nationalist scenario, this one
could only be carried out from above. It could be triggered by
a deeply unfavorable economic trend, but even so not as a direct
policy choice but rather as a result of an economic crisis caused
by dire straits, with westernizing forces playing the upper hand
in the ensuing domestic political crisis.

Such a European choice would be bound to be highly beneficial

for Russian development, with those modernized constituencies
that are currently isolated from decision making attracted by

105



the opportunity to make a difference. It would also be benefi-
cial for shaping a more rational foreign policy in which Russia,
based on alliances with the West, could figure out its role in Asia
and elsewhere and switch from ad hoc, reactive policies to more
proactive ones in various regions of the world. A more definitive
rapprochement with the West might facilitate more gradual - or,
to the contrary, a more drastic and mass-scale - political reform
in diverse spheres, ranging from federalization to a rise in politi-
cal competition. However, it might also strengthen the nation-
alist mood, antagonize entrenched anti-Western interests, and
even lead to a nationalist coup scenario.

This scenario of a bloggers’ revolution implies not bloggers per
se, but, more generally, the advanced and younger constituen-
cies’ uncontrolled, snowballing reaction to the clumsy actions
of the authorities - for example, falsification of election results
on a mass scale, limitations placed on the Internet’s social net-
works, or harsh actions against bloggers and other civil soci-
ety activists. It is important to bear in mind that while there’s
little interest in politics among such groups, especially among
the younger constituencies, they tend to take for granted the in-
dividual freedoms granted to them in post communist Russia -
and an encroachment on these freedoms might inflame strong
outrage. In this particular case, today’s instantaneous commu-
nication technologies could come in useful for organized action.
The events of the recent “Arab Spring,” combined with a number
of successful Internet campaigns (Aleksey Navalny's anticorrup-
tion Website “Rospil”; an anti-United Russia campaign branding
the chief pro-Kremlin force “a party of swindlers of thieves”) put
the government on the alert, increasing the risk of an escalat-
ing confrontation between it and the bloggers. This is probably
the kind of trigger that can set off a socio-political avalanche,
similar to the scenario of destabilization in Moscow. The mass
protests that took place in Moscow in December 2011 mostly
follow the pattern described in this scenario.
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! The paper is based on “Russia-2020" project of the Carnegie Moscow Center,
which was officially launched in early 2010.

2 An illustrative example of events in such a scenario is given by Yevgeny Gont-
makher. See “Stsenarii: Novocherkassk-2009,” Vedomosti, November 6, 2008,
www.vedomosti.ru/newspaper/article/167542/.

®Here and later we will focus mainly on the administrative elite.

“It should be noted that the different parts of the old nomenklatura system
have been changed to varying degrees in these years. At least, these changes
have affected more private police, and especially the FSB, which in part served
in the role of “sanctuaries” that have retained the nomenklatura mechanisms
and rules even in the times of change and have subsequently contributed to
their restoration in other areas.

> For example, in connection with the 1969 appointment of the chairman of
the KGB in Azerbaijan, Heydar Aliyev, to the post of first secretary, in just three
years 2000 (!) KGB officers were appointed to senior positions in the country.
From the display name of the individual elements of the system to the system
itself, it has not changed and even corruption, which was being fought against,
very soon exceeded the previous level . llya Zemtsov, ‘The Party or Maphia? (an
embezzled republic)”, Paris Les Editeurs Reunis, 1976

¢In 1921, a draft of the plan booklet “On the Political Strategy and Tactics of
the Russian Communists” [first printed in 1952), Stalin gave his definition of
the party: “The Communist Party is a kind of “Order of the Sword" in the Soviet
State, and it directs the organs of the latter and inspires their activities.”

"The degree of embeddedness in the region was measured on a scale from 1 to
5 and averaged across regions: 1 is a “carpet-bagger”, an official who had no
ties to the region whatsoever; 2 - is essentially an outsider having ethnic ties
with the region or born there; 3 is an outsider who had worked in the region
for some time and has gained some ties; 4 a “native”, a member of the local
establishment who had, however, worked in another region prior to his appoint-
ment; 5 is a “native” who made a professional career in the region.

¢ B. Oatnukoeuny, ®. Yankosckuit, KnaHoBocTb: mosib3a v npeogoneHme (Kak Hamu

npaBnT M Kak GOPMUPYeTCs COBPEMEHHbI POCCUICKWIA MpaBaLLMiA Knacc),
Pycckuin penoptep, 2011, CC.24-33.

107



b



Cover design:
Studio Brandingowe BAKALIE

DTP:
Studio Brandingowe BAKALIE

© Copyright by demosEUROPA - Centre for European Strategy, Warsaw 2009

Copyright of this publication is held by demosEUROPA - Centre for European Strategy.
You may not copy, reproduce, republish or circulate in any way the content from this
publication except for your own personal and non- commercial use. Any other use
requires the prior written permission of demosEUROPA - Centre for European Strategy.

We C ore 741 éluvfc








<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 200
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 200
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /SyntheticBoldness 1.000000
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002000d>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002000d>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /GRE <>
    /HRV <>
    /HUN <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e000d>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [300 300]
  /PageSize [612.000 792.000]
>> setpagedevice


