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Rebuilding the Russian State
- Between 1917 and 1991 we had spoken about the Soviet Union

- After 1991 , the Soviet Union ceased to exist and we can talk specifically about Russia alone

Russia’s biggest challenges in 1992
- Economic disruption and food shortages

- Institutional shortcomings: because it had used Soviet institutions, Russia lacked certain structures when the Soviet ones were dissolved

- Political transformation: the challenges of democracy if you don’t have a party system how do you run a democracy they had one party that had now been legitimized so what do you replace it with? A lot of people came out of the woodwork and founded their own parties and this was general throughout eastern Europe all of these states that had been use to the single party system had to reconstruct the elements of democracy and it was a struggle and a whole bunch of people created political movements and parties 

- Military reforms

- Transformation from a command to a market economy

- Nationalism and separatism 

Soviet reformer replaced by Russian Populist 
- Yeltsin played the populist card and that Russia should leave the soviet union - thats like Britain leaving the common wealth they created it 

- Yeltsin was the new leader but the leader of Russia, played the popular card and appealed to regular people 

Yeltsin’s Economic Reforms: “Shock Therapy”  
- Sudden and drastic move to a market economy better to get it over quickly as possible and move to an entire new system because it will be painful no matter what 

- Price controls lifted, prices had been stable for the longest time because they were regulated by the centre, the natural tendency that prices would go up and wages stagnate or go down because the entire system was based on subsidized labour the standard of living collapsed 

- Currency controls removed - defined it’s own level against the dollar it had been artificially propped up by the state and now walked away from it therefore foreign goods cost more and wages were crashing 

- State stopped spending

- International trade thrown open

- Russia alone assumed all Soviet debts, Soviets borrowed money internationally 

- State enterprises issued shares which were traded on exchanges one of the ways that they tired to fund the finance the privatization of firms was to issue shares and to see if people would buy those shares and raise capital and convert these enterprises ideal world would have been fine and a lot of time to play with would have been the way to go but Russia didn’t have a long time to play with and it took a long time to play with and there was manipulation from the outside there were no regulations and no one else really benefitted from that experience besides the oligarchs 

The Results of shock therapy 
- Hyperinflation

- Millions unemployed

- State enterprises taken over by insiders, members of the nomenklatura, or criminal gangs people would subvert things by force

- Intimidation, assassinations and corruption were rampant

Those who acquired wealth took it out of the country it didn’t stay in the soviet union it would be a net exporter of capital that they couldn’t afford to lose 

- The rise of the oligarchs

- Government increasingly found it difficult to raise revenues the government was broke did not have the revenues it needed to operate everyone is poor and the assets that the government use to have disappeared no system of taxation yet and government revenues shrivel up period of eclipse and disappears from the world stage when it is figuring this all out 

By the end of the 1990‘s
- Financial crisis

- Lower prices for  oil and minerals (Russia's key exports) the economy crashed with it 

- Loss of investor confidence 

- Collapse of ruble

- Flight of capital (foreign investment)

- Inability to meet payments on sovereign debt indebted to the west there was a certain amount due for interest and they could not service it

- Breakdown of the banking system which was artificial under the soviets collapsed entirely 

- More inflation

International shortcoming: problems of democracy
- No democratic traditions or institutions

- Proliferation of small parties: inability to form alliances or develop a consensus

- Yeltsin quarreled with the parliamentary leadership

- Meanwhile, the profusion of small parties and their aversion to coherent alliances left the legislature chaotic. 

- In 1993,Yeltsin tried to dissolve the parliament and it tried to impeach him

- He called in the army and shelled parliament into submission

- Dissolved it and proclaimed a new constitution with greater presidential powers. 

- Irony of the defender of parliament against the army in 1991 used the army to crush parliament in 1993. 

Disintegration of the military
- Crash in military spending

- Challenge of disengaging military units of the seceding republics

- Securing the nuclear stockpile

- Collapse of discipline and morale

- Controlling military inventory

fed insurgencies and terrorist activities in all different places because they were selling military equipment 

Chechnya 
- Isolated mountain region 

- Conquered by Russia in the 19th century

- resentment on both sides and Stalin deported all them to Siberia but they had not been more friendly then they were before 

- Tradition of separatism, warrior ethic, and a hatred of Russia: tried for independence in WWI.

- Stalin deported the Chechens for aiding the Germans: Khrushchev brought them back 

- When the Soviet Union disintegrated, the Chechens wanted their independence

The First Chechen war (1994-1996)
- Just like Finland thought that they would come in and flatten them and then they end up with twice the amount of casualties 

Despite overwhelming numerical superiority, Russian army demoralized

- Russian tanks drawn into a trap inside Grozny

- Lost at least 5,000 Russian killed, perhaps more: popular opinion did not support the war. 

- Perhaps hundreds of thousands of Chechen civilians were killed and displaced

- A truce declared in 1996 and a treaty gave Chechnya a quasi independent status 

The second Chechen war (1999-2009)
- Erupted after radical Islamists (Basayev) attacked Dagestan they just demolished it 

- Russia invaded again, inflicting extreme casualties and destruction

- Chechen resistance turned increasingly to terrorism which is the war of the weak waged against the strong 

- Russian theatre siege (850 hostages) instead of negotiating they pumped gas into the theatre knocked out the terrorist but also the hostages but they solved the problem by killing all the terrorists 

- Beslan school siege (350 children) the Russians exhibited the least attractive things when they get really angry they get really aggressive 

- Russia responded by leveling Chechnya they executed people and buried them on the side of the road you can see scenes from checnya liberated by the Russians we haven’t seen pictures like that since world war two vicious on both sides no one asked the chechnyans what they wanted because they became pawns in this international gihad and it was a disaster on all sides 

- Russian’s got away with it because who knows where checynia is or cares about them and possible for the Russians to control access efficiently that no information got out there was a few news reports but the world turned the other way following other things 

By the late 1990’s 
- Economic dislocation

- Rampant criminality and corruption

- Military decline

- Erosion of international position

- It had virtually vanished form the world stage as a serious player

Problems of leadership 
- Buffoonery ended when Yeltsin announced his resignation on the last day of 1999.

Vladimir Putin: Early Career
- Joined KGB in 1975: monitored foreigners and consular officials in Leningrad.

- 1985-90: in Dresden, East Germany as “translator”

- Recruited foreigners to send undercover to US

- When a mob threatened to storm the KGB building in 1989, Putin burned KGB files and sent frantic requests for orders: “Moscow is silent.”  Experienced the moment when he was totally cut loose
- Recalled to Leningrad: conducted surveillance on students at Leningrad State University

- Re-established contact with former professor Anatoly Sobchak, then mayor of Leningrad.

- Putin resigned from the KGB during coup attempt against Gorbachev. The moment of the coup he said that he had to choose sides and that he decided to choose the side of democracy instead of a return to the old soviet order so he handed in his papers and resigned from the KGB so it is a checkered career because it is thuggery and then taking a stand that this is over and that we have to move on communism elements of the thug in him but he doesn’t really want to old communist system he wants to restore Russia to what he thinks it is entitled to be 

- Later described communism as "a blind alley, far away from the mainstream of civilization."

Vladimir Putin (1952-) 
- Work for KGB gave him an international perspective

- Rose quickly in Russian government after 1991

- Appointed as a Deputy Prime Minister in August 1999

- Yeltsin protected Putin and advanced his position

- Made him acting president upon his own resignation

- His rise to power could not have been predicted

Putin consolidates power 
- Being acting president gavehim a tremendous advantage

- Won the presidential election of March 2000

- Won again four years later

- Since he could not run for a third consecutive term, he promoted Dmitri Medvedev (his chief of staff) as president and he became Prime Minister instead for four years but it was clear who had to power 

- Has recently been re-elected to a third term. But he has essentially been in power for four years. 

Putin’s main achievement 
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- you can see per capital what is happening to the GDP under Yeltsin 

- from the point of view from the Russian looking at the world from somewhere in 2015 he would look back and see that things would start to look better when Putin came to power and things went to hell in a hand basket when you have Gorbachov.

- Graph is critical to understand what was happening from the moment that Putin gets power the economy is growing a hiccup during the recession in 2008 until 2016 but it is now on a downward slide.

- This was the cause for his approval ratings and the endorsement of the country

Energy superpower 
- world's largest natural gas reserves

- 8th largest oil reserves

- 2nd largest coal reserves

- world's leading natural gas exporter

- 2nd largest natural gas producer

- largest oil exporter

- largest oil producer 

- 3rd largest electricity producer

- As long as the price of oil is high, the Russian government is doing great because it takes huge royalties on the export of oil and gas and it can continue to operate the second  the oil prices come down the Russian economy is hit

- If you look at the network of pipelines and supply chains basically what Russia is doing and this is fretted by western Europeans it is creating a relationship of dependency it is dependent on the oil exports and is the Russians ever feel the need to turn off the taps the western economy would probably suffer

- Westerns they found others northern sea and import from the middle east and developing new sources of energy

- Russia is trying oil superiorism and the west is trying to get out of it 

- Ukrainians dependent on Russia for oil completely so if they wanted a war against them the Russians would turn off their taps and that would be the end of that because it would be hard for them to find alternatives 

- Georgians trying to create an oil pipeline through Georgia but Russia didn’t want that pipeline because it would fight for their control so there was a short war between them as a result 

- this map bears some study and some thought but it is part of the recovery of Russia as the energy superpower it has emerged into 

- Some problems beside the fluctuation of prices, the reserves are further and further into the heart of the country and they are harder and harder to get at and more costly to extract so it is vulnerable it is like Alberta their economy has based it on something that would have been garbage years ago it because it takes huge amounts of energy to pull it out of the ground and clean it up, same thing true for the Russians then the price of oil has to be very high to make a profit and when the price of oil crashed the economy crashes with it 

Other areas of economic strength (leading to exports)

- Defense, aircraft and armaments

- Space, satellite launches only active space program, the americans had just joined missions with the Russians to the international space station and had to use Russia because USA didn’t have their own  

- Microelectronics and consumer electronics

- Offshore software development few countries that costs are so cheap but education is so high all of these Russians had been well educated if you didn’t want a political education you went into science or math or engineering and prime targets for the software industry and that can be located anywhere in the world, India are equal recruiters.

- Russia has a huge advantage in education so if it was managed correctly then they would be doing really well and they have been doing well since the recent collapse of oil prices 

Russia’s economy today

- Energy superpower

- Rising consumer demand

- Return of foreign investment country is stable so you can make money there

- Relative political stability with somewhat thuggish means with intimidating the other players but with investors there is some stability 

- Advantages of education and science are beginning to be felt

[image: image1]But dependence on oil is fundamental weakness 
- You can see how they fluctuated there was a collapse of oil price in the recession of 2008 it had peaked just before the collapse there were oil prices were 144 dollars a barrel or something so people were saying when it is going to stop and what effect will it have on the economy and a few months later it bottomed out and then gradually rose and then at the end of 2014 it collapsed again we are feeling that effect in Canada because of Alberta and Russia is most certainly feeling that effect as well.

But looming demographic crisis?
- terrible life choices and cultural predisposition of drinking, excessive smoking and related illnesses that result in a declining life expectancy living shorter lives then they have been before

- exceptions where the growth is the strongest interestingly enough is the oil barring regions so times are good and money to be made and that is shown by population increase but some of that increase is due to the net influx from the other parts of the country so two factors simultaneously declining li[image: image2.png]Russian GDP (PPP) since 1989
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fe expectancy and people moving to where they can get jobs 

- baby bonus get 10,000 dollars if they decide to have a second child 

On the other hand..
- Russia is largely an authoritarian society with fragile democratic institutions not entirely his doing getting rid of Yeltsin and rising of oil and political stability contributed increasingly become an authoritarian society and going back to the war of the Tsar with intimidating and silencing the opposition and extending state control over the media it is a series of little things that he is doing but collectively it has slipped out of the family of the countries around the world that you can say has a democratic institution,elections are not truly free and public opinion 80% agree with Putin it is hard to know what that actually represents because if you ask the question “do you support the president” a lot of them will say yes unless you say do you support his policy are you better off under his rule do you support the situation in Ukraine so blanket support is not detailed to all his policies so we don’t know really what these public opinion polls really represent 

- Putin controls the media and manipulates elections

- He has acted against some of the largest oligarchs, but Russia has been described as the home of “crony capitalism” Putin has surrounded himself with these economic big wigs and probably lined his own pockets in result and the entire system has been described as crony capitalism but it is a bunch of friends and cronies and thugs engaged in half way legal behavior and using it to line their own pockets as much as it benefits the country and to return Russia to some imagined historical period then it was today

- Inequality in Russian society today is comparable to that in Brazil the difference between the top and bottom of Russian society there are few very very rich peope and a lot of very very poor people and this in a society 30 y ago was dedicated to equality and the inequality to some extent must have already been there in the soviet regime and since it fell it has been absolutely horrific and that is the reality today 

Human Rights according to Freedom House 

- Russia categorized as not free for electoral democracy and freedom of the press

Russia internationally 
- No longer a superpower

- It is not always  consulted on key international issues

- Ambiguous relationship with the West: feels threatened by expansion of NATO and US plans for missile defense in Europe threatened by this all of the countries that left them became part of NATO and that was something that use to be far away is now on their doorstep so the Russians feel threatened and that it is basically an anti Russian alliance which they have some grounds in believing because it was made for countries that don’t want to be part of stalin and it keeps going because it is countries that use to be part of the soviet union 

- Inevitability? There was talk about Russia joining in NATO instead of staying outside was that realistic or a possibility? Who knows?
- Attempting to develop new alliances (BRICS) Brazil. Russia, China, India, South Africa Chinese economy is the only one growing in huge and China might look north to Siberia that we could do a better job developing that then the Russians so their might be conflict between those two powers 

- Limited international military profile

- Opposes intervention in Syria and is propping up the Assad regime and their intervention in Syria has it been helpful ? Is certainly has saved Assad 

Ukrainian Crisis 
- Russian civilization started in Ukraine the first state started in Ukraine and it was probably founded by viking nomads who used the river routes to get to Scandinavia to constantenople

- Moscow came much later (400y) and it was a little mud village for the longest time before it emerged so for the Russians there is a sentimental historical attachment the Russians could not appreciate that the Ukrainians were different that their language was not Russians and in the 19th C they called them little Russians which Ukrainians did not take lightly 

- Ukrainian nationalism emerged  

Annexation of Crimea
- Crimea original home of the tatars so they have been overran and sidelined by other people and they are now a minority country so the registered voters don’t know how free the registration was 93% wanted to join the Russian federation 

- Russian naval base at Sevastopol and its fleets are very important so their fleet is off Crimea your main military strength under someone else’s military power he had the referendum and annexed crimea is is ours an no other discussion it was high handed and not democratic so Putin as a thug reinforced but to be fair he is also a Russian nationalist and trying to expand that it is home to the black sea fleet and filled with Russian speakers 

Putin’s Response (Spring 2014) 

- Descends into Ukraine 

- objective is that we can not have the whole cake because of the policies in Ukraine and we were not nice and subtle enough so we are going to get what we can get away with in the operation and this is the sort of eastern part of the country 

Russian Sponsored Rebellion in Eastern Ukraine
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 these are districts of administration of Ukraine and you can see that Russian is the further west you go with less than 5% speaking Russian and against the Russian boarder in the hot spots is where the war is going on and where the majority of them speak Russian so Putin has chosen his targets and you might see an annexation 

Putin has positioned himself as the “macho” leader
- know his own people and know that they respond to this kind of leadership of macho and uncompromising and Russians regret their lost empire that they hanker after that movement where they were major players in the world and he wants to restore Russia somewhat to that position and his popularity is high so a lot of this depends on the economy and if it falters with Ukraine there was some sanctions oil prices also fell so the economy is not doing very well at all so what impact does that have on Putin

- Recognizes that Russians respond best to strong leadership

- His popularity remains high 

- As long as Russia continues to grow economically, even slowly, his power seems secure

A combination of low oil prices and sanctions 
- decline in retail sales and drop in consumer confidence 

- fall in real wages 

- GDP will shrink by 3% in 2015 or more [the first drop since 2009]

- annualized inflation rate of 15.9%.

- ruble has lost almost a half of its value against the US dollar over the past 12 months.
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