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Preface and Acknowledgments

Since the classic statement by Samuel P. Huntington, who observed that “the
most important political distinction among countries concerns not their form
of government but their degree of government,”1 scholars of comparative politics
have focused to a great degree on the politics of governance across the globe.
While major historically oriented analyses trace the evolutionary logic of governance from ancient times to the present day,2 and numerous experts develop
highly sophisticated datasets with long batteries of indicators addressed to governance-related issues,3 we still know little about the factors behind various patterns of governance and their dynamics in different states and nations. Answering the questions of why governments govern better in some countries than in
others is essential for political scientists and policy analysts, politicians, and policymakers, as well as for civil activists and citizens in various countries. Certainly,
accomplishing such a daunting task would require long-standing collective multidisciplinary efforts by the international scholarly community, something that
lies beyond the scope of a single academic book. However, I believe that there is a
need to address these questions based on analyzing the politics of governance in
one country, namely post-Communist Russia. According to many accounts and
assessments, present-day Russia is governed much worse than it should be and
explaining its patterns of governance by putting this country-level analysis into
a broader theoretical and comparative perspective may shed some light on the
phenomenon of governing states beyond a single case study of a certain outlier.
Therefore, I wrote this book with some hope that it might be of interest both for
scholars of Russia and for experts in comparative politics of governance.
In this book, I would like to challenge a conventional wisdom that dominates the research of governance and development, namely the assumption that
all countries, at least in theory, aim to improve their performance in order to
achieve prosperity, and exceptions from this rule can be considered deviations.
Such a view is typical for academics who teach their students with the mission of
promoting scholarly excellence—we all want to be proud of our A-students with
excellent grades, great knowledge, and outstanding skills. However, I grew up in
communities of C-students within the late-Soviet educational establishments,
xi
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where almost nobody cared about gaining knowledge, where the scholarly cheating was nearly ubiquitous, and where the skills of making good informal connections4 paved the way for high grades and better jobs. Those A-students who
behaved otherwise (myself included) were regarded as outsiders in these communities, to say the least. Over time, I realized that communities of C-students—in
Russia and elsewhere—are the norm, and A-students are almost an exception,
rather than the reverse. C-students may convert themselves into A-students
(similarly to the conversion from Saul to Paul the apostle) only under serious
pressure that may provide strong incentives for improving their performance.
Without these incentives, C-students will not pursue academic excellence (even
though many of them could perform much better) but rather will prefer some
manner of muddling through to minimize their scholarly efforts, showing little
care about their future. In the worst-case scenario, they may demonstrate educational decay and deterioration in various political and institutional contexts
and even irreversibly turn into F-students. Even though we all prefer A-students
to their C-counterparts, understanding the rationale behind poor performance
requires additional in-depth analysis of the causes and mechanisms of mediocrity, carelessness, and dishonesty to a larger degree than those of excellence, high
motivation, and integrity.
In a way, states and nations are similar to students’ communities. Without
strong domestic and/or international incentives, they may not strive toward
better performance and may not be interested in improving the quality of their
governance. Similar to C-students, the rulers of these states and nations govern
their countries much worse than they should, and at the same time may receive
certain short-term benefits from their mediocre performance at the expense of
their fellow citizens and of generations of their successors. I would argue that the
persistence of patterns of bad governance is primarily driven by politics because
of the combinations of ideas, interests, and incentives of rulers and elites. In
other words, I consider bad governance to be an agency-driven phenomenon,
and therefore a scholarly focus on the causes and mechanisms of the politics
of governance is necessary for addressing the questions of good and bad governance. This focus may help not only to explain the peculiarities of Russia’s
underperformance but also to explore how and why practices of bad governance
emerged, persisted, and evolved over time in various political and institutional
contexts. My book is aimed at such an exploration.
This book resulted from several academic endeavors. First and foremost, I
was extraordinarily lucky to work in two universities, two cities, and two countries—at the European University at Saint Petersburg (EUSP) in Russia, and at
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the University of Helsinki (UH) in Finland. Being part of two different scholarly communities enormously benefited this book project and other research
ventures. I would like to thank my colleagues from both EUSP and UH for the
great intellectual atmosphere and for our fruitful exchange of ideas. Kaarina
Aitamurto, Sari Autio-Sarasmo, Daria Gritsenko, Boris Firsov, Anna-Liisa Heusala, Marina Khmelnitskaya, Ivan Kurilla, Katalin Miklossy, Ella Paneyakh,
Katri Pynnöniemi, Mikhail Sokolov, Anna Temkina, Veli-Pekka Tynkkynen,
Pavel Usanov, and Veljko Vujacic provided me with great food for thought in
various ways over the years. Special thanks go to my superiors at the EUSP
and the UH, who made it possible for me to be a servant of two masters and
move back and forth between Russian and Finnish environments, similarly to
a dolphin who jumps back and forth between the fresh waters of the sea and
the open air. I am greatly indebted for this unique opportunity to Grigorii Golosov, Markku Kangaspuro, Oleg Kharkhordin, Markku Kivinen, and Vadim
Volkov—all of them supported me both in intellectual and in administrative
terms. My coauthors of various scholarly pieces, Hilary Appel, Andrey Starodubtsev, Dmitry Travin, and Andrey Zaostrovtsev, greatly contributed to some
chapters and paragraphs of this book and offered me invaluable experience of
successful academic collaboration. In addition, former students, who later became scholars themselves, helped me to formulate and crystallize some of the
elements of my writings—many thanks to Aleksey Gilev, Kirill Kalinin, Anton
Shirikov, Andrey Shcherbak, Anna Tarasenko, and Tatiana Tkacheva. Two
other former students, Egor Lazarev and Margarita Zavadskaya, were the first
readers of the book manuscript, and their friendly yet critical suggestions and
recommendations provided many valuable insights. The financial support received from the Academy of Finland and the Department of Political Science at
the EUSP enables me to cover many costs related to this book project.
Drafts of various chapters were discussed in academic seminars and workshops held at the EUSP, the UH, Columbia University, the Higher School of
Economics at Saint Petersburg, Perm State University, Princeton University,
Sciences Po Paris, the University of Dundee, the University of Michigan, Uppsala University, and Yale University. Major conferences of the Program on
New Approaches to Research and Security (PONARS Eurasia) and ASEEES
annual conventions served as key milestones in crafting the building blocks of
this book. There is no way to thank all the participants and discussants, whose
questions and comments were important. I owe special debts to Mark Beissinger,
Irina Busygina, Anna Dekalchuk, Gilles Favarel-Garrigues, Timothy Frye, Sam
Greene, Sergei Guriev, Henry Hale, Alexander Libman, Leonid Polishchuk,
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Kirill Rogov, Cameron Ross, Andrey Semenov, Gulnaz Sharafutdinova, Maria
Snegovaya, Konstantin Sonin, Regina Smyth, Lucan Way, and Susanne Wengle.
The efficient administrative support from Anna Gasanova, Tatiana Khruleva,
Eeva Korteniemi, Anna Korhonen, and Ira Österberg made this project feasible.
Aleksei Pobedonostsev and Sergei Kim provided significant technical assistance
with some data and visualization. The friendly, detailed, and nuanced linguistic assistance by Alexei Stephenson was essential for making the manuscript
readable. I truly appreciate the great interest and excellent encouragement of
Elizabeth Demers from the University of Michigan Press, who endorsed this
book project and made it possible—without her it would probably not have happened—and the whole publishing team deserve many warm words for their help.
Three anonymous reviewers of the book manuscript made several useful comments and critical points. Last but not least, my wife Oxana supported me over
all these journeys, constantly demonstrating many instances of good governance
in our family: my outstanding debts to her will probably never be fully paid.
Needless to say, none of the above persons and organizations are responsible for
any errors and flawed interpretations. All arguments in this book solely reflect
my own viewpoints, which may not coincide with their opinions.
The early versions of some parts of this book previously appeared in the form
of articles. Elements of chapter 1 are based upon “Political Foundations of Bad
Governance in Post-Soviet Eurasia: Towards a Research Agenda” (East European Politics 33, no. 4 [2017], © Taylor & Francis), and elements of chapter 2
use parts of “The Vicious Circle of Post-Soviet Neopatrimonialism in Russia”
(Post-Soviet Affairs 32, no. 5 [2016], © Taylor & Francis). Chapter 4 is based
on “Opportunities and Constraints of Authoritarian Modernisation: Russian
Policy Reforms of the 2000s” (Europe-Asia Studies 68, no. 1 [2016], © University of Glasgow, reprinted by permission of Taylor & Francis Ltd. on behalf of
the University of Glasgow), coauthored with Andrey Starodubtsev. Chapter 5 is
based on “Politics versus Policy: Technocratic Traps of Russian Policy Reforms”
(Russian Politics 3, no. 2 [2018], © Brill). Chapter 6 is based on “Exceptions
and Rules: Success Stories and Bad Governance in Russia” (Europe-Asia Studies
73, no. 6 [2021], © University of Glasgow, reprinted by permission of Taylor &
Francis Ltd. on behalf of the University of Glasgow).
This book deals with many difficult issues of bad governance, analyzing
rent-seeking and corruption as cornerstones of a certain politico-economic
order, and the reader might become depressed because of the gloomy pictures
of these practices and their effects. However, one should not fall into the deadly
sin of sloth—the most useless, fruitless, and hopeless of all deadly sins. This is
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why I wrote this book with something of a “bias for hope”5 that it will make a
small contribution to overcoming pathologies of bad governance in Russia and
elsewhere. I dedicate this book to the many activists, journalists, scholars, civil
servants, and ordinary citizens who resist the politics of bad governance in one
way or another and who struggle for good governance in their respective countries and all over the world.
Saint Petersburg—Helsinki
September 2021
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Contempor ary Russia

Ch a pter 1

The Politics of Bad Governance
A Framework for Analysis

I

t is a given that the quality of governance makes a difference. It determines the developmental trajectories of states and nations, as well as the
everyday lives of its citizens. Why are some countries governed worse than
others? In particular, why is contemporary Russia governed so much worse
than one would expect, judging by its degree of socioeconomic development?
In the comparative perspective, contemporary Russia represents an example
of a high-capacity authoritarian state that exhibits the main features of bad
governance, such as a lack and/or perversion of the rule of law, near-universal
rent-seeking, ubiquitous corruption, poor quality of state regulation, widespread
abuse of public funds, and overall ineffectiveness of government. These features
have been demonstrated in numerous recent assessments of Russia vis-à-vis many
other countries, conducted by various reputable international agencies.1 The evidence presented there is endorsed by investigative journalists,2 policy analysts,3
political activists,4 and filmmakers,5 and the combination of different sources
portray a rather gloomy picture of patterns of governance in Russia—this country performs worse than some of its post-Soviet neighbors6 and the other countries that belongs to BRICS (Brazil, Russia, India, China, South Africa) group.7
However, one should go beyond these critical assessments and address more
fundamental questions about the sources and mechanisms of bad governance
in Russia and beyond. Why did bad governance emerge and persist in certain
countries, and to what extent can the quality of governance be improved over
time by certain policies?
Scholars and observers have addressed these issues since ancient times but
have not provided comprehensive answers as of yet. Perhaps the first fullfledged vivid exploration of issues of quality of governance appeared in visual
arts. In 1338, the city council of Siena, then a medieval oligarchic republic,
1
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commissioned two sets of frescoes to decorate the council hall (Sala dei Nove)
in its residence, Palazzo Pubblico, from the local artist Ambrogio Lorenzetti.
The following year, Lorenzetti produced the series of frescoes, known as The
Allegory of Good and Bad Government, which are still located in Palazzo Pubblico today. These artworks, justly considered masterpieces of early Renaissance
secular painting, presented six scenes of contemporary Siena and its neighboring
areas, and through images, reflected normative ideas of good and bad governance that are still important almost seven centuries later. Art historians,8 and
political theorists such as Quentin Skinner,9 have mostly focused on the set of
three frescoes that represent the Allegory of Good Government (Allegoria del
Buon Governo). Such a focus is driven not only by the fact that this set has been
portrayed extensively and preserved in better shape as a piece of art, but mostly
because it represents the major civic virtues, such as Peace, Fortitude, Prudence,
Magnanimity, Temperance, and Justice, guided by symbols of Faith, Hope, and
Charity. All of these symbols and features were essential for an understanding
of good governance in the fourteenth century and have not lost their relevance
in the present day. In a sense, they are not much different from a twenty-first
century approach to good governance, where, for example, the highly reputable
Quality of Government Institute (the QoG Institute) at the University of Gothenburg has placed a major emphasis in its research on “trustworthy, reliable,
impartial, un-corrupt and competent government institutions.”10
However, what about the Allegory of Bad Government (Allegoria del Cattivo Governo), which was so vividly presented in the paired set of Lorenzetti’s
frescoes and is presented on the cover of this book? One should pay attention to its central character, a devious-looking figure adorned with horns and
fangs, and apparently cross-eyed. This figure is identified as Tyranny, who sits
enthroned, resting his feet upon a goat (a symbol of luxury) while holding a
dagger. Below the tyrant, the captive figure of Justice lies bound and swaddled,
while the figures of Cruelty, Deceit, Fraud, Fury, Division, and War flank
him, and above the tyrant float the figures of Avarice, Pride, and Vainglory.
These symbols and features, according to an advice book for the city magistrate of that time, were considered the “leading enemies of human life.”11 Since
the frescoes came as a pair, the whole scene demonstrated a mirror opposite
of that of the Allegory of Good Government, creating a powerful reminder
to the members of the city council of what they should and should not do in
governing the city.
A viewer, or a reader of this book, who is familiar with politics in contemporary Russia may find a striking similarity between the image of the tyrant
in Lorenzetti’s fresco and the appearance of Russia’s long-standing ruler,
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Figure 1. Rule of Law in Russia, 1996–2018, World Bank (range from-2.5 to +2.5)

Vladimir Putin. Besides the apparent visual resemblance, there are important
substantive parallels between the interpretation of the nature of bad governance
in fourteenth-century Siena and an understanding of this phenomenon in
twenty-first-century political science. The common point is that unconstrained
autocratic rule is considered the main source of bad governance both then and
now, and numerous vices that result from it—be they related to deceit, fraud,
avarice, cruelty, or war—cause harsh and often insuperable obstacles to justice
and contribute to numerous pathologies for the development of states and societies. The question of the causes and effects of bad governance has not lost its
relevance since the medieval period,
and in the twenty-first century, the time is
1
ripe to reconsider these issues from a scholarly perspective.
This is a book about how and why Russia, a highly developed, urbanized,
well-educated, and relatively wealthy country, which demonstrated a promising potential for further advancement after the collapse of Communism and a
series of complex post-Communist transformations,12 became a country with a
trajectory of durable bad governance over the recent decades. Even though calls
to improve the quality of governance in Russia have been made many times by
political leaders and top officials, during the period of the 2000s and the 2010s
there was little (if any) progress in many important dimensions of governance,
regarding the rule of law control of corruption and especially, regulatory quality,
as figures 1 through 4 demonstrated.13

Figure 2. Control of Corruption in Russia, 1996–
2018, World Bank (range from-2.5 to +2.5)

1

Figure 3. Regulatory Quality in Russia, 1996–2018,
World Bank (range from-2.5 to +2.5)
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Figure 4. Government Effectiveness in Russia, 1996–
2018, World Bank (range from-2.5 to +2.5)

What are the sources and mechanisms of governance in Russia? Should bad
governance be expected to persist endlessly under authoritarian rule, or can the
quality of governance be improved over time by certain policies? The recent
discussions attempting to explain good and bad governance in various countries,
regions, and policy areas have been quite extensive.14 The question is: How can
we place present-day Russia on this global governance map? Should we consider
Russia to be an outlier or, rather, a laggard vis-à-vis many other developed and
developing states?
Indeed, in 1984, a Financial Times journalist noted that Russia’s predecessor,
the Soviet Union, should not be regarded as “Upper Volta with missiles.”15 However, such a statement soon lost its initial meaning of juxtaposition and instead
became a sort of label for the country during the period of Soviet collapse. At
that time, it sounded deliberatively offensive, and most probably unjust, given
the fact that Upper Volta (renamed in 1984 to Burkina Faso) was one of the
poorest African nations. Almost four decades later, however, this statement has,
in a sense, proved to be correct. Judging by the data from the Rule of Law Index
by the World Justice Project, the Corruption Perception Index by Transparency
International, and the World Bank’s Governance Matters, Russia has exhibited
worse performance than Burkina Faso (still one of the poorest African nations)
in five out of six key parameters of quality of governance (see table 1).
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Table 1. Why Russia is Not Burkina Faso
Indexes

Russia

Burkina Faso

Rule of Law Index (World Justice Project), 2020

0.47 (rank 94
out of 128)

0.51 (rank 70
out of 128)

Corruption Perception Index (Transparency
International), 2018

28 (rank 137
out of 180)

40 (rank 85
out of 180)

Rule of Law Index (World Bank), 2018

-0.82

-0.45

Regulatory Quality Index (World Bank), 2018

-0.54

-0.39

Government Effectiveness (World Bank), 2018

-0.06

-0.58

Control of Corruption (World Bank), 2018

-0.85

-0.11

Sources: World Justice Project Rule of Law Index 2020 (Washington, DC: World Justice
Project, 2020) https://worldjusticeproject.org/sites/default/files/documents/WJP-ROLI2020-Online_0.pdf range from 0 (min) to 1 (max)
Corruption Perception Index (Berlin: Transparency International, 2020) https://www
.transparency.org/cpi2019 range from 0 (min) to 100 (max)
Worldwide Governance Indicators (Washington, DC: World Bank, 2020) http://info
.worldbank.org/governance/wgi/ range from -2.5 (min) to + 2.5 (max)

Although the validity of these and other cross-national rankings of states is
the subject of numerous heated discussions,16 they may be used at least as a proxy
for positioning certain countries on the global map of governance. While there
is a high degree of correlation between the level of socioeconomic development
(measured as GDP per capita) and the quality of governance in many countries,
Russia seems to be an important, if not the only, major outlier from this tendency, especially regarding the rule of law and control of corruption, as figures
5 through 8 demonstrated.
This is why an in-depth focus on analysis of Russia’s “deviant case”17 may not
only be useful for an understanding of the causes and effects of bad governance
in this particular country, but also may shed some light on this phenomenon in
a broader comparative perspective—which is essentially the goal of this book.
This introductory chapter is focused on setting the scene for the further exploration of issues of bad governance in Russia and beyond. After a short excursion to cover key concepts and definitions, it will explain the framework for analysis used in this book, present my main arguments, and outline the trajectory
of bad governance in post-Communist Russia and its dynamics. The structure
and contents of the following chapters will be briefly outlined in its concluding
paragraphs.

Figure 5. GDP Per Capita and Rule of Law, 2018, World Bank (range from-2.5 to +2.5)
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Figure 6. GDP Per Capita and Control of Corruption,
2018, World Bank (range from-2.5 to +2.5)

Figure 7. GDP Per Capita and Regulatory Quality,
2018, World Bank (range from-2.5 to +2.5)

1

Figure 8. GDP Per Capita and Government Effectiveness,
2018, World Bank (range from-2.5 to +2.5)
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What Is Bad Governance?
One influential political scientist has defined “governance” as the “government’s
ability to make and enforce rules, and to deliver services, regardless as to whether
that government is democratic or not.”18 From this viewpoint, governance as a
category of analysis is different both from state capacity, which is related to the
state’s coercive and infrastructural potential to implement certain policies, and
from state autonomy, which is related to the ability of the state apparatus to
adopt and implement policies irrespective of political influence. Explicitly or
implicitly, such an approach lies behind numerous studies on the subject, both
theoretically and comparatively oriented ones and those focused on particular
countries, regions, and policy areas.19 Although the causes and mechanisms
of bad governance have been analyzed by political scientists since the times of
Machiavelli, modern discussions of this phenomenon are fueled not only by a
major rise of scholarly interest in various aspects of governance20 but also by the
emergence of new research tools and databases assembled by various institutions
and teams of analysts.21 However, the very notion of “bad governance” has to
a certain degree remained an elusive term, one constructed as an antonym to
“good governance”; the latter, in turn, is also based on multidimensional criteria
and lacks a universally accepted definition.22
The most widely used approach in the field is related to the World Bank’s
Worldwide Governance Indicators program,23 where the understanding of
good governance is based on six major pillars, or dimensions: (1) Voice and Accountability; (2) Political Stability and Absence of Violence; (3) Government
Effectiveness; (4) Regulation Quality; (5) Rule of Law; and (6) Control of
Corruption. While categories 1 and 2 relate to the quality of political regimes
rather than to the quality of governance as such, the other four parameters,
categories 3–6, establish the features of various dimensions of good governance. Scholars of the QoG Institute greatly expanded the understanding of
good governance, adding to this list some other important dimensions of governance, such as accountability, efficiency, impartiality, and legitimacy, and
employed this framework for analysis in several important scholarly contributions.24 However, such a comprehensive approach may contradict the good
old Occam’s razor principle, or the law of parsimony, and go beyond necessity.
This is why in this book I will mostly rely upon the minimalist definition of
good governance offered by the World Bank because it better fits the purposes of my analysis. Thus, the four constituent elements of good governance
are: effective government performance, decent regulatory quality of the state,

10
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adherence to the basic principles of the rule of law25 and political and institutional constraints on corruption.
If one perceives bad governance as an alternative juxtaposed to good governance in the manner of antinomy (such an analytic approach was, for example,
employed in a recent study of Russian modernization26), then the key features of
bad governance can be constructed as opposites of the principles of good governance in all of these four dimensions. Thus, bad governance can be understood
as a combination of these attributes: (1) a lack of the rule of law and/or perversion of its basic principles; (2) a high degree of corruption, which penetrates
all layers of governance; (3) a combination of high density, poor quality and
selective implementation of state regulations (labeled here as the phenomenon
of the “overregulated state”);27 and (4) general government ineffectiveness, except for certain crucial policy areas and/or priority projects and programs (often
conducted under special conditions).
These attributes are related to governing the state in a narrow sense. Meanwhile, although lack of democracy and weakness of political rights, as well as
political instability and violence, could be considered elements of bad governance in certain political and institutional contexts, these qualifications merely
describe the qualities of political regimes, and cannot be attributed as features of
bad governance by default. While some studies have demonstrated a conditional
impact of democracy and authoritarianism on the quality of governance,28 their
impact is often indirect and not always straightforward. The antinomy of features of good and bad governance is summarized in table 2.
Although in substantive terms such a negative definition of bad governance
based on antinomies may be far from satisfactory, this approach is a logical consequence of the normative bias inherent in the perceptions of many social and
political scientists. This normative bias in analyses of bad governance has also
contributed to the extension of its attributes far beyond the aforementioned list,
not only with regard to governing the state, but also in various aspects of social
policies and state-society relations, such that the term has become a byword for a
set of diverse negative tendencies.29 This broad interpretation is highly questionable, because it combines in the same category various phenomena that do not
always relate to the quality of state governance and/or may stem from different
causes; such an approach is dubious, being a form of “conceptual stretching.”30 At
the same time, however, equating bad governance solely with widespread corruption, as some scholars argue, would be a wild oversimplification.31 Although corruption is an unquestionable element of bad governance, it should be regarded as
a symptom (rather than a cause), and not the only symptom. Moreover, such an
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Table 2. Antinomies of Features of Good and Bad Governance
Pillar of Governance

Good Governance

Bad Governance

Government
Effectiveness

Generally effective and
efficient government

Government may be effective
mostly in certain crucial policy
areas and priority projects and
programs, conducted under
special conditions

Regulation Quality

A decent regulatory
framework, maintained
by strong institutions
and unbiased state
bureaucracy

”Over-regulated state,” which
combines high density and poor
quality of state regulations with
their selective implementation

Rule of Law

Adherence to basic
principles of the
rule of law

Lack of the rule of law and/or
perversion of its basic principles

Control of Corruption

Low level of corruption,
which is limited
by political and
institutional constraints

High level of corruption,
which penetrates all layers of
governance

equation may result in an imperfect diagnostic of bad governance as a phenomenon being attributed to many very different yet highly corrupt governments in a
similar way. If one were to compare political diagnostics with medical ones, it is
as if a doctor equated a banal flu with pneumonia judging solely by patient symptoms like high temperature, fever, and cough, without relying on a lung X-ray
or other tests. This is why I rely upon a different definition of the syndrome of
bad governance that is based on the four major characteristics of governing the
state presented above: lack and/or perversion of the rule of law, unconstrained
corruption, poor quality of state regulations, and general ineffectiveness of government (some exceptions to this rule will be discussed in detail in chapter 6).
These characteristics need to be clarified for a better understanding of their
role in governing the state: To what extent do they serve as symptoms of certain pathologies or, rather, to what extent may they be considered norms of bad
governance? In other words, the mode of study of bad governance should be
switched from normative assessment to a positive analysis. This also means that
one needs to shift from the above-stated description of symptoms of bad governance as a specific syndrome to a causal explanation of why it emerges and
develops and how it can be overcome (and indeed, whether it can at all). From
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this perspective, one must admit that bad governance is not only the opposite
of good governance, but also a distinctive politico-economic order that is based
on a set of formal and informal rules, norms, and practices, quite different from
the norms of governance. In turn, this politico-economic order, although it may
be perceived as one of the many instances of a “limited access order”32 and of the
prevalence of “extractive” political and economic institutions,33 demonstrates
several political foundations that make it a peculiar subtype of such orders. To
put it bluntly, among the many countries belonging to these categories in the
past and in the present, there are some countries that are governed intentionally badly because the political leaders of these countries establish and maintain
rules, norms, and practices that serve their own self-interests. These political
foundations are identified hereafter as a “constitution” of bad governance, or
its informal institutional core.34 In other words, they are treated as de-facto
“rules-in-use”35 serving as key institutional arrangements of the politico-economic order that sets up the framework and mechanisms for governing the state:
1. Rent extraction is the main goal and substantive purpose of governing the
state at all levels of authority.
2. The mechanism of governing the state tends toward a hierarchy (the “power
vertical”) with only one major center of decision-making, which claims a
monopoly on political power (the “single power pyramid”).36
3. The autonomy of domestic political and economic actors vis-à-vis this center is conditional; it can be reduced and/or abolished at any given moment.
4. The formal institutions that define the framework of power and governance are arranged as by-products of the distribution of resources within
the power vertical: they matter as rules of the game only to the degree to
which they contribute to rent-seeking (or at least do not prevent it).
5. The power apparatus within the power vertical is divided into several organized groups and/or informal cliques, which compete with one another for
access to rents.
These political foundations are important for understanding the main features of bad governance as the basis of a respective politico-economic order and
principal tools for its maintenance in governing the state. Indeed, if the state is
governed in order to extract rents, then various forms and manifestations of corruption37 serve not as deviations from the norms of good governance but rather
as means to achieve this goal. Similarly, poor quality of state regulations and
perversion of the principles of the rule of law (hereafter “unrule of law”)38 not
only contribute to extraction of rents but also reduce the risk of breakdown of
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hierarchical power pyramids, and manage the conditional nature of the political
and economic actors’ autonomy. The creation and frequent changing of both
“fuzzy”39 and overly rigid formal institutions against a background of purposively selective law enforcement also serve these goals. In other words, I consider
bad governance to be a social mechanism that emerges as an effect of the above
stated politico-economic order based on a drive for rent extraction by major
political and economic actors. The logic of formation of this mechanism may be
illustrated in a graphic form (see figure 9).
In many ways, the emergence and maintenance of bad governance is similar to the rise of the political monopoly of autocratic rulers and their cronies,
which is a by-product of the drive for power maximization of would-be dominant political actors given existing constraints or lack thereof.40 The pattern of
creation of bad governance is similar to that of authoritarian regime-building:41
the drive for maximization of rents contributes to consistent building of those
bad institutions (corruption, poor regulations, and the unrule of law), which
may be considered effects of bad governance similar to the figures in Lorenzetti’s fresco. They maintain a socially inefficient equilibrium in order to serve
the vested interests of actors with strong bargaining power.42 As a result, the
ineffectiveness of government under these conditions becomes an unavoidable
consequence of bad governance, although its scope and effects may vary in different sectors of economy and policy areas and during different periods of time.
However, ineffectiveness of government is tolerated by rent-seeking actors and
by societies at large as long as it does not produce major immediate challenges
to the politico-economic order itself. Thus, bad governance is a functional, purpose-built, and even acceptable mechanism for many (if not most) political and
economic actors, at least as a short-term solution
The implications of such a framing of bad governance for further analysis are straightforward: it is perceived as a primarily agency-driven rather than
structure-induced phenomenon. Although certain structural conditions such as
material, institutional, and organizational legacies of the past, the capacity and autonomy of the state, and international linkages of certain countries affect quality
of governance across the globe, and there is no reason to consider bad governance
in given countries (including Russia) to be inevitable. Indeed, bad governance is
created by people who have strong temptations to exploit their power for private
purposes: if they do not face major constraints, they may impose this mechanism
on society. The issue, however, is that some of these self-interested, rent-seeking
actors who aim to build bad governance can achieve their goals (often for a long
period of time), while others fail to do so due to a variety of reasons.
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Figure 9. The Genesis and Effects of Bad Governance

In essence, bad governance is a stable yet inefficient equilibrium: it can rarely
be shaken, and re-equilibration is possible even after major exogenous shocks.
As will be explored later in this book, post-Communist Russia, with its uneven
political and economic dynamics,1may serve as a prime example of this kind of
low-level equilibrium. The stability of bad governance becomes self-reinforcing
over time, while the apparatus of the state can only improve the quality of governance to a limited degree: its ability to pursue structural reforms aimed at
improving effectiveness of government is severely constrained. The durable nature of bad governance in Russia and beyond demands reassessment and more
in-depth analysis.

Bad Governance: Why?
The existing scholarship on good and bad governance is rather diverse and pays
attention to different causal mechanisms, which in turn, are based upon the
impact of political, economic, societal, and cultural factors. The influential
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institutionalist approach, which predominates in political economy literature,
focuses on the decisive influence of overarching institutional settings, such as
the prevalence of “extractive” versus “inclusive” institutions43 or of “limited access” versus “open access” orders44 in patterns of governance. These orders and/
or institutions, which emerged historically in various contexts, may persist for
decades or even centuries, determine patterns of political competition and accountability (or lack thereof), and provide major conditions for good and bad
governance in the long run. Another influential macrolevel societal approach
tends to emphasize the major impact of social capital,45 social embeddedness
and personal networks,46 which in turn, affects the position of interpersonal
and institutional trust47 as essential components of the quality of governance.
At the same time, the dark side of social capital (such as clientelism, patronalism, “amoral familism,” and the like)48 provides fertile grounds for long-term
persistence of bad governance, therefore making it increasingly difficult to combat over time. Several influential studies, both contemporary and historical,49
discuss the validity of these arguments, thus encouraging scholars of Russian
governance to follow these frameworks as major guidelines.
Overall, there is a dismal consensus among specialists: the common assertion of durable bad governance has become the default vantage point for almost all writings about Russia and other post-Soviet countries.50 However, the
popular explanations of such a persistence in the literature vary considerably.
Some authors tend to be excessively shallow in their approach. They emphasize the pernicious role of Putin and his entourage, portray the entire process of
politico-economic changes as a Manichean struggle between reformers (“good
guys,” the crusaders of good governance) and rent-seekers (“bad guys,” the defenders of bad governance)51 and blame the latter group of actors for building
a “kleptocracy” and “crony capitalism”52 if not “mafia states.”53 While the factual grounds for such a criticism are often correct, explanations of this kind are
often insufficient, as in the political realm most “guys” are neither good nor bad
by default. The same political actors may endorse policy reforms aimed at improvement of quality of governance or adopt measures that may have devastating
effects on governance. In fact, Vladimir Putin contributed to advancements of
some policy reforms in the early 2000s (discussed in the chapter 4), but he also
paved the way for many practices of bad governance.
The alternative is focusing on excessively deep explanations, as many experts
attribute roots of bad governance in Russia to secondary effects of negative legacies of bad informality,54 which tend to reproduce “single power pyramids”
55
in Russia and post-Soviet Eurasia over centuries. Some critically minded
observers of Russia have deterministically argued that there is an inescapable
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path-dependency56 and deeply embedded patrimonial rule in Russia57 that cannot be overcome at all, or at least not in the foreseeable future. Such a perception
cannot be used to explain why Russia, both historically and in the present, has
been able to build and maintain decent quality of governance at least in some
policy fields prioritized by political leaders, sometimes pursue successful policy
reforms, and demonstrate certain “success stories” of state-driven projects and
programs (discussed in the chapter 6). If any given country is doomed to be
governed badly forever, then how can we explain these advancements: Why do
good apples still grow on such a bad tree?
In this book, I address the issue of causes and mechanisms of bad governance
in Russia and beyond from a different scholarly optics, which is not especially
country-specific and context-bounded, but based on a more general rationale
of state-building, political regime dynamics, and policy-making. I argue that
although these days, bad governance is almost universally perceived as an anomaly, at least in developed countries, in fact human history is largely a history of
ineffective and corrupt governments, while the rule of law and decent state regulatory quality are relatively recent matters of modern history when they emerged
as side effects of state-building.58 Indeed, the picture is quite the opposite: bad
governance is the norm, while good governance is an exception. This paradox is
not only a side effect of the worst features of human nature (although the personal qualities of many rulers, both contemporary and historical, are imperfect,
to put it mildly). The problem is that most rulers, especially if their time horizons are short and the external constraints on their behavior are not especially
binding, tend to govern their domains in a predatory way because of the prevalence of short-term over long-term incentives.59 While the examples of careless
rulers who governed their respective states quite badly are numerous,60 we may
wonder why some countries have established and developed good governance
despite these incentives.
In the past, good governance did not emerge by default because of the good
will of benevolent and prudent leaders and/or experts,61 but as a forced response
by rulers to two interrelated challenges. First, fierce international rivalry led to
numerous wars and bloody military conflicts, and those states that demonstrated
ineffectiveness in both economic and military terms bore heavy losses and were
even conquered by their more effective adversaries. This is why, according to
Charles Tilly, rulers had to invest tremendous efforts in maintenance of control
over their territories and in building effective state machinery, enabling them to
exercise a monopoly on legitimate violence,62 collect necessary taxes,63 and use
both the coercive and the infrastructural power of their states64 for survival in
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a highly competitive international environment. Over generations, these rulers
faced the need to make governance more suitable for international competition
not only in military but also in economic terms, thus paving the way to modern
good governance.
Second, the ineffectiveness and corruption of governments prompted the
rise of domestic political conflicts because of pressure from various political
and economic actors and citizens at large. These conflicts often went beyond
the rulers’ control and contributed to the spread of uncontrolled violence and
civil wars, which developed into major threats to the very existence of the states
and ruined their social orders. The classical analysis of economic history, which
focuses on the emergence of the rule of law and transition toward good governance after the Glorious Revolution in late seventeenth-century England, serves
as an illustration of the impact of these challenges.65 As Douglass North and his
collaborators have demonstrated, the monarchy’s inefficient policy contributed
to the fiscal crisis of the state and the subsequent chain of violent political crises (revolution—dictatorship—restoration). This lasted for some decades until
competing actors reached the solution of building a new order via empowering
the parliament and establishing a limited government that was constrained in
terms of borrowing money. It was only later that good governance played an
important role in the long-term and sustainable economic growth that helped
Britain to enhance its positions in foreign policy arenas and protect itself from
international challenges.
However, in the contemporary world the nature of international and domestic challenges to bad governance is qualitatively different to that in the past.
Against the background of the rise of new authoritarian regimes after the end of
the Cold War66 amid the global antidemocratic tide in the twenty-first century,67
the new nondemocratic leaders faced relatively short time horizons (especially
true for personalist electoral autocracies)68 and were therefore tempted to govern
their countries badly, to the point of notoriety. Still, not all modern autocracies
have necessarily resulted in comprehensive bad governance, as some of them
(most notably, China) were able to provide certain political and institutional
constraints to rent-seeking and corruption, especially at subnational level.69 Nevertheless, examples of authoritarian good governance are relatively rare. Dani
Rodrik summarized these tendencies in a brief statement: “for every President
Lee Kwan Yew of Singapore there are many like President Mobutu Sese Seko of
Zaire (now called the Democratic Republic of the Congo).”70
Meanwhile, the nature of constraints on bad governance has dramatically
changed in the present day. Since large-scale wars are more or less matters of the
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past, corrupt and ineffective governments are no longer at risk of conquest by
foreign nations or loss of power through defeat in war. International challenges
to autocratic rulers are indirect and take effect in the medium term. Though the
risk of losses in international economic competition because of bad governance
may be a rather frustrating nuisance for corrupt and ineffective governments,
such challenges are far from critical for the survival of political leaders. Sluggish economic growth, a decline in foreign investments, and capital flight bring
negative consequences for the countries involved but they do not always put the
ruling groups at risk of losing power and wealth, at least in the short term. In
terms of control over domestic conflicts and violence, one might argue that bad
governance is a functional mechanism that maintains a delicate balance among
elites, thus preserving the political status quo71 if domestic pressure from political and economic actors and society at large is sporadic and can generally be
kept under control by the ruling groups. Under conditions of bad governance,
ruling groups, in turn, can co-opt some rent-seeking actors as their loyal followers or use selective coercion and repressions toward other actors. Thus, domestic
pressures that may disequilibrate bad governance can also be diminished. And if
and when both international and domestic pressures are weak enough, then bad
governance, once established and entrenched, may reproduce itself over and over
again despite (or even thanks to) regime and leadership changes.

Why Bad Governance in Russia?
Perhaps the best description of the emergence of bad governance in the existing
literature was provided not by scholars, but by a novelist, William Golding.72
His Lord of the Flies is worth reading as a classic example of the making of bad
governance, in this case on an uninhabited island by a community of teenagers.73
According to Golding’s plot, the trajectory of governance on this island went
from a failed attempt to build an electoral democracy, through a short-lived informal oligarchy, to a seizure of power by the most brazen teenager who excluded
his rivals from the community, reshuffled a coalition of his followers, and established a harsh repressive tyranny, which resulted in a catastrophe. In the novel,
the encroachment of external actors (namely, navy officers) put an end to this
trajectory, but in real life, the catastrophe of bad governance could have continued virtually forever. One should admit, however, that Golding’s characters
were not doomed to bad governance because of unfavorable initial conditions:
they were just ordinary teenagers left to their own devices. The main lesson
of Lord of the Flies for political scientists is that bad governance is a natural
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logical outcome of the power maximization drive of successful brazen politicians who face insufficient constraints to their aspirations. Later, this argument
was reformulated by leading scholars of authoritarianism who asserted that bad
governance is typically the best politics for dictators:74 to a certain extent, the
experience of post-Communist Russia and some of its neighbors in Eurasia fits
these suppositions.
In this respect, the rise of bad governance in post-Communist Russia conformed to the logic of Lord of the Flies: indeed, it is practically the main outcome of the transformation of the Russian state after the collapse of the Soviet
Union.75 This is what happens if and when ruling groups lack immediate domestic and international challenges and meet little resistance to making their
dreams come true. They can rationally and purposively maintain a politico-economic order that is unavailable to ruling groups in other political conditions:
post-Communist leaders have often faced almost no constraints on their aspirations of rent-seeking and building single power pyramids. In brief, the syndrome of bad governance in post-Soviet Eurasia arose as a side effect of several
major transformations, including the decay and collapse of the Soviet state and
post-Communist state capture76 first from the outside (by oligarchs) and then
from the inside (by top bureaucrats). Major rent-seeking ruling actors aimed to
privatize gains and socialize losses during the process of political and economic
changes, and many of them encountered few, if any, constraints on achieving
these goals in the turbulent post-Communist political environment.77 Thus, they
consciously, consistently, and deliberately continue to build and maintain socially
inefficient institutions, or “rules of the game.”78 But given the short-term horizon
of their planning, which is often constrained by the performance legitimacy of
the ruling groups,79 and because of the dubious prospects of successful hereditary succession,80 these actors most often act as “roving” rather than “stationary”
bandits.81 They steal state resources to the point where the label “kleptocracy”
is not merely opinion journalism but rather an adequate description of various
leaders’ governance of Russia and post-Soviet states.82 It is no wonder that the
winners of post-Communist regime changes and economic reforms, who were
able to secure their positions vis-à-vis domestic competitors and international
influences, have used various political and institutional devices to preserve bad
governance, although their degree of success has varied across states, sectors, and
policy areas. At the same time, the numerous losers among Russian citizens have
rarely raised their voices about bad governance—bottom-up protests dealt with
certain governance-related issues or (to a much lesser degree) with the autocratic
tendencies of the regime as a whole,83 but not with the politico-economic order as
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such. Also, Russia, unlike its post-Communist counterparts in Eastern Europe,84
has encountered little influence from international actors in terms of pressure
toward improving the quality of governance: Western leverages were weak,85 and
more recently a drive for “sovereignty” of the Russian state at any cost has been
serving as a shield aimed at the preservation of bad governance.
Despite these tendencies, Russia does not fully fit into the model outlined by
Bruce Bueno de Mesquita and Alastair Smith.86 They argue that the survival
interests of political leaders contribute to an intentional decay of quality of governance more or less universally. However, the Russian state was and is still able
to conduct prudent policies and successfully pursue major developmental goals
if and when they are strategically important for political leaders. Apart from
rent-seekers, Russia’s “winning coalitions” have also involved numerous technocrats who have effectively provided quality expertise and put forth effort to prevent major governance failures and have often designed and implemented policy
advancements, even though their results are sometimes far from desired. Certain
state-driven development programs have brought positive effects. The problem
is that such a coexistence of various patterns of governance (in the jargon used
by some international agencies, it is referred to as “bad enough governance”)87
is rather imperfect and results in numerous contradictions. At best, these winning coalitions enabled certain fool-proofing in governing Russia88 during the
twenty-first century, but they were a poor fit for further development of the
country.89 Following Rodrik’s parallel stated above, one must admit that governance in Russia resembles neither Singapore under Lee Kwan Yew nor Congo
under Mobutu Sese Seko, but rather combines elements of various models. However, this combination also contributes to the reinforcement of bad governance
in the manner of a vicious circle. This vicious circle may be reproduced over
time under different rulers, and attempts to overcome bad governance, if and
when they occur, face strong resistance and often have only a limited impact
on the quality of governance. I argue that the mechanism of bad governance in
Russia and beyond cannot be broken without major regime changes, and even
these changes will not necessarily bring about its defeat and the improvement of
quality of governance, at least in the short term.
As I consider bad governance to be a primarily agency-driven phenomenon,
its construction in post-Communist Russia and beyond may be regarded as an
equivalent to the deliberate poisoning of the societal organism.90 Unlike other
causes of major diseases—such as inheritance or trauma—it has been an outcome of the purposeful actions of numerous actors, driven mostly by their self-interest but also by certain ideas that guided the processes of post-Communist
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transformation. In one way or another, this poisoning achieved its goals because
of the fertile grounds and the lack of antidote amid the cultivation of bad governance via the efforts of Russia’s rulers and their cronies. Before turning to a
detailed analysis of the mechanisms of bad governance in Russia, I will briefly
outline the trajectory of its rise and further evolution, with an emphasis on the
major critical junctures and drivers of continuity and changes.
The quality of governance in the Soviet Union was exceedingly poor. However, it was very different from what is understood as bad governance in terms
of this book: rent-seeking and corruption as goals of governing the state. The
political regime in the Soviet Union was highly institutionalized: it placed major
formal and informal constraints on the behavior of elites, at least after Stalin’s
death.91 Even though major violations of these rules occurred from time to time,
they were largely considered deviations rather than norms.92 Nevertheless, attempts to rearrange the Soviet model of governance during Gorbachev’s perestroika were poorly prepared and changed the quality of governance from bad to
worse amid a major crisis of the Soviet economy and the state.93 In the end, the
Soviet Union collapsed under the avalanche of simultaneous economic troubles,
political tensions, and ethnic conflicts.94 To some extent, the Soviet collapse,
which contributed to a dramatic decline of state capacity in Russia and in the
entire post-Soviet region,95 had the unintended consequence of serving as a trigger event for the rise of bad governance during the following decades because of
the grave weakening of political and institutional constraints to rent-seeking.
No wonder that the “roaring” 1990s in Russia demonstrated plenty of examples of bad governance against the background of major political conflicts, a
deep and protracted economic transformation recession, and the fragmentation
of the Russian state in both vertical and horizontal dimensions. These include
various developments such as “state capture” by economic interest groups,96
spontaneous state devolution from the federal center to regional fiefdoms,97 the
criminal business of private protection98 and the like. After this turbulence, the
period of complex “triple transition” (regime change, market transformation,
and nation-state building)99 ended by the early 2000s. Then the Russian economy attained an unprecedented growth rate, and the Russian state partially restored its capacity. Soon after, agents of state capture became peripheral or were
integrated into the new institutional environment. “Oligarchs” lost their control
over the political agenda and were placed into subordinate positions within the
state-led corporatism;100 regional bosses lost their leverages of power and became
dependent upon the federal center and large nationwide companies;101 criminal
“violent entrepreneurs” were either legalized or marginalized,102 and so forth. To
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paraphrase the title once coined by Theda Skocpol, the Russian state was being
brought back.103 One might expect that the conservative post-revolutionary stabilization of the 2000s104 would not only extend the time horizon of major actors, but also open up room for a new gradual drift of Russia toward eradication
of bad governance, similarly to overcoming growing pains. Over time, however,
these tendencies in Russia became even stronger.
In the early 2000s, the Russian leaders launched several programs of
state-driven policy reforms aimed at improving the quality of governance, and
some of them brought major positive effects, even though they were only partial.105 Still, the drive for policy reforms was short-lived, and gradually these reforms lost priority status in the agenda of Putin and his entourage.106 At the
same time, political changes aimed at democratization were intentionally and
systematically pushed out of the menu of options for political leaders and policy
reformers alike for the sake of an “authoritarian modernization” strategy (analyzed in detail in chapter 3).107 Over the course of the next decade, this strategy
was implemented in a controversial way—an electoral authoritarian regime was
successfully built and consolidated in Russia,108 yet the “narrow” economic modernization faced numerous problems, including those related to the quality of
governance. In fact, Russia’s ruling groups effectively used the strengthening of
the state and economic growth to pursue their opportunistic interests. Speaking more broadly, one might argue that the restoration of state capacity and
economic growth does not by default lead to the overcoming of bad governance.
Quite the opposite, the Russian experience of the 2000s has demonstrated that
the “medicine” of authoritarianism can be even worse than the illness of bad
governance itself; the post-traumatic stress resulting from this method of healing
can easily turn into a pernicious chronic disease. In many ways, Russia in the
2000s fits the bitter statement of Adam Przeworski: “as any order is better than
any disorder, any order is established.”109 This maxim is also true for the politico-economic order of bad governance that was established in Russia at that time.
The period of the 2010s brought new controversies to the politics of bad
governance in Russia. On the one hand, the rapid economic growth that had
served as a driver of Russia’s development before the 2008–2009 global crisis
was exhausted, and over the last decade growth has been sluggish. On the other
hand, the Russian annexation of Crimea in 2014 and the subsequent rise of
international tensions amid domestic isolationist trends have contributed to
further aggravation of bad governance. The political leaders who invested a lot
of effort into the preservation of the political status quo easily sacrificed the
quality of governance for the sake of keeping political “stability” at any cost,
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and have tended to prioritize political loyalty over efficiency in all layers of government.110 At best, improvements of quality of governance have affected various issues of secondary importance, and their effects have been rather modest.
More important, overall, the goals of economic growth and development have
been consigned to the periphery of the Russian leadership’s agenda, being overshadowed by geopolitical ambitions.111 In effect, the consolidated authoritarian regime in Russia112 has become the main (although not the only) pernicious
factor in the further deterioration of the quality of governance in the country.
However, unlike in the case of Soviet collapse, this deterioration looks not like
a sudden breakdown but rather like a gradual yet steady decay.
The present-day low-level equilibrium of bad governance in Russia is also
maintained by the high costs of overcoming it, which may increase over time.
These costs are related not only to the complexities of possible political regime
changes (if and when they occur) but also to the need for major elite turnover.
In fact, the short-term beneficiaries of bad governance in Russia are numerous:
they are not only limited to top state officials and oligarchs, but also include
the staff of law enforcement agencies and many public sector employees, so it is
difficult to expect that their resistance to revision of the politico-economic order
will be eradicated easily. Meanwhile, even small steps toward democratization
are not on the agenda of Russia’s political leaders, as they tend to find other
recipes to maintain “bad enough” governance. These recipes may be summarized as “3D”—deregulation, digitalization, and decentralization—but they can
affect only technical rather than substantive issues of the quality of governance
in the absence of a “4D” solution, which should include democratization as the
number one item on the political agenda. However, the recent experience of
democratization in some other post-Soviet countries (most notably, Ukraine) as
well as the recent resurgence of bad governance in some East European countries
(Hungary may serve as a prime example in this respect) tells us that democratization, though necessary, is not a sufficient factor for improving the quality of
governance. This is why bad governance in Russia should be considered to be
not just a short-term side effect of the one-off “poisoning” efforts of Putin and
his entourage. By the 2020s, the consequences of this “poisoning” (which has
continued over time in a systematic manner) have turned into a major long-term
chronic disease that may be curable only with serious systematic treatment and
outstanding efforts by the Russian political class and Russian society at large.
The detailed analysis of causes, mechanisms, and possible evolution of bad governance in Russia, as well as lessons from the Russian experience for other states
and nations, will be discussed further.
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Plan of the Book
This book begins by setting the stage for exploring the politics of bad governance
in Russia and beyond in terms of definitions, theoretical claims, and applications of these arguments to analysis of the trajectory of bad governance in Russia
after the Soviet collapse. Chapter 2 focuses on mechanisms of bad governance
in Russia and major factors in its maintenance. Apart from emphasis on the
self-interest of major political and economic actors and on the instrumental use
of bad governance by Russia’s elites, it also focuses on the use of various “legacies of the past” as tools for legitimation of bad governance and as ideational
role models for Russia’s rulers and many citizens. It also discusses attempts at
building efficient institutions aimed to improve the quality of governance in
Russia in parallel to the existing mechanisms of bad governance and the limits
of possible changes.
The following two chapters examine the origins of bad governance in
post-Soviet Russia and attempts to constrain it via mechanisms of policy changes
under conditions of authoritarian politics. Chapter 3 discusses the project of “authoritarian modernization” consciously and consistently pursued by the Russian
elites after the Soviet collapse in the 1990s and especially in the 2000s. It focuses
on the controversies of this project in terms of ideas, institutions, and policies,
and the major flaws of authoritarian modernization that greatly contributed to
the rise of bad governance. Chapter 4 examines one of the key elements of authoritarian modernization in Russia, namely the politics of policy reforms of the
2000s aimed at facilitating Russia’s economic development and improving the
quality of governance. It provides an explanation for why these reforms resulted
in only partial and temporary improvements and how this experience played a
role in the subsequent building and consolidation of bad governance in Russia.
The next two chapters concentrate on other elements of the mechanism of
governance in Russia, which aims to prevent major failures and bring certain
advancements despite the overall gloomy picture of the quality of governance.
Chapter 5 focuses on the role of technocrats in governing Russia—those policymakers who conduct certain policies reasonably well and perform functions
of fool-proofing against the most dangerous vices of bad governance. Still, the
influence of technocrats on policy-making in Russia is limited, and its effects
should not be overstated. Chapter 6 examines “success stories,” or outstanding
examples of state-directed programs and projects aimed at major achievements
in certain policy fields during both the Soviet and the post-Soviet periods of
Russian history. Although a rare combination of top-level political patronage
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and effective policy entrepreneurship sometimes results in major breakthroughs,
these success stories often prove short-lived, and rarely contribute to major diffusions of advancements beyond “pockets of efficiency” cultivated under special
conditions. This is why hopes for spreading elements of good governance beyond
certain limits appear illusory.
Chapter 7 aims to place the phenomenon of bad governance in Russia into
a broader comparative perspective and consider the implications of the analysis
of the Russian case beyond the region. I argue that the drive to make bad governance work is not particularly a country-specific and context-bounded process. Rather, Russia’s experience may be perceived as a negative role model for
many rulers across the globe who would like to minimize the political and institutional constraints of bad governance. In the conclusion, the book discusses
prospects for improving the quality of governance in Russia, as well as related
opportunities, challenges, and risks the country may face on this thorny path.

Ch a pter 2

Post-Soviet Bad Governance: A Vicious Circle?
Introduction: Russia’s Greatest Rent Machine
On New Year’s Eve 2015, the residents of more than two dozen Russian regions
received an unexpected and unpleasant holiday gift from the authorities. They
were notified that the commuter trains (elektrichki) that link many cities and
towns with regional capitals were being cut en masse; in some regions they were
completely abolished. Although the frequency of commuter trains had already
been reduced, together with a steady rise in rail ticket prices, the elimination
of many trains at once caused major public discontent, especially in those areas
where no other public transportation had been provided. Soon after, one of the
leaders of the Russian opposition, Alexei Navalny, accused both the state authorities and the top managers of the company Russian Railways (RZhD) of “genocide of the Russian people,”1 while in some Siberian regions, attempted collective
action by local residents contributed to threats of rail traffic blockages. The rise
in social tensions became so striking and visible that in February 2015 Russian
President Vladimir Putin, speaking before TV cameras, asked state officials and
the RZhD leadership to fully restore commuter trains. Shortly afterward, the
return of passenger traffic was announced in the media (although it was only a
partial return), so the previous status quo was restored, at least for a while.
Although at first glance this episode illustrates an accident of mismanagement of public transportation, the fact is that the abolition of commuter trains
was a logical outcome of the changes to Russian railroads that had been implemented during the previous decade.2 In 2003, in accordance with a decision by
the Russian government, the long-existing state agency, the Ministry of Railways
(MPS), was transformed into the state-owned company RZhD, which received
the key assets of the railroad sector; later on it became a joint stock company.
Subsequently, the Russian railroads underwent a series of structural reforms intended to liberalize the sector. Many reform projects, oriented to follow best
international practices, proposed that RZhD should separate profitable cargo
transportation from unprofitable passenger traffic, while state policies should
26
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pave the way toward a competition between private companies in the market of cargo transportation. But in reality RZhD not only preserved but even
strengthened its monopolist position as a provider of passenger transportation;
it de-facto unilaterally dictated extraordinarily high tariffs and requested that
the state cover the increasing losses of its subsidiary companies, which were in
charge of operating commuter trains. These companies, in turn, leased trains
and equipment from RZhD and paid it extraordinarily high fees for the use and
service of trains (owned by RZhD), while their losses were fully compensated
from the Russian state budget. In 2011, the responsibility for covering these
losses was transferred from the federal government to the regional authorities,
which do not have the funds to feed RZhD’s appetites (and in fact have to cover
many other expenditures due to previous requests from the federal authorities)3
and lack the capacity to resist RZhD. Moreover, in January 2015, in accordance
with a request by RZhD, the Russian federal government drastically increased
fees for the use of rail infrastructure, thus aggravating the heavy financial burden
on regional authorities to subsidize commuter trains.4 Putin’s subsequent call for
action did not change the economic model of commuter trains; at best, responsibility to cover losses was to some extent transferred from regional budgets to
federal coffers (with the annual amount estimated at twenty-two billion rubles
at that time), but the taxpayers still had to pay any bills presented by RZhD.5
Although experts rightly observe that the problem of subsidizing unprofitable, yet socially important, commuter trains is hardly unique to Russia and is
relevant for railroad reforms elsewhere,6 so the case of RZhD was atypical not
only due to the scope of these problems but also due to its solution. In essence,
reforms resulted in the transformation of a state agency, MPS (a legacy of a centralized planned Soviet economy), into a gigantic monopoly, RZhD, which was
formally owned by the state and operated on the market, but was in practice
outside state control and operated for the benefit of its top managers. Vladimir
Yakunin, appointed as CEO of this holding in 2005, was one of the key members of Putin’s “inner circle” as one of his dacha friends since the 1990s.7
Yakunin became famous not only because of his conspicuous consumption
of luxury material goods (his big estate near Moscow has been nicknamed
shubokhranilishche, or “fur storage”) but also because of his spike in international
status as a public intellectual. Being a doctor of political sciences who chaired
the Department of Public Administration in the Faculty of Political Science
at Moscow State University,8 Yakunin is also a patron of the Russian Society
of Political Scientists and president of the World Public Forum “Dialogue of
Civilizations” (DOC). DOC, in turn, has held numerous international events
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with participation from global celebrities, and among other things, sponsored
publication of a book, Conversations with the World’s Foremost Thinkers, produced by a highly reputable US university press and edited by leading international scholars—an interview with Yakunin was included there alongside Nobel
Prize winners.9 Despite widespread criticism of Yakunin in the media and some
attempts to cancel his job contract as CEO, long-term close connections with
Putin made him nearly invincible and gave Yakunin carte blanche; RZhD became a fiefdom of this crony of Putin, while its business operations remained in
the shadow of numerous offshore companies connected with Yakunin (some of
them were linked with his son, who resides in London).10 However, the incident
with the attempted cancellation of commuter trains did not go unnoticed. In
essence, Yakunin’s appetites were considered too voracious, while his threats to
cancel train services came across as blackmailing the Russian state by an oligarch,
which was unacceptable for Russia’s leadership in political terms.11 In August
2015, Yakunin was forced to leave his post at RZhD; later he became a full-time
chair of the DOC Research Institute with headquarters in Berlin (positioned as
a global think tank), gained a German residence permit,12 and more or less disappeared from Russia’s public scene. The new CEO of RZhD, Oleg Belozerov,
rearranged some of the corporate governance practices that had emerged under
Yakunin’s rule, but by and large, according to analysts, the principles of bad governance in this state-owned company did not change much under new leadership.13
In other words, after major reforms, a formally state-owned monopoly, the
biggest employer in the country, was taken over by a private individual who
turned RZhD into a tool for rent maximization and placed the burden of costs
(arbitrarily set by himself) on taxpayers’ shoulders. To paraphrase the Boney M
hit of the 1970s, this model of governing the railroads can be best described
as “Russia’s Greatest Rent Machine.” Its social costs became much higher than
those of the MPS model, which emerged in the 1930s under the leadership of
Stalin’s close subordinate Lazar Kaganovich.14 MPS served as one of the pillars
of the Soviet planned economy, had priority access to state resources including
labor and investments, and had relatively high status in state distribution of welfare and other goods. Later, its role decreased because of technological changes
and the decline of the Soviet economic model, and by the time of the Soviet
collapse its impact on rent-seeking was relatively modest. While the crisis of the
MPS model in the 1990s has been widely recognized,15 the consequences of the
2000s reforms may be considered a turn from bad to worse.
The case of RZhD is not the only example of bad governance in Russia’s
public sector: quite the opposite, this example is a rather typical episode of
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exploitation of a state-owned company for the private benefit of its top management. Over the last decades, investigative journalists and anticorruption activists have uncovered many examples of abuses of public resources by top managers
of state-owned companies, as well as by top Russian state officials.16 Yet despite
the great public attention, in most instances official reaction to these revelations
has been conspicuously absent, and Yakunin remains one of the few visible persons in Russia who lost his post because of a scandal related to bad governance.
In a broader perspective, the transformation of RZhD into “Russia’s greatest
rent machine” exemplified the failure of one of the sectoral reforms that formed
a large-scale program of socioeconomic changes in Russia under Putin.17 But
why did the good intentions of policy reforms aimed at accelerating economic
growth and improving the quality of governance pave a road to the hell of crony
capitalism and bad governance in post-Soviet Russia? I argue that the causes of
these mutations of post-Soviet modernization are related to the emergence and
maintenance of intentionally built political and economic institutions of bad
governance. These institutions should not be perceived merely as inherited from
the Soviet (or pre-Soviet) past; rather, they were purposefully developed after
the Soviet collapse to serve the interests of ruling groups in Russia and other
post-Soviet states and consolidate their political and economic dominance.18
Thus, policy reforms brought partial results at best, and very often contributed
to a vicious circle of socially inefficient changes that served privileged private
interests. I also argue that this vicious circle cannot be broken by attempting to
“borrow” socially efficient institutions or “cultivate” them step-by-step within
the given political constraints. Further embedding of post-Soviet bad governance may increase the risk of its reinforcement and self-reproduction regardless
of possible political regime changes. I believe that the incentives for rejection of
bad governance in Russia and some other countries may (though not necessarily
should) be strengthened by a combination of domestic pressure and external
influence, with certain restrictions of those countries’ sovereignty and possible
compulsion from major international actors.
The structure of this chapter is as follows. First, after an overview of discussions on the sources and mechanisms of post-Soviet bad governance, I present
my own approach to analysis of its effects on post-Soviet policy-making, and its
political foundations and constraints. I then explore mechanisms of governance
within the framework of post-Soviet political institutions (the “power vertical”)
and focus on policy reforms that have brought few returns and/or have resulted
in unexpected and undesired consequences (the models of “borrowing” and
“cultivating” institutions). In the conclusion, I discuss some implications and
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considerations regarding the possible role of international influence in breaking
the vicious circle of post-Soviet bad governance.

The Sources of Post-Soviet Bad Governance:
The Long Arm of the Past?
As stated in chapter 1, the following are the foundational principles of post-Soviet
bad governance as a politico-economic order: (1) rent extraction is the main goal
and substantive purpose of governing the state at all levels of authority; (2) the
mechanism of governing the state gravitates toward a hierarchy (the “power vertical”) with only one major center of decision-making, which claims a monopoly
on political power (the “single power pyramid”); (3) the autonomy of domestic
political and economic actors vis-à-vis this center is conditional; it can be reduced and/or abolished at any given moment; (4) the formal institutions that
define the framework of power and governance are arranged as by-products of
the distribution of resources within the power vertical: they matter as rules of
the game only to the degree to which they contribute to rent-seeking (or at least
do not prevent it); and (5) the power apparatus within the power vertical is divided into several organized groups and/or informal cliques that compete with
one another for access to rents.
These principles are the essence of an informal institutional core, or de facto
constitution, of the politico-economic order of bad governance. The ruling
groups build the shell of formal institutions (such as official constitutions, laws,
and regulations) around this “core.” However, this shell is not just a camouflage aiming to hide the ugly face of bad governance; it also serves as a functional mechanism for authoritarian power-sharing and rent-sharing that aims
to maintain a balance of power among the insiders of the regime’s “winning
coalition.”19 Although authoritarianism in both its “electoral”20 and “classical”
(“hegemonic”)21 formats to some extent is a mechanism of maintenance of bad
governance in the political arena, it may be vulnerable because of the risks of
intraelite conflicts and regime subversion. These risks emerge when the political monopolies of ruling groups are undermined and autonomy of political and
economic actors becomes limited in certain ways, so regime changes or threats
thereof are not so rare. But if the regime can avert these risks, then bad governance may become invincible (if one puts aside risks stemming from exogenous shocks).
Many explanations of bad governance in post-Soviet Russia are focused on the
negative role of the repressive and ineffective autocratic state machinery, which

Post-Soviet Bad Governance: A Vicious Circle?

31

is deeply embedded in centuries of Russian history. It is no wonder that its most
widespread explanations relate to the effects of various legacies of the past.22
While in the case of Third World countries (which are largely perceived as hotbeds of various forms of bad governance) the whole frame of reference revolves
around colonial legacies,23 but in post-Soviet countries, scholars look for sources
of bad governance in virtually all stages of Russian and Soviet history. They assign responsibility for its embeddedness to the inescapable legacy of pre-Petrine
Russia with its lack of private property and arbitrary rule of autocratic leaders,24 or to the legacy of Communist regime, which in its late developmental
stage demonstrated decay and “degeneration” into neo-traditionalism,25 or to an
overlapping of socioeconomic backwardness with imposed Soviet dominance in
certain Eastern European countries.26 Some scholars who use similar arguments
in their analyses of post-Soviet politico-economic order refer to terms such as
“patronal politics”27 or “sistema,”28 and also focus on their effects on politics and
governance through the lenses of various legacies of the past. In any case, the
“legacy” argument is structural in nature: explicitly or implicitly, bad governance
is assumed to be like an inherited chronic disease of the sociopolitical organism
that cannot be cured at least in the foreseeable future. By its very nature, this
eternal and unavoidable “matrix,”29 or “track” (koleya),30 is put in place once and
forever: it cannot be changed because of irreversible path dependency. The reasoning of this analysis, however, is vulnerable to criticism because of its lack of
heuristic value and its frequent reliance on the principle of fitting theory and
evidence into prearranged answers. The policy relevance of the approach looks
even more dubious: if in any given country or region bad governance is the product of a “wrong” history that cannot be altered, one might say that this country is
best eliminated (similarly to the fate of the Soviet Union) or conquered by other
states that are more capable and efficient in terms of the quality of governance.
Nevertheless, in the twentieth century some countries with even more problematic matrixes or tracks of history (ranging from Japan to Turkey) took the route
of radical systemic changes necessary for altering their legacies and moving onto
the right path; judging from this perspective, a similar path is not precluded for
Russia, at least in theory.
In terms of answering empirical questions, one should consider that the rise of
post-Soviet bad governance was a consequence of the purposeful actions of political and economic actors who aimed to maximize benefits for themselves during
the process of redistribution of power and resources in the turbulent post-Soviet
environment. For example, in the case of RZhD, the governance of the biggest
state-owned company by Yakunin did not result from the legacies passed down
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in this sector or in the Russian economy as a whole. Neither Kaganovich nor his
MPS successors ever dreamed of a degree of freedom like Yakunin’s in arbitrarily
governing their respective domains. Of course, political decay during the last
decades of the Soviet Union greatly contributed to large-scale exploitation of
public resources for the private purposes of top state managers, and instances
of bad governance such as the infamous “Cotton Affair” in Uzbekistan in the
1980s were most probably just the tip of the iceberg.31 Overall, however, in the
Soviet Union instances of uncontrolled rent-seeking were limited at that time
and never considered a norm of elite behavior. Rather, RZhD was turned into
its CEO’s fiefdom after the distribution of rent sources among the members of
the post-Soviet “winning coalition”32 led by Putin and his close allies. The maximization of power in politics and the maximization of rents in the economy
should be perceived as rational goals of the ruling groups who achieved them in
several post-Soviet countries in the wake of political regime changes and market
economic reforms. Some analyses of the dynamics of political and economic
changes after the Soviet collapse have demonstrated that complex transformations make it easier to achieve these goals, where otherwise they could be more
difficult.33 The new politico-economic order has served as an instrument of the
ruling groups, and institutions have maintained its continuity and solidified
the existing configurations of political and economic actors. Unlike the legacy
argument, a focus on purposeful institution-building treats post-Soviet bad
governance as an outcome of conscious “poisoning” of the social and political
organism by certain actors belonging to the ruling groups. However, identifying
possible cures for this kind of disease is far from straightforward.
That said, there is no reason to deny that “history matters”34 for an understanding of bad governance. Rather, the question is framed differently: How
exactly did this “mattering” of the past become a constituent pattern in the practice of governing the state today and tomorrow? Regarding governance, the legacy of the past is loosely understood as a set of historically established obstacles
to good governance that emerged before the Soviet collapse for various reasons
and persisted for an indefinite period. But this perception of a legacy fails to explain why it has a different impact on various countries and policy areas and how
exactly it affects post-Soviet institutions and practices. In search of alternatives
to determinism, Stephen Kotkin and Mark Beissinger redefine “legacy” as “a
durable causal relationship between past institutions and policies on subsequent
practices or beliefs, long beyond the life of the regimes, institutions, and policies
that gave birth to them.”35 They also outline several causal mechanisms for transferring institutions and practices from the past to the present and the future,
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including: material or “parameter setting”; organizational and institutional or
“fragmentation” and “translation”; and ideational or “cultural schemata.” Many
legacies of parameter setting relate to the limitation of certain institutional and/
or policy choices due to material constraints left over from the past; organizational and institutional fragmentation involves direct inheritance of some parts
of previous institutions from the old regime, while translation means using old
institutions for new purposes; and cultural schemata refers to perceptions generated by past regime practices that make a certain sort of conduct either normal
or unacceptable.36 Parameter setting results from certain limits set by the physical and technological infrastructure inherited from the Soviet past that posed
major barriers to structural reforms.37 By contrast, cultural schemata, modes
of thinking and perceiving reality, were embedded in the past but outlived it
and gave birth to the new post-Soviet normative ideal, which could be labeled
a “good Soviet Union.”38 This has served as the basis for a “mental model”39
for post-Soviet elites and societies and affected organizational and institutional
legacies to a great degree as a normative ideal.
One might argue that various legacies of the past affect the present and the
future mostly because of how they are transferred. This is especially true for
ideational legacies: “history matters” if certain actors can use it purposively
for achieving their goals in various areas, including governing the state. The
time horizon for the impact of these legacies cannot be indefinitely long. In
post-Soviet Eurasia, it is relevant for the recent life experience of one or two generations who often interpreted the Soviet collapse and subsequent post-Soviet
political and economic changes as a major trauma and framed their perceptions
of the late-Soviet experience as a paradise lost. When it comes to the mechanisms for bringing these legacies into the current agenda, material, organizational, and institutional legacies impose high costs on improving the quality of
governance and contribute to the preservation of the status quo. But the scale
of these costs may decrease over time because of the emergence and spread of
new institutions and practices not embedded in the past. Meanwhile, ideational
legacies define understanding of the means and possible goals of the process of
institution-building and serve as tools of ruling groups in this process.
In essence, the “legacy of the past” is largely a socially constructed phenomenon in post-Soviet Eurasia and beyond and should be regarded not as a structural constraint but as an agency-driven phenomenon. Regarding governing the
state, cultural schemata work as instruments for maintaining bad governance in
two mutually related ways. First, they establish a retrospective vector of public
discussion where the Soviet past is considered the main (if not only) “point of
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departure.” History is not only a subject for historians but penetrates all aspects
of public life in the region. The imagined past experience has become a normative marker in projecting the future of post-Soviet Eurasia, including but not
limited to state governance. This is why previous institutions and practices have
become building blocks for institution-building and policy-making. Fragmentation and translation serve as means to achieve these goals. Second, referring
to the past has become the key argument in legitimating political and policy
choices, other mechanisms of governance, institutions, and policies not related
to the past (irrespective of their adherence to best practices of good governance)
are often not perceived as legitimate by society at large. In a sense, the instrumental use of such a legacy in Russia is not so different to the slogan “Make America
Great Again,” so vigorously and successfully promoted by Donald Trump in his
2016 presidential election campaign. In other words, ideational legacies (in Russia, in the United States, or elsewhere) are phenomena intentionally produced by
elites to serve their political goals of power maximization.
The “good Soviet Union,” an imagined politico-economic order that somehow resembles that of the Soviet past while lacking its inherent flaws, bears little resemblance to the late-Soviet experience. I believe that these elements of
the Soviet legacy are selectively and deliberately chosen for the sake of power
maximization of the post-Soviet ruling groups. They include the hierarchy of
the power vertical, “cadre stability” on all levels of government (that is, low
elite circulation), a closed recruitment pool of elites and their formal and informal privileged status, state control over major media, state repressions toward organized dissent, and so on. Meanwhile, other elements of the late-Soviet
politico-economic order, such as relatively low inequality and certain state social
guarantees, have been discarded without meaningful resistance. In addition, the
“good Soviet Union” includes certain features that did not exist in the real Soviet
Union but are very important for ruling groups: not only a full-fledged market
economy and no shortages of goods and services, but also a lack of institutional
constraints on rent-seeking and the creation of an external interface for legalization of incomes and status abroad. The assertion that the “good Soviet Union”
is a deliberate construction by post-Soviet ruling groups and their entourages is
no wild exaggeration. In the 2000s, they obtained that which they wanted but
which was unavailable to their late-Soviet predecessors in terms of status, power,
and material well-being, and their efforts to preserve this normative ideal have
borne fruit in many ways.
The use of the Soviet legacy as a set of real and/or imagined building blocks for
post-Soviet institution-building and practices of governing the state contributed
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to the preservation of the status quo of bad governance through fragmentation
or translation of this social construct into major choices and solutions. Examples
include the transformation of government structure after the Soviet collapse
regarding the state apparatus,40 and practices of control and accountability in
law enforcement agencies,41 both of which extended the lives of outdated institutions and organizations, thus contributing to the ineffectiveness of government.
This approach affects policy-making regarding the organization of state bureaucracy and its motivations.42 As a result, the “good Soviet Union” as a normative
ideal has not produced incentives to overcome bad governance and improve
government effectiveness, even should these be declared policy goals. Rather,
the “good Soviet Union” as a foundation of the post-Soviet “mental model” has
become a successful instrument for the legitimation of a politico-economic order
of bad governance—at least within the mid-term perspective, until the current
generation of post-Soviet rulers and citizens leaves the public scene.
To summarize, the role of the “legacy of the past,” which has preserved bad
governance in post-Soviet Eurasia and beyond may be primarily considered in
ideational terms: these normative ideals and role models affect policy choices
and many organizational and institutional solutions. This legacy, which has allegedly doomed some countries to corruption and ineffectiveness, is largely a
social construct that is created and maintained by ruling groups for the sake
of power maximization. The countries of Eastern Europe and the Baltics have
to some extent denied this normative ideal and thus increased their chances to
overcome bad governance. However, those countries of post-Soviet Eurasia that
see the sources of modern government in their imagined glorious or inglorious
past could create a vicious circle of bad governance.

The Power Vertical as a Hierarchy of Bad Governance
The term “power vertical” is usually used to describe the hierarchical model of
subnational politics and governance in Russia and other post-Soviet countries.43
It implies formal and informal subordination of levels of authority and a web of
informal exchanges between them (for electoral authoritarian regimes, vote delivery is one of the major resources in these exchanges). But similar mechanisms
are employed not only in territorial but also in sectoral governance (including
the public sector). One might observe sectoral power verticals within the law enforcement apparatus, educational institutions, and some NGOs. Private business
is also involved in numerous informal exchanges within the power vertical, but
it enjoys a broader autonomy.44 These exchanges include not only distribution
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of rents but also compliance (or noncompliance) with formal rules and norms
and changes in formal institutions. The power vertical is widely perceived by
many Russian citizens as the legitimate mechanism of governance because of the
possibility of hierarchical top-down control over lower-level officialdom. These
perceptions are reinforced by the post-Soviet experience of the 1990s with its
protracted decline of state capacity and major distortions of law and order after
the Soviet collapse;45 this experience also serves as an additional argument for
using the power vertical as the main, if not the only, tool of governance. As long
as the lower layers of the power vertical can distribute financial and material resources and perform functions of social patronage, this (imperfect) mechanism
of governing territories, enterprises, and organizations persists.
The use of the power vertical as a pillar of politico-economic order in Russia
leads to a major increase in agency costs and to the aggravation of principal-agent
problems within the hierarchy of governance.46 For instance, while in China
these problems in the system of territorial governance are partially resolved via
competition among subnational agents and their mutual policing (provincial
Communist bosses can be promoted to the national leadership if and when they
demonstrate excellent economic performance),47 but post-Soviet countries employ other solutions. Eugene Huskey labels them “the politics of redundancy.”48
In other words, parallel hierarchies in charge of control and monitoring emerge
at various layers of the power vertical; presidential administrations exert political
control over federal and regional governments, presidential representatives in
federal districts do the same vis-à-vis governors and city mayors, and so forth.
Numerous state agencies in charge of regulation and monitoring in various sectors of the economy, with their own territorial branches, are also used as tools of
control. Very often, such a multiplicity of agencies (including those in the law enforcement apparatus) contributes to interagency rivalry: this, in turn, also aggravates principal-agent problems within the power vertical.49 At first sight, strict
adherence to top-down hierarchical relations against the interests of the power
vertical’s lower echelons should require the full-fledged threat of punishment of
subordinated actors by the top leadership for virtually all instances of wrongdoing, misbehavior, and poor performance.50 But in fact, although the systematic
use of state repressions against lower-level officials of the power vertical is rather
widespread, it is often driven not by political demands from the Kremlin but
rather by private interests of various actors from competing agencies and layers of
the state hierarchy.51 The hierarchy of the power vertical is far from an army-like
chain of command, and it operates according to a different logic.
The popular argument that the power vertical serves merely as a tool of subordination and control is rather incomplete and incorrect. The power vertical
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should be considered as a provider of informal selective incentives. The status
of its insiders rewards them with extra benefits as they receive certain exclusive gains unavailable to those actors not included in the power vertical. The
major condition for lower-level beneficiaries is that their opportunistic behavior
should not prevent the political leadership from achieving its strategic policy
goals. In the most general sense, these goals include the preservation of a stable politico-economic order in which the ruling groups run unchallenged and
maintain the relative well-being of the population-at-large. Thanks to economic
stability, the principal at the top of the power vertical pyramid can reward his
agents through access to rents. Thus, corruption is not merely a side effect of
bad governance but rather an indispensable part of the mechanism of bad governance within the framework of the power vertical.
In its quest to maintain the loyalty of local actors, the political leadership is
forced to use both carrots and sticks. The multiple tools of control include not
only the appointment, dismissal, and replacement of officials, but also exclusion
from access to rents and “contracted” criminal investigations against officials
and businessmen, or threats thereof with the use of kompromat.52 These instruments not only maintain loyalty to the power vertical but are also used as an
additional mechanism of control. Almost every actor can easily be accused of
criminal acts, and the threat of criminal prosecution is an even more efficient
tool for maintaining control than its actual use. Consequently, actors are genuinely interested in the successful implementation of policies that serve both the
goals of political leadership and their own self-interests. One should note that
punishments take place under two kinds of circumstances: either because actors’ rent-seeking activities contradict the policy goals of the political leadership
or (more rarely) because their poor performance and/or voracious rent-seeking
appetites undermine the legitimacy and stability of the politico-economic order
(as the case of Yakunin tells us).
Thus, the power vertical is a relatively cheap (in terms of agency costs) and
successful (in terms of incentives) solution to the principal-agent problem: the
principal informally offers conditional rent access to loyal and capable agents.
This mechanism maintains state capacity in governing multiple political and
socioeconomic arenas. The state serves both the collective interests of the power
vertical’s insiders as a group and the private interests of all its agents, ranging
from presidents and prime ministers to local school directors who are allowed
to steal public money designated for renovation of the school building if during
elections they will deliver votes at the polling station located at their school.53
As for outsiders to the power vertical, the opportunity to access rents is a major
incentive not only for political loyalty but also for personal career choices: for

38

chapter 2

example, many graduates of Russian universities admit that the goal of their
pursuit of higher education was a chance to get jobs in the state apparatus or in
major state-owned companies such as Gazprom.54
Within the post-Soviet context this mechanism of governance demonstrates
some specific features. They include, inter alia, the specific divisions among and
between the layers and corridors of the state machinery and competition between various agencies and informal cliques for rent access and for positions in
the informal hierarchy of decision-making. For example, Russian law enforcement agencies experience stiff competition between the Office of the Prosecutor General and the Investigative Committee, even though the latter agency
is formally subordinated to the former.55 Russian big business demonstrates a
rivalry between Gazprom and Rosneft, which emerged almost by chance,56 and
so forth. But these contradictions are mostly structural, because both state agencies and state-owned companies are affected by sectoral power verticals that link
lower-level actors to their patrons at higher levels of authority or even in the top
leadership. This mechanism plays a powerful role in the informal system of governance because it cannot be bypassed in the process of appointments or dismissals in the lower echelons of the power vertical, and it is important for the survival
of all actors in their behind-the-scenes struggles against powerful competitors.
In the media discourse, these phenomena are often regarded as the “new Politburo” or the “struggle between the Kremlin’s towers,”57 but such labels are
rather superficial. Parallels between the power vertical under the post-Soviet
politico-economic order of bad governance and the Soviet hierarchical model of
governance do not touch upon the basic differences in goal-setting, institutions,
and incentives. In the Soviet Union, the Communist Party exerted control over
the state apparatus, was able to impose sanctions on violators of formal and informal rules of the game, and in a sense, imposed limits on the spread of bad governance. In the post-Soviet environment, the personalist nature of the political
regime and the interests of powerful members of winning coalitions establish
other constraints: all personnel decisions must include the maintenance of the
balance between sectoral power verticals and cliques, and the use of “divide and
conquer” tactics for prevention of open intraelite conflicts. The emergence of
informal alliances and rivalries between actors who compete for rent access is an
unavoidable side effect of the informal distribution of resources among agents.
This competition drastically increases agency costs and worsens rather than improves the quality of governance. Although the fruits of economic growth may
satisfy the appetites and interests of the most powerful rent-seekers and diminish
their rivalries, these contradictions cannot be eliminated.
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If the power vertical did not receive demands for policy reforms from the
top leadership, and only reproduced the status quo, then even given a minimal
inflow of resource rent and very sluggish (if not zero) economic growth, this
model of governance could reproduce itself similarly to that of some Third
World countries.58 However, the imperative of “narrow” modernization (outlined in more detail in chapter 3) drives the political leadership to launch numerous policy reforms, which are to be implemented by agents of the power vertical
at various layers of authority. These reforms imply not only structural changes
(such as the establishment of new agencies) but also changes of goals and criteria
for policy evaluation. Bureaucrats and officials must demonstrate “efficiency,”
which is broadly understood as the achievement of certain formal indicators,
ranging from mandatory conducting of auctions and tenders in the state procurement system to a certain quantity of scholars’ publications in journals listed
in the Web of Science and Scopus databases. Policy reforms often destabilize the
power vertical, but their effects on the quality of governance are not so obvious.
Sometimes the state of affairs even degrades vis-à-vis the previous status quo, as
in the case of the replacement of old Kaganoviches with new Yakunins. Why do
the policy reforms sometimes have such dismal results?

The Challenge of Policy Reforms
The symbiosis of the informal core and the formal shell of bad governance, which
outwardly seems to share features with advanced states and markets, ranging
from formally independent courts to the commercial operations of state-owned
companies such as RZhD, maintains a stable yet inefficient equilibrium. This
fact explains a contradiction that has been described by scholars of African
politics: in theory, under conditions of bad governance, the state of affairs in a
given country should inevitably worsen, but in fact disequilibrium is relatively
rare.59 Formal institutions are not the only reason for this. The stable increase
of rent in Russia in the 2000s has also helped to maintain the status quo despite
short-term economic troubles.60 Unlike the states and regimes in sub-Saharan
Africa which that are widely perceived as “dictatorships of stagnation,”61 Russia
until the 2010s displayed an opposite trend—the drive for economic growth in
the 2000s served as the main source of maintenance of this politico-economic
order. It was only after 2014 that the priorities of Russia’s leadership changed,
and economic growth was sacrificed for the sake of “stability” (the preservation
of political status quo).62 Nevertheless, Russia’s ruling groups were (and to some
extent still are) interested in growth and development not only to increase the
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amount of rents and to satisfy the appetites of numerous rent-seekers but also
because of the need for both domestic legitimation of the political regime63 and
the legitimation of foreign policy in international arenas. In addition, visible
and internationally recognized achievements of successful development, such
as global mega-events (like the Olympic Games, the G8/G20 summits, or the
inclusion of Russian universities in the top 100 of world ratings) serve as a source
of conspicuous consumption and of status rent both for Russia’s ruling groups
and for society at large.
Thus, post-Soviet bad governance implicitly assumes the aspiration of ruling
groups to successfully implement policy reforms. They aim to achieve a high
degree of socioeconomic development and to accomplish at least some policy
reforms oriented toward attaining these goals. This agenda is shared not only
by the ruling groups of post-Soviet Russia but also by significant parts of the
citizens. However, under the conditions of bad governance this agenda faces
numerous obstacles. First, policy reforms must be implemented by the state bureaucracy with all its problems and vices (analyzed in chapter 4). Second, policy
reforms that may infringe on the interests of influential rent-seekers will be curtailed, especially if their implementation is not endorsed by a powerful coalition of supporters. The failure of police reform in Russia under the presidency
of Dmitry Medvedev may serve as a prime example in this respect.64 Third, in
these circumstances policy reforms often lead to unintended and undesired consequences. These consequences depend not only on specific policies in certain
areas but also to a great degree on the hierarchical mechanism of governance
within the framework of the power vertical and its institutional constraints on
policy reforms.
The role of the power vertical in bad governance is important for an understanding of the pattern followed by socioeconomic policy reforms. The top political leadership is the sole mastermind of reform programs and plans: although
alternative policy programs are proposed by independent experts from time to
time, they usually remain ignored by political leaders. As demonstrated in chapters 5 and 6, these programs are developed both by ideationally driven experts
contracted by the power vertical and by career-driven policy entrepreneurs from
among the mid-range officials, and sometimes even by invited foreign consultants.65 Reform programs are implemented by various layers and hallways of
the power vertical, while the political leadership retains a monopoly on policy
evaluation, which is not an arbitrary personalist choice by political leaders: it
takes into account the interests of the members of the winning coalition as
well as public opinion. But under the conditions of authoritarianism, political
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leadership enjoys more room for maneuver than in most democracies. These
conditions favor an “insulation” of reforms and reformers from the pernicious
influence of interest groups,66 yet they also impose almost unavoidable constraints on policy reforms in virtually all areas. The main constraint is related
to the fact that the informal institutional core is untouchable by any reform: at
best, reforms can affect only formal institutional shells. No wonder that many
reform proposals are already planned to be partial, incomplete, and compromise
measures even at the preparatory stage (not to mention further decision-making
and implementation). Initially good intentions are emasculated and perverted
by rent-seekers who are interested in privatization of gains from policy reforms
and in socialization of their losses. These problems are acknowledged by reformers themselves, who often already expect these negative outcomes at the beginning of policy planning.
But the main problem of post-Soviet bad governance for policy reforms is
related to its informal institutional core, which not only inhibits changes to the
formal institutional shell but also exerts a distorting influence on the directions
and effects of policy changes. In essence, any policy reforms cause major distributive consequences. In political terms, policy adoption and implementation
implie a process of building coalitions of potential beneficiaries of the reforms
and the accommodation of their interests with those of the potential losers.
These negotiations often damage the quality of policy-making because of the
influence of “distributional coalitions,” which may block any positive changes.67
In the wake of democratization, these tendencies often contributed to populist
policies (as in Latin America in the 1980s), and these risks were among the main
concerns of Russian reformers in the 1990s.68 However, the politico-economic
order of bad governance is also compatible with distributional coalitions, and
their influence has increased over time:69 the major beneficiaries of the politico-economic order of bad governance are small privileged groups of rent-seekers.
Thus, the power vertical became a mechanism of rent-sharing among members
of winning coalitions who transferred the costs of policy reforms to other actors
and/or to society at large. They do not face the constraints imposed by formal
institutions; rather the informal institutional core is deliberately tuned for distributive effects of this kind. Thus, the privatization of gains and socialization
of losses have become inevitable effects of policy reforms under bad governance.
The rapid economic growth of the 2000s in Russia to some extent diminished
these effects, but later these contradictions of policy reforms became explicit.
The sharp increase in military expenditure and simultaneous cutting of expenditures on public health and education was a logical extension of this approach
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to policy reforms. Furthermore, these effects may increase until the potential
decline in the inflow of rents causes major conflicts between rent-seekers.
The reform of RZhD clearly illustrates these tendencies. Yakunin, being CEO
of the holding and one of the key members of the winning coalition, maximized
benefits for RZhD and for himself. The company became a monopolist holding,
managed by Yakunin on behalf of the Russian state in the manner of a fiefdom,
without any external control over its operations. The benefits of the reforms
for the company were apparent: RZhD no longer had to subsidize unprofitable
commuter trains, was able to unilaterally set tariffs, received outstandingly high
fees for the use of its assets by its own subsidiaries, and prevented competition on
the market. Costs were transferred not only to passengers (individual consumers
of monopolist services) but also to all taxpayers. As long as regional budgets were
able to satisfy RZhD’s appetites, this situation was considered unacceptable only
by opposition activists like Navalny and did not attract major public attention,
and further transferring of costs from regional to federal budgets may have diminished the salience of this problem but did not change its causes.
The other problem of policy reforms under bad governance is related to the
fact that the hierarchical power vertical is the only instrument for their implementation and an imperfect one. Reformers and their patrons among the top
political leaders assume nearly by default that without strict and tight top-down
control, the lower layers of the power vertical have no incentives even for their
routine performance (let alone policy changes). In other words, they expect that
schoolteachers will not teach students and police officers on the ground will not
combat street-level crime. Given the lack of other mechanisms of accountability
(fair elections, free media, civil society NGOs, influence of public opinion, and
so forth), these concerns are quite reasonable. The good intentions of efficient
governance are opposed by the weak incentives for policy changes in other political and institutional contexts,70 and post-Soviet Russia is by no means exceptional in this respect. Yet the politico-economic order of bad governance is the
least likely environment for successful implementation of major policy reforms.
Since the list of beneficiaries of these changes is limited to a narrow group of
rent-seekers, reformers must force other actors to conduct reforms that may not
bring them any benefits. At the same time, policy programs and plans of reform
are based on the logic of “high modernism”:71 the criteria for successful implementation of changes by the lower layers of the power vertical are reduced to a
limited number of formal quantifiable indicators (widely used across the globe
within the framework of the “new public management” approach). The formalization of these requirements to some extent aims to reduce excessively high
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agency costs within the framework of the power vertical. However, this approach
contributes to the spiral of overregulation: virtually every new policy change
results in a drastic increase of the scope and density of regulations of almost all
routines at the lower layers. Hence, the amount of paperwork and related costs
skyrockets—police officers, schoolteachers, medical doctors, and all personnel
on the ground in many organizations (both state and private) are mired in producing numerous reports to state inspection agencies instead of conducting their
primary job functions. As a result, the goals of policy changes are replaced by the
attainment of required numbers in reports at any cost: these reports become the
main if not the only criterion of evaluation of policy performance.
The system of reporting in the law enforcement agencies, which focuses on
the percentage of criminal statistics vis-à-vis respective previous periods, only aggravates numerous pathologies, and replaces the task of combating crime.72 Similarly, numerous inspection agencies discover those violations of laws and state
regulations that require the least effort to detect and prove. The introduction
of the Unified State Exam (EGE), the mechanism of assessment of high school
graduates in Russia (analyzed in detail in chapter 4), serves as a particularly notorious example of this approach. Soon after its introduction in 2009, the presidential administration included the proportion of school graduates who fail to
pass the EGE into the list of criteria for assessment of the performance of the
regional chief executives appointed by the Kremlin.73 This innovation encouraged regional and local officials (ranging from heads of education departments to
school teachers) to minimize the number of failures on exams every year, causing
numerous prominent scandals (such as the over-performance of school graduates
in republics of the North Caucasus). At last, in 2014, the list of criteria changed
again, and regional chief executives could no longer be punished for the failures
of teenagers in the EGE. But due to these changes, the percentage of failures
could greatly increase, resulting in schools’ performances worsening. As such,
the requirements for passing the EGE were eased to such a degree that achieving
minimally acceptable grades was not difficult for even the least capable pupils.74
Another case of policy reforms is the attempt to improve the business environment in Russia in accordance with Putin’s May 2012 decree. The key indicator chosen for implementing these changes was Russia reaching 20th place in
the annual global report Doing Business, produced by the World Bank. This
report is based on evaluating the conditions of small and medium businesses via
analysis of regulatory frameworks and surveys of entrepreneurs. Although most
analysts were skeptical about the chances of such progress (in 2012 Russia was
in 120th place), in the 2018 annual report Russia reached 31st place out of 189,
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outperforming countries like France and Japan. This achievement, however,
was possible because the World Bank experts (including Russia’s representatives) changed the methodology of their report and included more indicators of
subnational regulations: the changing set of criteria alone elevated Russia’s rank
by thirty places in comparison with the 2014 annual report.75 As state officials
received a top-down signal to reach certain numbers at any cost, achieving better
numbers turned into a goal in itself. In a way, such an approach to the quantitative indicators of governance (for improving a country’s positions in global
rankings or for whatever other purposes) was not much different from the use of
the state-sponsored doping program for the sake of Russia’s victory in the Sochi
Olympics in 2014.76 In the end, in August 2020 the World Bank announced that
it would stop publication of Doing Business reports because of the serious flaws
and falsifications in the collection and use of the data.77 Regardless of Russia’s
positions in rankings by World Bank reports, the problems for doing business
as such were more serious: the impressive progress in quantitative indicators was
achieved at a moment of stagnation in the Russian economy, record-high capital
flight, and so forth.78 Needless to say, these approaches to policy reforms in various areas brought only partial and incomplete results at best, or even became
limited to short campaigns that included the construction of Potemkin villages
and contributed to the waste of resources.
Having said that, one should admit that Russia in the 2000s enabled at least
partial implementation of policy reforms (analyzed in more detail in chapter 4),
and in some policy areas socioeconomic reforms were far from a total failure.79
But reforming the formal institutional shell without changes in the informal
institutional core of post-Soviet bad governance brought major positive effects
only under certain circumstances. If and when policy adoption and implementation did not require the involvement of many layers and hallways of the power
vertical, and reformers were insulated from numerous rent-seekers because of
the priorities and sincere support of the top political leadership, then major advancements could be achieved. But when policy reformers employ alternative
strategies for institutional changes, policy reforms in various areas often result
in unexpected and undesired consequences.

“Borrowing” and “Cultivating” Institutions: Useless Recipes?
Most of the experts involved in the preparation and development of plans and
programs of policy changes in Russia clearly understand the pernicious effects of
the informal institutional core of bad governance on policy reforms. However,
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being hired by the authorities, they refrain from openly criticizing major obstacles to implementing the latter’s policy-making. Similarly, to many experts from
international organizations who work in Third World countries,80 they use an
Aesopian language full of euphemisms such as “poor quality of institutions” or
“unfavorable institutional environment,” referring to numerous “legacies” and
“institutional traps.” Since discussing major revisions of the foundational principles of bad governance (and hence the rejection of the entire politico-economic
order) is a kind of taboo, the experts seek ways not to undermine these obstacles
but to bypass or circumvent them. The key idea is not to demolish existing informal institutions but rather establish new and parallel formal institutions that
are based on other principles than the institutional core of bad governance. It
is expected that the new formal institutions will be more efficient, and for this
reason they may become embedded over time. According to these ideas, parallel
institution-building can gradually supplant the informal institutional core and
pave the way for a further strengthening of “inclusive” economic institutions81
and in the distant future, toward a slow step-by-step adoption of inclusive political institutions. This approach perfectly fits the logic of narrow modernization
and leaves reformers wide room for maneuver in institution-building.
In reality, two complementary strategies for institution-building, namely
“borrowing” and “cultivating” institutions, have been proposed as possible solutions by a group of leading Russian experts from the Higher School of Economics.82 “Borrowing” implies transplanting those institutions that have proved their
efficiency in various political and institutional contexts (not necessarily Western
ones) and could be adopted in Russia for economic growth and development
without a major risk to immediately undermining the informal institutional
core. “Cultivating,” by contrast, assumes that new norms, rules, and mechanisms
of governance in certain policy areas can be initially established as experimental
innovations under deliberately designed favorable conditions and may later be
applied to other policy areas. In theory, both strategies look reasonable and are
often suggested by international experts in developing countries.83 But the practice of bad governance puts them into question because of their essential flaws.
Borrowing institutions, which includes transferring advanced models and
practices of governance, is faced with a process dubbed “bastardization.”84 Initially, this term was used to indicate the declining quality of goods produced
in Russia using foreign technologies: domestic managers have few incentives to
maintain quality control and often intentionally violate technological standards
against the background of imperfect quality of corporate governance. Similarly,
one might observe bastardization of transferred institutions by those actors

46

chapter 2

who conduct their adoption and implementation in post-Soviet countries. To
some extent, this process is inevitable, because the transfer of certain institutions would impose excessively high costs on mid-developed states (including
post-Soviet countries). For example, the EGE in Russia is simultaneously used
as a final test for school graduates and an entrance exam for universities, while
in the United States and several other countries these two forms of tests are conducted separately. The adoption of a cheaper solution caused several problems
in implementing the EGE.85 But more often the cause of bastardization reflects
the “interests of those with the bargaining power to devise new rules.”86 The adaptation of borrowed institutions to Russia’s conditions is accompanied by their
intentional and deliberate distortion by powerful actors interested in the preservation and strengthening of the informal institutional core of bad governance.
A typical example of bastardization of borrowed institutions is the experience of implementing the “open government” initiative in Russia under President Dmitry Medvedev. The idea of a more open and transparent government
with active participation of ordinary citizens in policy discussions and the extensive use of modern information technologies was vigorously advocated by
Medvedev’s team as a part of his political rhetoric of “virtual liberalization.”87
The Russian state designated special funding for these purposes, and a minister
responsible for open government affairs was appointed to the cabinet.88 However, the mechanism was adopted from the Western practice of e-government,
which implies the use of the Internet both for provision of state services and for
feedback between citizens and the state (including civic legislative initiatives
and the like). In the Western political context, e-government works as a complementary mechanism to democratic governance, an addition to free elections,
independent media, rule of law, and so forth. In Russia, however, open government was designed as a substitutive mechanism of governance,89 and intended
to work instead for these political institutions, which had been eliminated and/
or weakened in the 2000s. From the viewpoint of governance in the West,
e-government served as an additional tool that helped to increase the efficiency
of the post-Weberian state apparatus. But in Russia, open government was considered a substitute for the administrative reform that had failed in the 2000s.
This failure occurred not least because of the work of Medvedev himself, who
had been responsible for overseeing it while he was serving in the presidential
administration.90 It is no wonder that the early promises of open government
remained largely unfulfilled; its role was limited to technological issues of the
websites of state and municipal agencies and some opportunities for ordinary
citizens to submit their letters of complaint via the Web. Open government has
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not empowered Russian citizens. They remain powerless petitioners, vis-à-vis
state officials, who may or may not respond to these complaints at their own
discretion. The final episode of bastardization of open government occurred
in February 2015, when the Anti-Corruption Foundation (led by Alexei Navalny) proposed a legislative initiative on ratification of Article 20 of the United
Nations Convention against Corruption (UNCAC), which implied, inter alia,
criminalization of illicit enrichment of state officials (Russian authorities had
previously refused to ratify this part of the UNCAC). Navalny and his team
gathered one hundred thousand signatures from Russian citizens via the Web,
which was a mandatory condition for further inclusion of this citizen legislative
initiative into the parliamentary agenda. But since this proposal was against
the interests of Russia’s ruling group, the open government board (appointed
by state officials) declined the legislative initiative using flimsy excuses.91 The
ideas of openness, transparency, and civic activism became irrelevant in this case.
The other approach that aims to constrain the informal institutional core is
purposeful cultivation of new norms, rules, and mechanisms of governance and
their gradual extension to new areas and policy fields in order to develop new formal institutions. This approach includes not only promotion and advancement
of spontaneously emerging good practices but also experimental establishment
and embedding of new norms, rules, and mechanisms of governance by reformers who, in turn, are explicitly or implicitly backed by the political leadership.
Since large-scale institutional changes are often countered both by the power
vertical and by public opinion, the cultivation of institutions sometimes serves
to prepare more fertile ground for certain policy innovations. In fact, the experimental nature of policy changes allows their details to be tested, thus averting
the risks of full-scale institutional failures. From this viewpoint, cultivating new
institutions is an appropriate technological solution that also makes it possible
to overcome resistance to major policy reforms. But in most cases, failures to cultivate new institutions are caused by political rather than technological factors.
Most large-scale institutional innovations are rather costly, face resistance from
various rent-seekers and bureaucratic inertia, and also need public legitimation.
The patronage of the top political leadership is necessary but often insufficient
to accomplish these goals. This is why cultivating institutions is often accompanied by using special organizational devices, known in the Latin American context as “pockets of efficiency” (analyzed in chapter 6).92 Their essence is that the
political leadership prioritizes a limited number of pet projects, which are implemented not within the framework of the power vertical hierarchy, but via deliberately created organizations and groups that enjoy exceptional official status
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and may operate beyond standard routines. Thanks to their relative autonomy
and effective patronage, these organizations and groups may escape bureaucratic
control, bear lower agency costs in comparison with their standard equivalents,
and have more room for maneuver thanks to promises of breakthroughs. Sometimes these promises are fulfilled, but this whole venture is rather risky. In the
context of Russian military history, the “Toy Army” of Peter the Great may be
considered the closest equivalent to pockets of efficiency in the late seventeenth
century: it served as a launching pad for a regular military establishment. The
Soviet atomic bomb and space programs to a great degree relied upon special
design bureaus (also known as sharashki), which may be regarded as the Stalinist
version of pockets of efficiency.
Pockets of efficiency are short-lived because of the fortunes of the political
leadership and its changing priorities and problems with continuity (outlined in
a more detailed way in chapter 6). Even if pockets of efficiency perform well and
accomplish their initial tasks, they rarely survive the subsequent routinization
and the loss of exclusive status. At the same time, their good practices are often
poorly diffused and may be rejected by other state agencies unless they are imposed top-down by the political leadership. Finally, the pockets are efficient precisely because of their relatively small size: when they begin to expand their scope
and become “too big to fail,” they may face degradation because their modes of
governance often copy the institutional core they aimed to combat. Often, the
informal institutional core of bad governance is able to rebuild pockets of efficiency, rather than vice versa, and the potential incubators of new institutions
may contribute to rent-seeking and serve the goals of the power vertical similarly
to their predecessors.
To summarize, one might argue that the parallel coexistence of the informal
institutional core and new norms, rules, and mechanisms of governance may be
instrumental in policy reforms in certain areas but cannot resolve their fundamental contradictions. The politico-economic order of bad governance imposes
high barriers to implementing the agenda of policy reforms. Neither the borrowing nor cultivation of institutions as such can increase the chances of their
success. Rather, these plans may be sacrificed for the sake of the regime’s survival,
and at a certain point may be launched again, thus contributing to a vicious circle
of elusive chances for successful socioeconomic advancements. The experience
of the politico-economic order of bad governance in the Third World93 demonstrates that such a circle’s pernicious influence cannot be easily constrained by
new norms, rules, and mechanisms of governance; it can reproduce itself under
various conditions.
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International Influence: The Limits of Imperialism?
The influence of international factors on domestic changes in post-Soviet Eurasia is often discussed in terms of Western-led democracy promotion, specifically regarding regime cycles and color revolutions (or lack thereof),94 while in
Russia this influence after the Soviet collapse has always been modest, to put it
mildly. But to what extent does international influence affect the quality of governance rather than regime dynamics in Russia and beyond? The answer to this
question is far from obvious, and not only because post-Soviet rulers perceive
foreign influence in any domestic arena as a threat to their dominance and tend
to resist it in various ways.
Following Steven Levitsky and Lucan Way, one can distinguish between international linkages and leverages: the former mechanisms connect a country
with an increasingly globalized world in terms of communications, technologies,
and knowledge, while the latter mechanisms emerge from attempts by international actors to affect domestic developments.95 As they rightly argue, the combination of relatively high linkages and low leverages (typical for Russia and some
countries of post-Soviet Eurasia) provides only weak incentives for democratization. The same is true for governance, especially given the fact that international
actors in the region and beyond pursue diverse goals and take different kinds of
actions, while their potential for positive influence on the governments of other
countries is rather limited.
In the most general sense, international leverages may help overcome bad governance only if and when they work complementarily to domestic efforts on this
front rather than being a substitute for them. If ruling groups are unwilling to
combat bad governance domestically, then any aid or assistance from the World
Bank, the International Monetary Fund (IMF), the European Union (EU), and
so forth, will have little impact. Moreover, the governments of the recipient countries often manipulate their donors, thus aggravating principal-agent problems,
while the donors have limited opportunities to improve the situation. Without
the domestic will to improve the quality of governance, international influence
can result in partial changes in certain policy areas at best or even legitimize the
preservation of the status quo of bad governance. In this respect, assessments of
Russia’s cooperation with the IMF in the 1990s are to be treated rather critically,
to say the least.96 The typical practices of postponement of policy decisions, partial and selective implementation of policy recommendations, Potemkin-style
showcase advancement of best practices at the expense of donors, and unfulfilled
(and often unrealistic) promises result from a lack of genuine interest on the part
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of the recipient governments in combating bad governance and from a lack of
enforcement mechanisms on the donor side. From this perspective, Russia in the
1990s looks no better than its African counterparts.97 Moreover, the efforts of
international donors in the region have often been counterproductive,98 and if
linkages are curtailed when countries become internationally isolated, or even
isolate themselves (like Russia after 2014), the odds of improvements in quality of governance are severely diminished. Conversely, these developments fuel
the domestic legitimation of bad governance under the slogan of “protection of
national interests,” while international legitimation loses any relevance at all;
internationally isolated or self-isolated rulers realize that they have nothing to
lose outside their respective countries.
International linkages may be regarded as a double-edged sword in terms of
bad governance because of the rise of the offshore economy, the outsourcing of
many important functions (such as legal resolution of commercial disputes) to
foreign jurisdictions, and plenty of exit options for post-Soviet elites who aim to
legalize their status and wealth in the West,99 thus hedging domestic risks. However, one should not underestimate or completely deny the positive effects of
international linkages on the quality of governance. Both the practical needs of
adjustment to international standards and the international diffusion of policy
ideas and best practices may contribute to driving countries toward good governance in certain sectors and policy areas despite the intentions of their rulers.
Juliet Johnson argued in her perceptive analysis of the rise of post-Communist
central banks that the engagement of the emerging community of top banking
officials in international networks played an important role in building the institutional independence of central banks and the prudency of their policies.100
Similar effects of internationally driven steps forward can be found in other
areas, ranging from major improvements in national statistics systems101 to tax
reforms,102 and attempts to advance Russia’s universities to the top of global
rankings (described in chapter 6). These signs of progress are similar to the pockets of efficiency that have been promoted internationally where domestic actors
have not prevented their formation (or sometimes have even supported them).
In terms of overcoming bad governance, the only winning combination involves both the domestic political will to implement structural reforms and institutional and policy changes and strong international linkages and leverages.
These two conditions are complementary rather than substitutive, as international pressure alone (without domestic drivers) may have only temporary and
shallow effects. The EU’s employment of conditionality with respect to East
European countries and commitment by East Europeans vis-à-vis their West

Post-Soviet Bad Governance: A Vicious Circle?

51

European partners may serve as the main positive, if short-lived, example of that
kind. The large-scale revision of domestic legislation and law enforcement practices in Eastern Europe was important not only from the viewpoint of regulatory quality in certain policy areas and of the effectiveness of governments. In
essence, these conditions implied international constraints on domestic sovereignty and a certain (though limited) possibility of enforcement of EU rules and
regulations regarding East European governments. Leverages became reasonably
effective mechanisms for constraining bad governance: if following the rules of
the game imposed by Brussels did not greatly improve the quality of governance
in Romania or Bulgaria, these rules at least created barriers to its major deterioration. Without EU accession, these and some other countries would probably
be governed no better than their counterparts in post-Soviet Eurasia.103
However, in the case of East European countries, EU-led external constraints
on state sovereignty become possible due to a voluntary choice by their elites
and citizens. In Russia this issue is far from the agenda, to say the least. The
problem here relates not only to the resistance of post-Soviet ruling groups and/
or the attitudes of Russian citizens but also to the incredibly high costs for those
nations that would impose constraints on the sovereignty of other states. Even
for the EU, attempts to enforce the integration of Eastern European states have
been quite costly, and this process is far from complete. Moreover, as soon as EU
leverages weakened over time after the accession of East European countries,
at least some of these countries—first and foremost, Hungary and to some degree, Poland—experienced major setbacks and reemergence of some institutions
and practices of bad governance in the 2010s.104 For Russia and its neighbors in
post-Soviet Eurasia, the possible costs of external imposition and enforcement
of new rules and norms aimed at overcoming bad governance would be prohibitively high. This is why the absence of an external intervention in the post-Soviet
politico-economic order, which would contribute to preserving the status quo, is
the more likely scenario: both fears and hopes of Western-imposed constraints
on sovereignty in the region appear to be unjustified. Thus, direct international
influence on the quality of governance in Russia is most likely to remain insignificant, with some exceptions.
Meanwhile, insulating bad governance in Russia from outside influence
under the guise of state sovereignty serves as a tool for preventing any improvements. State sovereignty serves as a shield for ruling groups; it helps to protect
them from any weakening political and economic power and from undesirable
institutional changes. The idea of defending sovereignty at any cost (including
banning foreign NGOs and limiting the import of Western foods and cultural
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products) is not paranoia but a rational strategy of the political leadership, who
claim sovereignty of their country while preserving and enlarging their personal
wealth. In theory, external constraints on state sovereignty imposed by advanced
countries may (but not necessarily will) create barriers for the informal institutional core, and in the longer term lead to a revision of the politico-economic
order of bad governance. One cannot exclude the possibility that further aggravation of Russia’s confrontation with the West, which was launched after
the 2014 regime change in Ukraine and annexation of Crimea, may turn into
a major challenge of this kind. From this viewpoint, Russia’s possible defeat in
a major conflict with the West may pave the way to external constraints on its
sovereignty and provide certain incentives for a gradual replacement of existing
political and economic institutions of bad governance by more inclusive rules
and norms. One cannot even imagine the potentially outstandingly high costs
for such a complex transformation in Russia. Yet the costs of preserving the vicious circle of post-Soviet bad governance may be even higher for Russia and for
the outside world.
To summarize, the emergence and consolidation of bad governance in Russia
and beyond has been driven by the weakness of constraints on conscious and
consistent construction of a politico-economic order where rent extraction is
the major goal and substantive purpose of governing the state. It has also been
affected by the combination of the following negative factors: (1) ideational reliance upon a “good Soviet Union” as a normative ideal for the ruling group and
society at large; (2) decline of open elite competition and reproduction of the
ruling groups; and (3) weak Western influence on Russia and a lack of mechanisms for international enforcement. At the same time, some advancements that
were achieved in certain sectors and policy arenas in Russia because of a winning
combination of domestic and international efforts had meaningful if limited influence on government effectiveness. However, the question of why constraints
on bad governance emerge in some countries, sectors, and policy areas but not
in others is worth further exploration. While an answer that places particular
emphasis on the process of institution-building and institutional performance
sounds plausible, variations in governance can be also explained in terms of the
differences in access to rents in various sectors and policy areas and barriers to
such access. One might also expect that bad governance in post-Soviet Russia is
a long-term feature of its future development. The next chapters will be devoted
to an in-depth analysis of its mechanisms.

Ch a pter 3

Authoritarian Modernization
Illusions and Temptations

T

he authoritarian modernization project sounds tempting
in various political and social settings. This project is perceived in the
narrow sense as a set of technical policy measures aiming to achieve
a high level of socioeconomic development through rapid economic growth,
while the broad aspects of political modernization (that is, political freedoms)
either remain beyond the current modernization agenda or are postponed to
a distant future. The attractiveness of authoritarian modernization, advocated
by numerous scholars and experts during the Cold War,1 greatly increased in
the twenty-first century fueled by recent economic advancements in China and
once again endorsed by numerous experts, policymakers, and citizens across the
globe.2 There is a strong temptation to implement successful socioeconomic policies with a free hand, without the constraints and defects inherent to democracies, as authoritarianism allows the government to be insulated from the impact
of political parties and policy preferences of the mass public.
Post-Communist Russia may be regarded as an instance of this phenomenon:
not only are ideas and policies of authoritarian modernization deeply rooted in
Russia’s Soviet and imperial past, but its current agenda also fits certain interests and expectations of both Russia’s elites and society at large.3 To a certain
degree, authoritarian modernization became Russia’s response to the numerous
challenges of the complex process of post-Communist transformation of Russia,
which included simultaneous political regime changes, economic reforms, and
state-and nation-building (known in the jargon of the 1990s as the “dilemma of
simultaneity” amid the “triple transition”).4 During this process Russia’s elites
and citizens alike sacrificed democracy for the sake of a market economy and
a strong state,5 and this choice affected various dimensions of Russia’s further
development including the quality of governance.6 I argue that the pursuit of
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authoritarian modernization in post-Communist Russia became one of the
main origins of the politico-economic order of bad governance in the country.
This is why it is necessary to explain how authoritarian modernization emerged
as a mainstream of Russia’s political and socioeconomic trajectories and how this
project has contributed to bad governance.
The main problem of authoritarian modernization is that “success stories” of
its policies are relatively rare, with the major notable exception of China. In the
second part of the twentieth century, autocracies demonstrated a much higher
diversity of economic growth rates and developmental trajectories than democracies. In fact, this diversity led to Dani Rodrik’s comment (cited in chapter
1) about the uniqueness of success stories like Singapore amid many stories of
failure like the Congo: a few examples of building effective states and prosperous
economies in autocracies coincide with numerous cases where dictators drive
their countries into decay and deterioration. From this perspective, the political
and economic trajectories of post-Communist Russia resembled pendulum-like
swings. In terms of the political regime, after the great liberalization under Gorbachev, during the 1990s and especially in the 2000s, the country quickly deteriorated into a personalist electoral autocracy.7 In terms of socioeconomic development, after the deep and protracted transformation recession of the 1990s,
Russia demonstrated impressive growth in the 2000s, which resulted not only
from the steep rise of global oil prices but also from policy changes launched by
the government.8 In terms of state-building, Russia avoided the threat of disintegration in the 1990s and greatly strengthened its coercive and distributive
capacity in the 2000s,9 yet remained an inefficient state with a poor quality of
governance.10 Some authors have argued that these tendencies are natural for a
country with the highly problematic legacies of Communism11 and weak linkages with the West,12 but have expressed hopes that they may be overcome over
time through decades of growth and development with preservation of the political status quo.13 However, other observers (including the author of this book)
have expressed major skepticism of such hopes and prospects.14
Since 2014, after Russia annexed Crimea and dragged itself into a major conflict with the West against the background of its geopolitical ambitions, rising
economic problems, and questioning if not complete denial of policy goals of
growth, development, and international integration, the agenda of authoritarian
modernization in Russia has been dramatically challenged. No one believes that
the experience of the golden age of rapid economic growth and great expectations from 1999 to 2008 will return, at least in the foreseeable future. Yet now
the time is ripe to reconsider the role of the authoritarian modernization project

Authoritarian Modernization

55

in Russia’s political and economic changes at the end of the twentieth and the
beginning of the twenty-first century with an emphasis on the central ideas,
institutions, and policies that contributed to this project and its implementation. This focus will help to explain the role of authoritarian modernization
in the making of bad governance in Russia. Discussing these issues is essential
not only for an understanding of the logic and peculiarities of post-Communist
changes in Russia but also for mapping Russia’s trajectories onto the global map
of varieties of modernization, both in contemporary and historical comparative
perspective.
Indeed, why have Russia and its neighbors in post-Soviet Eurasia pursued
authoritarian modernization after the Soviet collapse (unlike some countries of
post-Communist Eastern Europe)? What is the ideational agenda behind this
project and why does it dominate Russia’s post-Communist political landscape?
What are the mechanisms that maintain this project and how have they adopted, absorbed, and affected various institutions and practices of governance in
Russia? Why has this project brought diverse results in various policy areas, and
why have the consequences of certain policies become rather controversial from
the viewpoint of governing the country? And why, despite so many controversies, shortcomings, and flaws, has this project remained attractive in the eyes of a
large proportion of Russian elites and Russian citizens? This chapter is intended
to address some of these questions and propose several tentative answers, which
will be also discussed in the following chapters, aimed at analyzing the impact of
the authoritarian modernization project in post-Communist Russia on Russia’s
politics of bad governance.

The Discreet Charm of Authoritarian Modernization
The concept of modernization (like any major concept in the social sciences) has
its own distinct history. Since the boom of modernization theory in the 1950s
and 1960s,15 through nearly universal criticism in the 1970s and 1980s, there has
been a large question mark hanging over the term “modernization.” However,
more recently this conceptual framework has been revived with regard to analyzing the influence of social, economic, political, and cultural changes on the
developmental trajectories of states and nations in a comparative and historical
perspective.16 This is why in present-day scholarly jargon, modernization is merely
associated with progress and development in various directions (be it human capital, economic prosperity, and/or political freedoms) as well as with certain policies in various areas aimed toward such progress in one way or another. These
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policies are often labeled “reforms,” although some critics tend to portray them in
a negative light as instances of “neoliberalism.”17 Scholars of different disciplines
and academic schools attempt to discover the causal mechanisms of developmental progress and regress in various countries and understand the logic of why some
of them over time tend to move toward the “open access order”18 and the prevalence of “inclusive” economic and/or political institutions, while others do not.19
One of the most contentious issues of modernization, which arises in numerous discussions, is related to the impact of political regime dynamics on modernization—to what extent the success and failure of modernization depends
upon democracy and/or authoritarianism. Can socioeconomic development be
pursued successfully simultaneously with political democratization (“broad,” or
democratic modernization) or rather, should economic growth and development
precede political opening (“narrow,” or authoritarian modernization)? Yet, from
a distant historical perspective, major European modernizations were authoritarian nearly by default,20 and in the second half of the twentieth century this
issue came to the forefront in the atmosphere of bipolar rivalry between Communist and capitalist systems during the Cold War. At that time, some proponents of development theories, alongside international organizations such as the
World Bank, openly endorsed ideas of authoritarian modernization, mainly for
political purposes21 perceiving them as an instrument for countering Communist expansion and opposition to populist economic policies.22 This approach is
deeply rooted in scholarly literature23 and is fueled by success stories of various
authoritarian reforms, ranging from South Korea in the 1960s–1980s to Chile
under Pinochet. The idea of authoritarian policy-making was popular at that
time among many international experts in the World Bank and other agencies,
as they believed that authoritarianism would be able to implement those unpopular policies that are so often blocked under democratic regimes.
The triumphant perception of global democratization after the end of the Cold
War24 was short-lived, and discussions on the advantages and disadvantages of
authoritarian modernization, dating back to the 1960s, reemerged within the
context of post-Communist changes.25 Support for the project of narrow authoritarian modernization came from the proponents of the Chinese developmental
trajectory amid numerous problems of democratic development in various parts
of the globe.26 These discussions were also relevant in the Russian domestic context, as sacrificing democratization for the sake of economic reforms became a
mainstream of Russian politics and policy-making soon after the Soviet collapse
against the background of the “roaring” 1990s.27 This approach was vigorously advocated in 2009 by then-president Dmitry Medvedev in his manifesto on Russian
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modernization.28 Judging from this perspective, contemporary Russia may be regarded as a laboratory for authoritarian modernization, with its dilemmas, challenges, and constraints. Since the failure of Gorbachev’s reforms, when political
opening and inconsistent economic half-measures contributed to the collapse of
the Soviet Union, Russia’s rulers have tended to limit or curtail political freedoms
and prioritize economic development and state-building in their agenda. While
this development has brought mixed and controversial results, the question of
the impact of various factors on implementing the authoritarian modernization
project remains open, and reexamining the post-Communist Russian experience
with an emphasis on its ideas, institutions, and policies might shed some light on
these issues. In particular, how did the sources and mechanisms of authoritarian
modernization in Russia (and elsewhere) affect the rise of bad governance?
The main arguments for the authoritarian modernization project—in Russia
and elsewhere—are both ideational and pragmatic (their lines are complementary rather than antinomies). In terms of ideas, the authoritarian modernization
project is based upon normative criticism of the political and social empowerment of citizens in modernizing countries as a source of major instability, conflict, and disorder.29 A sequence that implies a gradual construction of a strong
and efficient state and long-term economic growth and development, as well
as possible postponement of democratization for many decades, is considered
a desirable alternative; although it is not a combination of the best of both
worlds, it is at least an avoidance of their worst combination. In pragmatic terms
of conducting policy reforms, authoritarian modernization is preferred over a
democratic one because the process of democratization as such presents a risky
environment for building efficient states and markets. In essence, democratic
regimes are full of inherent defects that make economic reforms problematic.
Among these defects, the following are the most important:
1. competitive elections result in “political business cycles,” which contribute
to short-term populist policy solutions and prevent the implementation of
long-term developmental plans;30
2. the separation of powers allows powerful veto players to block major policy
decisions and/or dilute their substance;31 moreover, for federal states, the
difficult combination of horizontal and vertical separation of powers may
contribute to the risks of “joint decision traps”;32
3. multiparty governments and coalition politics result in adopting compromise policies, which also bring instability because of the fragility of party
cooperation;33 and
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4. the representation of interest groups and political parties stimulates the
domination of distributional coalitions that are engaged in rent-seeking
and aimed at state capture (that is, turning state policies into hostages of
private actors) by leveraging their access to governmental posts to reward
their allies.34

These pitfalls are unavoidable in various political contexts. Many experts have
noted the inefficiency of policy reforms under democracies, ranging from Latin
America35 to Eastern Europe,36 where both the interests of political actors and
the institutional settings hindered efficient socioeconomic policies or even contributed to their failure. This criticism is so widespread that it has contributed to
hopes for reform-minded leaders, supported by teams of well-qualified experts,
who would be capable of modernizing their respective countries without the
fear of losing power and/or being trapped by populists and rent-seekers. It is no
wonder that some authors have suggested implementing major socioeconomic
reforms in Russia under conditions of authoritarianism as a response to the “dilemma of simultaneity.”37 Again, within the framework of this argument, democratization is considered at best a distant side effect of step-by-step creation of
efficient institutions that provide stable long-term economic growth. Given the
fact that the average economic growth in both democratic and nondemocratic
regimes in the second half of the twentieth century was nearly the same,38 it is
unsurprising that the authoritarian modernization project has been perceived as
a plausible recipe for several countries, including post-Communist ones, by some
experts,39 despite major criticism from others.40
Why is the evidence for the performance of authoritarian modernization so
mixed, to say the least? In fact, the experience of the various states and societies
involved is different in terms of their initial conditions and international and
historical environment. Not many countries combine the advantages of relative
underdevelopment and strong potential for catching up with advanced states and
societies41 with an “embedded autonomy” of the state apparatus42 and a “Weberian” quality of bureaucracy,43 as well as with a relatively high level of human
development. This combination cannot emerge by default and/or be built by
design, at least in the short term. On a related note, few of these countries can
effectively conduct export-oriented policies against the background of deep international engagement and a favorable global economic and political climate.
Also, one should consider the effects of varieties of authoritarianism given
their differences in longevity and performance. While among hegemonic autocracies, monarchies and one-party states are better suited to conducting long-term
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developmental policies and improving their quality of governance, but personalist regimes are rarely successful in this respect because of their relatively short
life expectancy.44 They suffer from the same defects as democratic polities, that
is, political business cycles and distributional coalitions of rent-seekers do not
disappear under conditions of electoral authoritarianism. But these regimes also
rely heavily on mechanisms such as a politicized state-controlled economy and
the patronage and buying of loyalty of the elites and the masses alike.45 All of
these instances provide incentives for politicians and bureaucrats that prevent
the implementation of major policy changes. In addition, they also face the
risk of leadership change as an outcome of electoral conflicts and elite breakdowns, and this key challenge contributes to a short-term planning horizon in
electoral authoritarian regimes vis-à-vis their hegemonic counterparts.46 Since
the regime’s survival depends on mass support to a greater degree than either
in hegemonic autocracies or in democracies, large-scale modernization (even in
a narrow format) is a risky project for electoral authoritarian regimes and their
leaders who tend to avoid long-term developmental goals.47
Yet another important constraint for authoritarian modernization is the limited set of political tools available to a regime to achieve such a project’s goals. In
pursuit of policy reforms, authoritarian leaders can rely on bureaucrats, siloviki,
or the hegemonic (or dominant) party, or a combination of these pillars.48 However, these mechanisms are rarely useful for implementing reforms. For efficient
use of bureaucracy (one tool of authoritarian modernization that was employed
in Russia) the reformers need a decent quality to the state apparatus: a high
level of professional qualification among officials, strong incentives for them
to achieve the goals set by the reformers, and an embedded state autonomy (the
bureaucracy’s insulation from the influence of interest groups).49 Leaders cannot develop these conditions from scratch, they can build these mechanisms
only over a long period of time. However, the longevity of authoritarian regimes is usually much shorter than what is necessary to build an efficient state
bureaucracy.
Finally, the ideational considerations of political leaders and their perceptions of the past, present, and future of their respective countries greatly influence their policy agendas in terms of priorities, directions, and choices. Even
those leaders who aim at authoritarian modernization may opt for different
role models and pursue different strategies. And even the good intentions of
policy reforms do not always lead to success, given the fact that conducting policy changes is not only a technocratic matter of expertise and advice but also a
political matter of the balance of interests and incentives among the powerful
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members of authoritarian winning coalitions, which are built and maintained
around rulers. The hidden but stiff competition among various segments of
elites often explains why policy reforms may be sacrificed for the sake of the
regime’s stability in order to prevent possible elite breakdown.50
From this perspective, the Russian experience of authoritarian modernization, both historical and contemporary, is rather contradictory. On the one
hand, Russia was and still is in the second echelon of countries in terms of socioeconomic and human development, well above the global average level, and
numerous attempts at its modernization in the nineteenth, twentieth, and twenty-first centuries were essentially intended to catch up to advanced states and
societies. Still, the poor quality of the state, and especially of its bureaucracy,
which for a long time has operated within the framework of patrimonial governance, has remained the weakest link of Russian modernization over decades
and centuries,51 although the rapid changes after the Great Reforms of Alexander II greatly reduced the time lag between Russia and its European neighbors.52
Apart from Russia’s imperial past, numerous experts have devoted many pages
to discussing the negative effects of Communist legacies on contemporary developments,53 so the initial conditions of post-Soviet modernization in Russia
already do not sound very promising. On the other hand, the semi-peripheral
position of Russia in the global economy and the outstandingly high role of
natural resource sectors in its development, alongside the difficult consequences
of Soviet strategic planning, have contributed to major “bear traps” of post-Soviet modernization.54 Certainly, the relative isolation of Russia from the outside
world in terms of both linkages and leverages55 and the juxtaposition of Russia to
the West in terms of international politics—both during the Cold War and after
the annexation of Crimea—were hardly productive for modernization.
Regarding the political regime dimension, two attempts at Russia’s democratization—after the monarchy was overthrown in 1917 and after the collapse
of Communism in 1991—have failed. The former resulted in civil war, and the
latter coincided with the breakdown of the Soviet state. In both cases, these
failures paved the way for the emergence of authoritarian regimes on the ruins
of unfulfilled democratic promises. However, the Soviet authoritarian modernization under Stalin caused a colossal number of victims and heavy losses
of human potential while its economic achievements were questionable.56 The
post-Stalin rejection of repressions as the main tool of governing the country
brought mixed consequences to Soviet socioeconomic development, and over
time the potential of Soviet modernization was completely exhausted.57 The
post-Soviet authoritarian modernization project, to some extent, also emerged
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on the ruins of unfulfilled promises of democratization and economic reforms
under Gorbachev,58 while the mixed results of the market changes of the 1990s
after the Soviet collapse contributed to the rise of the Russian economy in the
2000s59 against the background of increasing authoritarian tendencies.
The electoral authoritarian regime that emerged in Russia after the Soviet
collapse of the USSR is not unique, but it has several features defined by the
pattern of post-Communist transformation. In the 1990s, policy reforms faced
the problem of a weak state with a high level of horizontal and vertical fragmentation.60 As a result, the central government resorted to compromises with
oligarchs and regional leaders, which raised the social costs of the reforms.61
Strengthening state capacity, alongside the rapid economic growth of the 2000s,
allowed the central government to implement its policies relatively successfully
and reduce the influence of oligarchs and regional leaders alike.62 But the poor
quality of public administration and the bureaucracy’s inefficiency were major
constraints.63 By the time of the Soviet collapse, the bureaucratic machine had
already been suffering from deep institutional decay, and the post-Soviet period
deepened these problems. Electoral authoritarianism provided incentives for the
use of the state apparatus to maximize electoral results64 to the detriment of the
quality of governance, as the Kremlin preferred loyalty rather than efficiency in
political appointments.65 The regime’s dependence on buying electoral loyalty,
so vividly visible in the 1990s,66 increased further still in the 2000s and in the
2010s.67 In sum, such a combination of features of Russia’s regime created the
main barriers to the authoritarian modernization project.
Finally, ideas and perceptions also affected the authoritarian modernization
project in Russia. While Soviet authoritarian modernization was driven by the
ideas of Communism and by the ambition of building a new international role
model for other societies, the post-Soviet ideational agenda was different in
many ways. First, in late twentieth-century and early twenty-first-century Russia, ideas played a relatively negligible role vis-à-vis the material interests of elites
and of society at large.68 Second, for the political leaders who came to power
in Russia in the 2000s, the perceptions of “a good Soviet Union”—an updated
version of political, economic, and international system of the past, which would
demonstrate a good performance and avoid risks of major changes—served as a
role model that determined their ideational frame of reference.69 To some extent,
these tendencies also resulted from overreaction by elites and the mass public to
the collapse of Communism and of the Soviet Union. But in practice, retrospectively oriented worldviews are hardly conducive to any modernization projects,
including authoritarian ones. Perceptions of an existential threat to the political
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status quo (which were driven by the wave of regime changes in post-Soviet Eurasia, labeled “color revolutions”) also impeded modernization plans because of
shortening time horizons for elites and because of the need to divert the state’s
resources to buying the loyalty of elites and the masses alike.70 In addition, the
regime’s focus on media manipulation, which serves as a major tool for maintaining contemporary authoritarian regimes (known as informational autocracies),71 contributed to misperceptions not only among society at large but also
among elites who often made ill-suited decisions because of a lack of independent sources of information and inappropriate feedback. For as long as Russia
experienced rapid economic growth from 1999 to 2008, these regime-induced
flaws of the authoritarian modernization project were partly compensated for by
the inflow of money, which was sufficient for keeping the winning coalition together and avoiding major schisms among elites and public demand for changes.
In the 2010s, against the background of rising economic problems and major
conflict with the West, the risk of regime disequilibrium greatly increased,72 and
the authoritarian modernization project in Russia came under question.
Still, the “myth of authoritarian growth”73 remained a mainstream of Russia’s approach to socioeconomic development and policy-making after the Soviet
collapse against the background of strong statist and illiberal components of
thinking among Russian elites.74 No democratic alternatives for modernization projects regarding the agenda of socioeconomic development were discussed seriously, and these issues lie at the heart of policies followed both in
the conflict-ridden 1990s75 and during the period of “imposed consensus” of
the 2000s.76 However, a positive combination of factors brought certain successes using this approach during the wave of policy reforms launched in the
early 2000s, which may be regarded as the golden age of Russia’s authoritarian
modernization project. The overcoming of the protracted transformation recession of the 1990s, the restoration of the coercive capacity of the Russian state,
the major recentralization of governance, and the consolidation of the Russian
elites, as well as prudent technocratic solutions in certain areas such as tax and
fiscal reforms, resulted in numerous advancements in Russia’s socioeconomic
development in various fields.77 As one can observe from figures 1 through 4, the
period between 2000 and 2005 was very productive for improving the quality of
governance in Russia in terms of the rule of law, control of corruption, regulatory quality, and government effectiveness. This improvement largely reflected
the effects of policy reforms, which are analyzed in more detail in chapter 4.
Yet one cannot step into the same river twice: the widely proclaimed proposal of modernization made by Dmitry Medvedev during his presidency78 was
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just a brief campaign with an emphasis on technological advancements (such
as high-tech development and other innovations). This campaign faced major
structural and institutional constraints, and during the turbulent political
changes of the 2010s it brought partial and controversial results. These results
were accompanied by major instances of misbehavior by state officials79 or even
faded away entirely. In fact, the modernization campaign has nearly been forgotten by the Russian public at the moment of writing this book and had rather negligible impact on the dynamics of the quality of governance in Russia. However,
the boom of the 2000s is still perceived as a kind of model for the modernization
project in Russia, even though it was a context-bounded phenomenon.
Besides these explanations, the attractiveness of the authoritarian modernization project in Russia is also rooted more deeply: the perceptions of the “uniqueness” and “special path” of the country and obsession with status-seeking among
Russian elites, intellectuals, and society at large provide fertile grounds for this
approach.80 As one of Putin’s former advisors confessed in an interview, in the
early 2000s the major arguments in the Kremlin’s inner circle for the need for
authoritarian modernization were related to the claim of strengthening Russia’s
international position: “Putin became the author of the ‘Russian miracle’ despite widespread expectations that Russia would leave the global stage and turn
into a second-order country like Indonesia.”81 Although international ambitions
often contributed to the rise of entrepreneurship and catch-up development
among late-modernizing countries,82 in Russia’s case they also coincided with
a desire for major revenge vis-à-vis the West given the loss of great power status
after the end of the Cold War and the collapse of the Soviet Union (judged by
Putin to be “the greatest geopolitical catastrophe of the twentieth century”).
In other words, economic development and related social changes (the increase
in incomes, education, and the like) were perceived by Russia’s rulers merely as
means rather than goals of modernization. These tendencies became explicit
after 2014, in the wake of Russia’s conflict with the West over Ukraine, which
contributed not only to its increasing international isolation but also to a major
shift in its domestic agenda. The authoritarian modernization project was not
officially curtailed, but its modernization dimension has been reduced to naught
amid sluggish economic growth and stagnation of real incomes of Russians. Not
only has there been a “tightening of the screws” in the political arena,83 but economic development priorities have also been supplanted by ambitious geopolitical goals and foreign policy tasks. Policy moves ranging from an import ban
on many foreign food products, which caused a steep rise in consumer prices
and poor-quality import substitutes, to the law on preferential use of Russian
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computers and software for state orders and in state-owned companies greatly
benefited certain interest groups but were not conducive to the country’s development. However, it is too early to discuss whether the myth of authoritarian
growth in Russia will be debunked any time soon. Even though these ideas and
related policies might no longer be a part of the current agenda, the discreet
charm of the authoritarian modernization project is powerful not only because
of the endurance of ideas and institutions but also because of the vested interests
of those who benefit from this project.

Dilemmas, Challenges, and Constraints
The authoritarian modernization project in contemporary Russia faces several
dilemmas, challenges, and constraints. Without attempting to compile an exhaustive catalog, some of the related issues are worth further consideration in
light of Russia’s experience. In addition to the classic dilemmas of an authoritarian regime’s response to rising political demands in the wake of modernization
(the “king’s dilemma”) and a ruler’s response to inefficiency of the state bureaucracy (the “politician’s dilemma”), one may also consider important challenges
that placed unavoidable constraints on this project. They include the challenge
of unfulfilled promises (when expectations of progress and rapid catch-up to
advanced countries proved to be wrong) and the challenge of mediocrity (despite
claims of Russia’s greatness, in fact its socioeconomic profile is close to that of an
average “normal country”).84
The “king’s dilemma,” outlined by Samuel Huntington in his analysis
of risks of modernization in traditional monarchies,85 remains relevant in
post-Communist Russia. Economic growth and development, which lie at the
heart of the authoritarian modernization project, have contributed to the rise
of mass demand for political freedoms (first and foremost, among the urban
middle class) as an unintended consequence. The wave of political protests that
swept Russia in 2011–2012 was a typical instance of this demand caused by the
economic and political changes of the 1990s and 2000s.86 Thus, the political
leadership faced a difficult choice between the continuation of the authoritarian
modernization project (increasing the risk of further political disequilibrium)
and preservation of their rule at any cost, including the reduction of this project. While hegemonic authoritarian regimes often take the risk of modernization because of their reliance upon a traditional monarchy, dominant party, or
military,87 electoral authoritarian regimes are based upon political institutions
that mimic and substitute for those of democracies (such as elections, political

Authoritarian Modernization

65

parties, and legislatures)88 and are therefore more vulnerable to political disequilibrium. The reliance of Russia’s rulers upon sophisticated techniques of political
control such as tools of state dominance over the Internet and umbrella GONGOs (government-organized non-government organizations)89 is intended to
mitigate these risks, but their impact is limited and may result in unintended
and undesired side effects in terms of development. These considerations, alongside the short-time horizon of electoral authoritarian regimes, provide more incentives for curtailing the authoritarian modernization project if rulers perceive
major domestic and international threats to their political survival—although
these threats may be overestimated.
The asymmetric response of Russia’s rulers to the 2011–2012 mass protests,
which included not only tightening of the screws in domestic politics but also
launching a major international conflict with the West over Ukraine, was in a
way, also addressed to the king’s dilemma. Then Vladimir Putin suddenly shifted
his priorities from development to geopolitics and sacrificed the goals of modernization for the sake of international influence and domestic popularity.90 Although this response provided other risks of disequilibrium than those caused
by economic growth and development, from the viewpoint of modernization its
consequences were even more devastating than attempts to preserve the political
status quo (more typical for the king’s dilemma). Policy reforms disappeared from
the Russian leadership’s list of priorities, and it is difficult to expect that the agenda
of rapid growth and development that was so vigorously advocated in the early
2000s will be revitalized any time soon under the current regime’s conditions.
The “politician’s dilemma” was analyzed by Barbara Geddes in her study of
policy reforms in Latin America:91 the top-down modernization efforts of the
political leadership encountered resistance from major interest groups and the
notorious inefficiency of the bureaucracy. The essence of reforms can be buried
or perverted or alternatively, they can be implemented only through a partial
solution where rulers offer some special conditions for their conduct, known as
“pockets of efficiency.”92 This dilemma became acute in contemporary Russia,
and several failures of major policy reforms clearly demonstrated its salience.93
Russia’s reformers either adjusted their proposals to compromise with bureaucracy and/or interest groups or attempted to bypass standard procedures and
find some alternative institutional solutions for conducting certain policies. In
both instances, policy successes were rather mixed.
A compromise solution was achieved in the early 2000s in the case of the
pension reform policy in Russia, which might have long-term effects for further
generations, while its adoption and implementation was able to bring immediate
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gains and losses to current political and policy actors. The major conflict between two policy coalitions, the liberal “young reformers,” who promoted new
ideas of adoption of an accumulative pension system, and the old-style bureaucracy, which insisted on preservation of the previous status quo mainly because
of its vested interests, resulted in an imperfect compromise between these two
approaches.94 While the interests of all participants were satisfied, the policy
outcomes were suboptimal, and opportunities for major changes were missed.
In other words, the previous status quo of the inefficient and deficient pension
system has been preserved for the sake of maintaining a balance between the
demands of state bureaucrats, employees, and employers. Yet the problems of the
inefficiency of the pension system continued over time, while the deficit of the
Pension Fund steadily increased. In the end, this solution paved the way to the
unpopular sudden increase in retirement age for Russians in 2018, which has not
been accompanied by structural reforms and has merely reproduced the status
quo at the citizens’ expense.95 Policy compromises with bureaucrats and with
major interest groups (such as old-style trade unions in the case of labor reform)96
contributed to the weakening of proposed policy changes, and policy outcomes
were far from the desires of the proponents of modernization. Meanwhile, attempts to bypass regular procedures may contribute to short-term successful policy implementation, but in the medium term these policy innovations may face
major revisions (some of these issues are discussed in chapter 6).
The challenge of unfulfilled promises has been an inherent feature of Russia’s
modernization since the early Soviet period. After the Bolshevik Revolution,
Russia failed to catch up to advanced countries in terms of the economic development of its major components such as labor productivity or living standards,
despite the positive effects of industrialization, urbanization, and education;
the main flaws of Soviet modernization were unavoidable and contributed to
the collapse of Communism.97 The attempt to reform the Soviet system under
Gorbachev was ill-prepared and based on many illusions and misunderstandings
among the elites, so it is no wonder that its failure was perceived by Russian
society as an unfulfilled promise. The turbulent period of post-Soviet reforms
of the 1990s also had a controversial impact on public perceptions, and these
major disillusionments were only partially compensated for during the period of
rapid economic growth between 1999 and 2008. They also contributed to mass
expectations of the “strong state” as the main if not the only provider of material well-being for Russians. The problem is that the end of this boom and the
increasing troubles of the Russian economy further aggravated the perceptions
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of unfulfilled promises among elites and masses alike: the failure of Medvedev’s
modernization campaign and the following wave of protests in 2011–2012 were
clear evidence of that. To some extent, large-scale state propaganda in Russia
and the tendency toward the country’s international self-isolation, although instrumental for the survival of the regime and its rulers, fueled these perceptions,
contrary to Abraham Lincoln’s famous remark that one cannot fool all the people all the time. The primary danger of lost illusions relates to certain feelings
that any modernization efforts in Russia (whether authoritarian or not) may
be doomed nearly by default regardless of the contents and mode of conduct of
policy reforms.98 Despite the fact that these feelings are strongly grounded in
some interpretations of Russian culture, both historical and contemporary, one
should avoid falling into the hopelessness of determinism and not see Russia as
a country lacking any prospects for successful modernization.
The challenge of mediocrity results from the belief, quite widespread among
many Russians, that Russia is a great and unique country, and it is worthy of
extraordinary first-rate recognition by other states and nations because of its
major past achievements in various areas, ranging from military victories to cultural glories. This retrospective understanding of Russia’s place in the modern
world contributes to certain status-seeking efforts but is of limited relevance to
a present-day modernization strategy. In many ways, Russia is an average normal
country with numerous problems not so dissimilar to mid-developed states and
nations. In a sense, the disjuncture between self-perception and reality is similar
to the behavior of some teenagers. Drawing parallels with the distribution of pupils in a school class, Russia is neither an “A” student of world development (like
Denmark) nor a complete “F” student à la Zimbabwe, but rather something of a
“C” student. It is not much different from say, Argentina, one of the fast-growing economies and emerging democracies of the early twentieth century, which
recently lost even regional leadership to a more dynamic Brazil after some decades of turbulent regime changes. Like some “C” students, Russia is more or
less coping with its current troubles but cannot radically improve its grades.
Like many “C” students, Russia simultaneously demonstrates an envy of more
successful “A” students and juxtaposition of itself to them: despite the official
rhetoric of fear and loathing of the West, Russians prefer to drive a Mercedes or a
Toyota, use an iPhone or a Samsung, and want their children and grandchildren
to graduate from Oxford or Harvard. The awkward combination of mediocrity and inadequate self-estimation affects not only Russia’s ideational agenda
but also its institutional performance, as the country does little to improve its
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quality of governance—again, similarly to some “C” students, who invest little
effort in elevating their poor grades.
This list of dilemmas and challenges is hardly unique, having been faced by
several autocracies that found themselves between a rock and a hard place when
they aimed at modernization and rapid socioeconomic development, on the
one hand, and preservation of power of authoritarian rulers, on the other. As
Bruce Bueno de Mesquita and his coauthors rightly put it, due to the primacy
of politics over policy, autocrats often tend to sacrifice goals of modernization
for the sake of their own political survival.99 Although such a prioritization is
natural and such a statement is empirically based on solid evidence from several
dictatorships, the connection between authoritarianism and modernization is
not always substitutive, but rather, complementary. In other words, some authoritarian leaders pursue modernization-oriented policies simultaneously with
building and fortifying their powers and try to achieve their goals in both areas.
At first sight, such a dual-track strategy under the auspices of benevolent dictators sounds like a reasonable solution to the numerous problems of authoritarian modernization. However, the above-stated dilemmas and challenges impose
certain constraints on implementing this strategy in real terms. It does not mean
that autocrats always sacrifice modernization-oriented policies (as the logic of
political survival presumes) but the goals and means of these policies undergo
major changes. And yes, Russia is not unique in this respect: by the 2020s the
authoritarian modernization agenda in Russia has been sacrificed for the sake
of political regime stability. 100
In essence, these challenges and dilemmas put significant constraints on
improving the quality of governance in Russia. On the one hand, proponents of an authoritarian modernization strategy aim at a delicate balance
between achievements in growth and development and maintenance of the
political status quo. On the other hand, attempts at improving the quality
of governance may be risky for unity of the winning coalitions because they
pose threats to the vested interests of rent-seekers of various kinds. It is no
wonder that incentives for major policy changes that may challenge the politico-economic order of bad governance have become limited to short-term campaigns and have weakened over time. While in the early twenty-first century
the post-Communist Russian experience may be considered an example of a
coexistence of authoritarian modernization and bad governance under a dual-track strategy, after 2014 the agenda of modernization has been wiped away
while persistence of authoritarianism remains the goal, thus strengthening the
politico-economic order of bad governance.
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Authoritarian Modernization in Russia—Mission: Impossible?
It is no wonder that rent-seeking, poor quality of the state regulations and lack
of the rule of law impose major barriers to successful implementation of policy reforms. However, unlike many Third World countries, which are widely
perceived as hotbeds of stagnation under dictatorships, post-Soviet Russia for
a while displays an opposite trend: rapid economic growth in the 2000s served
as a major source of building and further maintenance of the politico-economic
order of bad governance. At that time, Russia’s ruling groups were interested
in growth and development not only to increase the amount of rents and to
satisfy the appetites of numerous rent-seekers but also because of the need for
legitimation of the political regime.101 Although by the 2020s this agenda was
seemingly exhausted, and the word “modernization” almost disappeared from
Russian political discourse after Dmitry Medvedev lost his presidential post in
2012,102 great developmental ambitions (in the form of national projects and the
like) remained an important part of policy-making in Russia. The reshuffling
of the Russian government in 2020 further revitalized ambitions of a successful implementation of the authoritarian modernization project. Post-Soviet bad
governance in Russia implicitly assumes high aspirations by ruling groups. But
given the conditions of the Russian state and regime, the agenda of narrow modernization faces major obstacles. Policy reforms that infringe on the interests of
influential rent-seekers have often been curtailed, and even those policies backed
by powerful supporters may lead to unintended and undesired consequences.
These consequences depend not only on specific policies in certain areas, but
to a great degree on the hierarchical mechanism of policy-making within the
framework of the power vertical, with its aggravation of principal-agent problems (analyzed in detail in chapter 2). Therefore, policy reforms in various areas
in Russia have often resulted in privatization of gains and socialization of losses
but have not much improved its institutional performance. These outcomes,
however, make chances for successful socioeconomic advancement more and
more elusive over time. Although the modernization efforts were not entirely in
vain, their effects have often been partial, controversial, and short-lived.
To summarize, the political conditions of the authoritarian modernization
project in Russia in the 2000s were quite unfavorable to begin with; the combination of electoral authoritarianism and poor quality of governance hindered
the success of full-scale simultaneous reforms in various social and economic
areas. The reformers could only hope to establish some pockets of efficiency and
achieve success in certain high-priority policy areas where the reforms could be
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more successful, while in other policy areas reforms could either be suspended
or fail completely. While an analysis of Russian modernization in the 2000s
confirms these expectations, a closer look at the political and institutional environment of adoption and implementation of policy changes in Russia will help
to understand the patterns and variations in policy reforms in different areas,
analyzed in more detail in chapter 4.
Although considering recent developments in Russia one might argue that
the post-Soviet authoritarian modernization project is nearly exhausted and has
little chance of continuing in the foreseeable future, 103 it is worth considering its
experience further. Modernization as such will be a necessary part of the agenda
for Russia’s development. Its ideas, institutions, and policies are still to be discussed, even though now there are no signs that a new window of opportunity
is about to open. One should learn certain lessons from the trial-and-error reforms and counterreforms of the recent past, accumulate knowledge about their
advances and setbacks, and not repeat the same wrong moves. These lessons may
be labeled “Mission: Impossible.” Similarly to the film series, authoritarian modernization in Russia may include several episodes with recurring protagonists
and may be popular among the public. Unlike the films, however, the success
of the Impossible Mission Force under a dual-track strategy is highly unlikely.

Ch a pter 4

Opportunities and Constraints
Policy Reforms in the 2000s

W

hy are some socioeconomic reforms successful while others
are not? To what extent do the political regime and its institutions
affect the outcomes of major socioeconomic reforms? Can a reformminded nondemocratic leader, supported by a team of well-qualified experts,
modernize his/her country without the fear of losing in free and fair competitive
elections? And what of the conditions supporting (or opposing) the successful
implementation of such a narrow program of authoritarian modernization?
The Russian experience of socioeconomic reforms in the 2000s can be
perceived as a crucial case of authoritarian modernization in the context of
post-Communist social and political changes. In 2000, when Vladimir Putin
came to power, the Russian government proposed an ambitious and large-scale
program of economic and social reforms in Russia. Some of these reforms were
initiated by the liberal economists who had greatly influenced the policy agenda
in the 1990s.1 In the 2000s, they sought to implement their ideas under more
favorable circumstances. The 1990s had been marked by a deep and protracted
economic transformation recession, a major decline of state capacity, and constant intraelite conflicts; by contrast, the 2000s became a period of high economic growth, recentralization of the Russian government, and large-scale support for Putin’s leadership from major political and economic actors and from
Russian citizens. Although the policy reforms of the 2000s contributed to the
improvement of the quality of governance in Russia, their outcomes have failed
to meet the expectations of optimists and pessimists alike. A decade later, the
reformers themselves assessed the implementation of their programs, and their
leading figures, such as German Gref and Yevgeny Yasin, realized that fewer
than half of the proposals had been implemented, and only a few had been successful. (A more precise calculation made in 2016 by the team of the Center
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for Strategic Research found that only 36 percent of policy changes had been
implemented.) Several proposed measures stopped at the stage of discussing
good policy alternatives, and among those reforms that have been implemented
successfully, some have had a series of unintended and undesired consequences.2
It is necessary to explain this diversity of outcomes of policy reforms, considering they occurred nearly simultaneously and within nearly the same economic
and political circumstances. A synchronic comparative analysis allows me to
disregard certain factors such as the impact of the Soviet legacy or public opinion of the Russian people: I do not assume that these factors were unimportant,
but they do not explain why some reforms succeeded and others failed. At the
same time, the widespread statements that tend to explain the troubles of policy
reforms through the resistance of interest groups (“oligarchs,” siloviki, regional
leaders, and other rent-seekers),3 the rise of global oil prices, or Putin’s interest in
consolidating his personal political power4 are limited and insufficient. They do
not adequately explain why the tax reform of the 2000s became a success story,
but the reform of the system of social benefits (monetizatsiya l’got) faced numerous problems. Why was the reform of the school graduate evaluation system
implemented despite considerable costs, while the reform of the state administrative apparatus and the full-scale reorganization of federal government agencies in fact led to an increased number of bureaucrats and their empowerment?
Putin, oil, and siloviki alone are not responsible for the variation in the outcomes
of reforms that were launched almost simultaneously and under similar conditions. This chapter attempts to explain the factors and mechanisms behind the
successes and failures of the 2000s’ policy reforms in Russia. I focus on the one
hand on the impact of electoral authoritarianism and the poor quality of the
state on policy changes, and on the other hand on the institutional factors that
affect the vertical and horizontal fragmentation of the Russian government and
the inefficiency of its policies.

Russia’s Policy Environment in the 2000s:
Institutions and Incentives
The influence of major political institutions such as the separation of powers
and electoral and party systems on policy-making has been widely analyzed, but
mostly focusing on democratic political regimes,5 while the effects of authoritarian political institutions on policy outcomes have been underexplored.6 Under
authoritarianism, parliaments and political parties perform a secondary role
in decision-making at best.7 The main policy-making agent is the government,
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which is appointed and controlled by the authoritarian leadership. In terms of
institutional design, present-day Russia is a typical case of the “dual executive”
within the framework of a presidential-parliamentary model.8 The Russian
president, as a popularly elected head of state, can appoint and dismiss the cabinet as a whole as well as its individual members. Although the prime minister
is approved by the State Duma, he is dependent on a president who can undo
any of the prime minister’s decisions and can issue presidential decrees that the
government must follow. Thus, the Russian institutional design intentionally
ensures that the government hold a minimal level of autonomy and perform
technical (rather than political) functions. Its role is reduced to implementing
the tasks posed by the president and performing routine, daily administrative
work in social and economic policy areas.9
This model of state governance, codified in the 1993 Constitution, was inherited from both the Soviet model (based on an informal division of labor between
the Central Committee of the Communist Party of the Soviet Union and the
Council of Ministers) and the Russian Imperial model (based on the monarch’s
control of both the royal court and the cabinet of ministers). From an authoritarian regime’s perspective, this model has both advantages and disadvantages.
The main advantage is the opportunity for the president to replace top officials
if they are inefficient and/or politically disloyal, or if the president intends to
change his policy. In addition, such a model allows shifting the responsibility
for policy implementation and switching the blame to the government rather
than the president (in the 1990s, Yeltsin used this method quite frequently, reshuffling his government several times). At the same time, citizens’ assessment of
economic policy performance is an important source of mass support of political
leaders;10 therefore the president is genuinely interested in successful government
in terms of its performance. The problem is that the coexistence of the president
with a capable and popular government can lead to an erosion of the presidential
political monopoly; a successful prime minister can challenge the incumbent
in the next electoral cycle as an opposition-backed candidate and/or a potential successor (as shown by the cases of Yevgeny Primakov in Russia and Viktor
Yushchenko in Ukraine).11 The combination of great managerial efficiency and
unconditional personal loyalty to the boss is rare among top state officials. As a
result, the rise of the principal-agent problem is deeply embedded in this model.
A low level of government autonomy leads to the transformation of the cabinet of ministers from a collective entity of key decision-makers to a technocratic
set of officials responsible for implementing the commands of the president and/
or prime minister. The president (or in some instances, prime minister)12 “hires”

74

chapter 4

individuals for executive positions, considering them to be technocratic managers rather than politicians. Hence, the cabinet in this system of governance is neither a group of officials who are politically responsible before the parliament nor
a team of professionals who share common policy goals and methods. The prime
minister is responsible for coordinating this complicated web of relationships.
He is dependent on numerous deputy prime ministers who supervise various
state agencies (at times, there have been as many as ten of these deputy prime
ministers in Russia). As a result, policy-making under these conditions turns
into a complex and often inefficient series of bargains and ad hoc agreements
between several state agencies. Top officials must spend countless resources to
win intragovernmental struggles.13 This is why policy-making under these conditions is often perceived by observers as a difficult process.14
In Russia’s case, policy-making becomes even more complicated due to additional institutional flaws. First, the state agencies responsible for national
defence, state security, and foreign affairs have been directly subordinated to
the president since 1994 even though their chiefs are also members of the government and should be subordinated to the prime minister as well (later, other
state agencies were also added to this list). Second, in order to resolve the principal-agent problem, presidential control has been imposed on the government;
this role is performed by the presidential administration, directly subordinate
to the head of the state (the Central Committee of the Communist Party performed the same function during the Soviet period). This model intentionally
creates parallel governance structures that often compete during the policy process and therefore hinder decision-making.15 Third, the key ministers and/or
deputy prime ministers who are personally linked to the president can influence
major policy decisions, bypassing the web of agencies or even bypassing the prime
minister. Anatoly Chubais and Boris Nemtsov (two first deputy prime ministers)
in 1997–199816 and Aleksey Kudrin and German Gref (ministers of finance and
of economic development, respectively) in 2000–200417 successfully employed
this policy strategy. Finally, several presidential decrees are often prepared without the involvement of the governmental officials responsible for certain policy
areas. As a result, these presidential decrees sometimes cannot be implemented
properly. In addition to horizontal fragmentation (between governmental agencies and other federal executive offices), vertical fragmentation between the federal government and its branches at the subnational level also plays a significant
role. In the 1990s, a full-scale decentralization of governance contributed to the
capture of territorial branches of federal agencies by the regional elites. In the
2000s, a recentralization of state governance reestablished the federal center’s
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political control over regional authorities but did not establish a division of competences and resources between federal and regional governments. The shift to
a hierarchical subordination of territorial governance exacerbated the agency
problem in relationships between the center and the regions.18
Given these institutional arrangements, one might argue that the Russian executive, even in routine governance, must deal with aggravation of
principal-agent problems in relations both between the president and the executive and within the government. This complicates the coordination of different
state agencies and their actions and contributes to a protracted policy-making
process and/or the making of inefficient decisions. Under these circumstances,
the implementation of a full-scale reform program faces serious obstacles. Any
bureaucracy is known to be interested in preserving the status quo.19 Russian
political institutions are not capable of overcoming hidden resistance from bureaucrats, especially if and when policy-making requires interdepartmental coordination between different layers of the power vertical and numerous gates
of the federal government. If reforms need concerted, large-scale, and highly
coordinated action from various segments of the federal and regional bureaucracies, this becomes a major problem for policy changes. The lack of political accountability and the inefficiency of mechanisms of centralized control20 pushes
officials to minimize their efforts to implement policy changes approved by the
president. The more significant the involvement of the bureaucracy in policy
implementation, the stronger the resistance it experiences from most officials.
The policy reformers may be endorsed by a few ideologically driven proponents
of these reforms and/or by policy entrepreneurs who expect to achieve personal
gains from successful policy implementation.
At the beginning of the 2000s, favorable political conditions for policy reforms appeared to emerge in Russia. Due to rapid economic growth after a long
and protracted recession,21 Putin gained significant popular support. After the
1999 parliamentary election, the Kremlin was able to establish a pro-presidential
majority in the State Duma that approved almost all of the Kremlin’s initiatives.22 Strengthening state capacity23 and recentralizing state governance24
allowed the Russian government to reduce the influence of rent-seekers in
policy-making. But the major driver of policy reforms at that time was Putin’s
unequivocal support for implementing socioeconomic changes. These circumstances opened a window of policy opportunity25 that had been closed in the
second half of the 1990s.26
The concept of the reform program (“the Gref Program” or “Strategy 2010”)
was developed in the first months of 2000 by the experts at the Center for
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Strategic Research (CSR, Tsentr strategicheskikh razrabotok). Under Putin’s patronage, this center aimed to develop the previous decade’s policy proposals. The
choice of policy options and Putin’s policy positions were influenced by the previous experience of the 1990s. Putin prioritized27 building a strong and efficient
state that would provide long-term economic growth based on financial stabilization and a successful fiscal policy. Improvement of the quality of governance
was also listed as one of the priorities of the Strategy 2010 program. Indeed, the
weakness of the Russian state and its fiscal crisis are justly considered to be the
ultimate cause of policy failures and poor quality of governance in the 1990s.28
Therefore, major reforms in these policy areas became the key points in the reformers’ agenda at the beginning of the 2000s. At the same time, social policy
changes that would contribute to societal development in the medium-term perspective were not declared to be top priorities, even though half of Gref’s program was devoted to policy changes in these areas. Under electoral authoritarian
regimes, social policies are often perceived not as a strategic goal of government
but as a means of providing electoral loyalty.29 The experience of both the 1990s30
and the 2000s demonstrates that the Russian case is not an exception.
Despite the CSR’s role as a think-tank, there was no headquarters that managed or even coordinated various reforms. They were implemented as a set of
inconsistent measures controlled by specific ministries. Mikhail Kasyanov,
the prime minister from May 2000 to February 2004, did not participate in
preparing Strategy 2010. His views often contradicted the policy ideas of key
ministers that developed this program.31 His successor Mikhail Fradkov did not
become a significant political actor. In practice, all important decisions (including large-scale reorganization of the Russian government in 2004) were made by
the president. In some cases, the responsibilities for reforms were concentrated in
one governmental agency, but often they were divided between several ministries
and agencies in both the center and the regions. While some reforms required
only the one-time adoption of a package of legal acts, others included a sequential chain of actions that required coordination of various actors over a long
period of time. Theoretically, one can expect that inconsistent and protracted
policy changes will be implemented in an inefficient way,32 especially under conditions of an electoral authoritarian regime; as such, without immediate positive
results in the short term, these reforms may be blocked and ultimately fail.
Thus, the features of the Russian bureaucracy and the institutional design of
the executive imposed major constraints on the implementation of reforms in
the early 2000s. The possibility of overcoming these obstacles depends, in my
opinion, upon three factors: (1) the strategic priority of certain reforms for the
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Table 3. Factors of Success of Policy Reforms
Factors of policy reforms

Contribute to success if:

Contribute to failure if:

strategic priority of reforms high
for the political leadership

low

concentration and
cooperation of agents
of reforms during
policy adoption and
implementation

high concentration of
reformers in a single
governmental agency;
major cooperation
among reformers

responsibility for
policy changes
dispersed among several
governmental agencies;
limited cooperation
among reformers

process of adoption
and implementation of
policy changes

single-stage reform;
short period of adoption
and implementation of
policy changes

multi-stage reform;
long period of adoption
and implementation of
policy changes

president; (2) implementing a given reform by reformers who are concentrated
in a single powerful agency; and (3) reform requiring one-time governmental
actions that are implemented within a short period of time (see table 3).
How and why have these factors influenced specific policy reforms and what
was the impact of these reforms on bad governance in Russia? To answer this
question, I will analyze the experience of policy changes in Russia in the first
half of the 2000s.

Successes and Failures of Reforms: Case Studies
Tax Reform: A Major Success
The tax reform implemented in the early 2000s in Russia became a model example
of the most successful policy changes of that period. In the 1990s, the emergence
of the modern tax system in Russia was accompanied by a weak state capacity, a
spontaneous decentralization of governance, political instability, and the obvious
imperfections of many legal regulations.33 As a result, Russian authorities had
major difficulties with tax collection causing a major fiscal crisis. The widespread
use of numerous tax exemptions, nonmonetary payments in the form of different
offsets and money substitutes, and the proliferation of legal, extralegal, and illegal
schemes of tax evasion, combined with the high taxation rates and the large number of taxes, made the government’s fiscal policies inefficient.34
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From a formal viewpoint, the tax reform involved the development, adoption, and implementation of the Tax Code, which established unified rules of
taxation and fiscal governance in Russia. Its first chapter, which defined the
foundations of the country’s tax system, was adopted in 1998. But the development of the second chapter took five more years. In 2000–2004, a new set of
taxes and tax rates was established that replaced previous ones. As a result, on the
one hand, the tax burden on individuals and businesses was drastically reduced
(especially due to the changes in the taxation rates of value added tax and profit
tax and the introduction of the unified social tax). On the other hand, the fiscal
revenues of the state budget increased. This was achieved by adopting a flat rate
of personal income tax (13 percent), instead of the “progressive rate” that stimulated tax evasion among relatively well-to-do taxpayers.35 As a result, between
2000 and 2007, extra revenues for the Russian budget reached an overall level of
1 percent of the GDP (excluding oil revenues).36
In addition, the government managed to push a new model of taxation for
oil companies through the parliament. First, a subsoil use tax was established
with its rate depending on the sector of the economy and the production costs.
Second, a progressive rate of oil export duties was introduced, and oil products
excises were increased. As global oil prices were rising unprecedentedly after
2003, these policy measures contributed to an immense increase in budget revenues. The increase of tax revenues from the oil sector allowed the government
to establish the Stabilization Fund of the Russian Federation—a mechanism for
sterilization of budgetary revenues intended to prevent high rates of inflation
and to form financial reserves in case of a major decrease in global oil prices. The
Stabilization Fund was established despite resistance from certain government
ministers and from several MPs (members of the parliament) and lobbyists who
were interested in spending extra revenues on current projects instead of saving
funds for the future.37 The prudence of this policy became evident during the
2008–2009 economic crisis when the Reserve Fund of the Russian Federation
(which was formed with the use of the Stabilization Fund’s resources) covered
the Russian budget deficit.
Every aspect of the tax reform had its own influential opponents. MPs from
the Communist Party of the Russian Federation fiercely opposed the flat rate
of income tax. They considered it a means of tax evasion for the wealthy.38 Representatives of the state pension and social insurance funds argued against the
unified social tax because they lost control over collection of money paid by
companies. Finally, oil companies attempted to block the introduction of the
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subsoil use tax because it greatly increased taxation in that sector.39 However,
despite this resistance from various corners the tax reform was implemented.
The key factor in this success story was Putin’s full-scale support of the reformers—Aleksey Kudrin, the minister of finance, and German Gref, the minister of economic development, who relied upon teams that included officials in
their respective ministries and numerous experts and advisors. Besides the personal credibility of the reformers, based on the common experience they shared
during their service in Saint Petersburg’s city administration, Putin considered
creating an efficient tax system a priority for his agenda. Thus, he included the
introduction of the flat rate of personal income tax in his Budgetary Address
to the Russian Parliament, delivered in May 2000. This move consolidated the
presidential majority in the State Duma40 in support of this decision. The decision to introduce the subsoil use tax was more complicated. Russian oil companies influenced the State Duma budgetary committee to a large degree and had
support from several MPs. But despite lobbyists’ efforts, the government was
able to squeeze this proposal through the State Duma. At the end of the day, the
oil lobby accepted a consolation prize—the government would be prepared to
decrease the subsoil tax rate to zero if the price of oil dropped below $8.00 per
barrel; in any event, this did not happen.41
Another factor in the success of the tax reform was the concentration of
policy-making in the hands of reformers and their supporters. Close connections between Putin, Kudrin, and Gref allowed the two ministers to insulate the
decision-making process from their major opponents. Indeed, Putin unilaterally
adopted many financial and economic decisions without the participation of
the prime minister or the cabinet.42 For example, a bill on replacing numerous
social taxation payments with the unified social tax (a flat rate payroll tax, paid
by companies) was submitted to the parliament without the agreement of other
state officials, including the heads of the pension and social insurance funds.
The stability of the new rules of the game was supported by the long service of
the reformers as ministers: Gref left the Ministry of Economic Development in
2007, and Kudrin lost his post as minister of finance in 2011.
Finally, the tax reform was not subjected to a long implementation process.
The decision on the flat rate of the income tax was proposed and adopted within
one year. Then the Ministry of Finance managed to protect this change from
several initiatives to introduce progressive taxation, arguing that the new mode
of taxation was efficient because budgetary revenues had increased. However,
some elements of tax reform did not survive in the longer term: this was the case
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with the unified social tax, which provided governmental control over the use
of funds but did not increase budgetary revenues as such. As a result, in 2010
Tatiana Golikova, then the minister of Public Health and Social Development,
achieved a return to the previous scheme of social taxation payments. After that,
the unified social tax was divided into several different social payments managed
by the Pension Fund and Social Insurance Fund independently from each other.43
Preserving the Stabilization Fund became the government’s most difficult
task. In 2006, the Investment Fund of the Russian Federation was established
within the federal budget, and a certain amount of money from the Stabilization
Fund was diverted to the Investment Fund. The new budgetary instrument was
intended to accumulate financial resources to fund nationwide infrastructural
projects. Soon, those resources were allocated to not only nationwide projects
but also regional ones. In 2008, the Stabilization Fund was split into the Reserve
Fund and the Fund for National Prosperity. The former performed the same
functions as the Stabilization Fund, and the latter aimed to balance the budget
of the Pension Fund of the Russian Federation.44 Although the use of the Stabilization Fund was of great help during the 2008–2009 economic crisis, it did
not contribute to the country’s long-term development.
Finally, a side effect of successful tax reform was a major improvement in tax
administration in Russia in the 2000s and 2010s. Tax officials who had to manage a limited number of clearly defined taxes and follow more transparent “rules
of the game,” adjusted to new conditions better than many other state agencies.
Although they still enjoyed great discretion in dealing with certain categories of
taxpayers such as big state-owned companies or small businesses, the degree of
arbitrariness largely decreased. Later, technological advancements (such as digitalization) also contributed to the better performance of state tax services. It is
no wonder that the former head of the Federal Tax Service, Mikhail Mishustin,
was promoted to the post of prime minister of Russia in January 2020.
However, even this success story was limited in scope. Another element
of the reform initiated by Kudrin—the development of the principles of
performance-based budgeting—did not achieve any significant results.45 The
task of increasing the efficiency of public expenditures could not be resolved by
the Ministry of Finance alone (even with presidential support). It required the
efforts of several mid-and street-level bureaucrats and other participants in the
budgetary process who would have to be suitably motivated and consent to shift
their approach for effective use of budgetary spending. As with the case of administrative reform, there was a shortage of such officials in the state apparatus
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and limited incentives for an advancement of reform among the top political
leadership. As a result, this reform failed.
Implementing tax reform demonstrated that the institutional foundations
of a success story of policy changes heavily depend on presidential support of a
well-formulated policy program. Such a program needs to be conducted by an
administratively strong and consolidated team of reformers who can disregard
various pressure groups and push through reforms that do not involve lots of participants at the implementation stage. But this case also displays the unique array
of factors necessary for policy success. The lack of even one of these factors would
lead to the window of opportunity closing for that reform’s implementation.

Educational Reform: Mixed Results
In the 1990s, the Russian authorities made several attempts to reform Russian
school education. Both the content of school education and the principles of educational governance urgently needed to change. The inefficient use of limited
financial resources by the state officials responsible for school and higher education and the lack of an independent system of evaluation for schools and universities were the most important institutional obstacles to developing Russian
education. Under these circumstances, the education managers were not interested in improving the quality of education. Secondary schools did not undergo
external evaluations of their performance. Final school exams were conducted
by the same teachers who taught the courses. To enter university, potential students needed to prepare for entrance exams in addition to taking their final
school exams (and many parents paid fees to private teachers out of their own
pockets). Most schools located in rural areas could not provide a decent quality
of educational services. Educational mobility, even within Russia, was limited
by significant costs. This reduced the level of competition for students between
universities, especially at the regional level.46 Attempts to solve these problems
in the 1990s faced a lack of funding from the federal budget and resistance from
the conservative part of the professional community and political elite.47
The fact that a program of educational reform was included in Strategy 2010
opened a window of political opportunity for the reformers. In 2001 the Ministry of Education launched the experiment of introducing the Unified State
Exam (Edinyi gosudarstvennyi ekzamen, EGE) in certain Russian regions. This
mechanism replaced the final examination procedures in secondary schools and
combined them with entrance examination procedures in universities. It used
a single set of written exams based upon a set of formalized tests. Their results
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were reflected in final school certificates, while the universities accepted these
scores for entrance examinations.
In 2002, as another experiment, the mechanism of state financial obligations
to individuals (gosudarstvennye imennye finansovye obyazatel’stva, GIFO) was
introduced, often called “educational vouchers” in the media. The idea was that
after passing the Unified State Exam, a school graduate could be eligible to receive a certain amount of public funds for study at a university to cover tuition
fees and provide stipends for living. The size of the state grant would depend
on the Unified State Exam score, and the rest of the university’s fees should be
covered by the students (or, rather, by their parents). This policy measure was designed to contribute to the targeted distribution of public finances among higher
education institutions, increase competition between universities to attract the
best school graduates, and stimulate a fee-paying model of higher education in
Russia.48 Introducing this model also assumed that study loans would be available for students in the future, in addition to GIFO-based state grants.
The results of these reforms were ambiguous. The GIFO experiment lasted
for only three years in a limited number of regions. Upon its negative evaluation
by the professional community, the federal authorities abandoned its subsequent
implementation and the GIFO mechanism was buried. The Unified State Exam
experiment, on the other hand, covered more new regions every year and by
2008 became a nationwide examination. As a result, the State Duma had to
amend the law on education in Russia to recognize the Unified State Exam as
the only way to complete secondary school and take university entrance exams
simultaneously. The opportunity to use the results of the Unified State Exam
to apply for several universities at once dramatically increased competition for
students in the university education system and improved educational mobility.
Still, almost twenty years on, the Unified State Exam has not become recognized
by Russian society as a legitimate way to evaluate students by either schools or
universities. In the 2010s, Ministry of Education officials discussed the possibility of returning to the previous practice of final examinations in schools and
proposed to increase the number of universities that would be able to use additional entrance exams, thus compromising the very idea of the reform. Public
opinion of the Unified State Exam is also exceedingly critical.49
The educational reforms could not be implemented by their initiators alone.
They involved an unprecedented number of participants in the policy process,
ranging from members of the State Duma and regional and local officials to
university rectors, school directors, and teachers. The complexity of the reforms’ implementation and the resistance of numerous interest groups were
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quite significant. As a result, there was a serious risk of the reforms’ failure and
a return to the previous status quo; in fact, this happened with the introduction
of the GIFO. The Ministry of Education did not initiate this innovation: it was
proposed by the experts from the Higher School of Economics who included
this policy measure in Strategy 2010 program. However, it caused a furious
reaction in the State Duma and was ultimately protested even more passionately than the Unified State Exam. The universities’ representatives were also
against changing financial arrangements in higher education. As a result, the
experiment was considered a failure and abandoned.50 At the same time, the
ministry was interested in implementing the Unified State Exam and was able
to overcome equally strong resistance to this innovation through step-by-step
implementation of the reform. The experimental status of the new mechanism
made it possible to develop and adjust new organizational and substantive arrangements of the examination and reduced the intensity of the debate over the
reform, which had not yet been converted into a legal act and therefore, could
theoretically be abandoned. When the experiment covered the entire country,
its disparate opponents could not make the government and its loyalists in the
State Duma prevent its legal formalization. As a result, the policy entrepreneurs
from the Ministry of Education could implement this project while insulating
the educational reform from the influence of interest groups.
Despite their social significance, educational reforms have never been attributed to Vladimir Putin. He has made several statements in support of Russian education but hardly considers this policy area a priority in his agenda. On
the one hand, educational reforms cannot provide an immediate positive effect,
regardless of results. On the other hand, Putin sought to keep a distance from
the initiators of unpopular policy changes and from decisions made by officials
at the ministerial level. At the same time, during the 2000s and 2010s the educational reform was implemented consistently and without significant changes
in its content. This indicates that Putin and Medvedev supported these policy
measures. In 2011, Andrey Fursenko, then the minister of education, suggested
that the Unified State Exam should include only three disciplines—Russian,
math, and one of the foreign languages—but President Medvedev rejected this
suggestion: “Approaches to conducting the Unified State Exam have been determined, and the exam has proved a reasonable way of testing knowledge.”51
The Unified State Exam’s major problems were to a certain degree caused
by the misuse of its results by the government. The reformers initially saw the
Unified State Exam as a means of external evaluation of the performance of
schools and educational bureaucrats at the local level. But later, the Kremlin
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used the results of the Unified State Exam as one of the criteria for assessing
the performance of regional authorities.52 As a consequence, the exam scores of
school graduates gained administrative and political status. This became one of
the reasons for numerous violations during examinations: scandals occur frequently due to the regular leakage of tests and answer keys, the mass involvement
of schoolteachers in illegally assisting pupils to pass the tests, and the dubious
distribution of the best results among the Russian regions. Thus, scores in the
republics of the North Caucasus, despite their notoriously low human capital,
were higher than those in Moscow and Saint Petersburg. Only in 2014, when
this indicator was removed from the list of indicators of performance of regional
governors, did the number of scandals of that kind drop to nearly zero. The
efforts of regional and local bureaucrats have been aimed not at increasing the
quality of school education but at achieving high scores at any cost. In this way,
the functions of the Unified State Exam have been diminished and its role has
changed over time.
Nevertheless, the educational reforms can be considered an example of successful gradual and consistent implementation of new institutional arrangements. Initially, these initiatives were implemented as experiments concerning
the approbation of new mechanisms in some regions. It was impossible to introduce the Unified State Exam in all Russian regions simultaneously due to both
organizational and institutional constraints (lack of experience, high level of
uncertainty of outcomes, and high cost of potential failure of the reform) and
political ones (most politicians, professionals, and ordinary citizens did not accept the idea of an educational reform). The decision on the Unified State Exam
was de facto adopted and implemented by the Ministry of Education. The legislative formalization of the Unified State Exam happened only in 2009, when
the State Duma was under the full control of the presidential administration.
At the same time, the same strategy contributed to the failure to implement the
GIFO system, which could demonstrate reliable results only nationwide and not
on the level of individual regions.53
To summarize, the institutional changes in educational policy demonstrate
the limits of presidential influence on implementing reforms. Even modest presidential support helps the adoption of major decisions and their implementation
despite the resistance of various interest groups, especially if the reformers can
preserve at least part of their proposals without major concessions to interest
groups. But the performance of the mid-range and street-level bureaucracy54 can
reduce the efficiency of implementing top-down ideas.
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Administrative Reform: from Bad to Worse
The administrative reform was aimed at solving the problem of inefficiency of
public administration, which hindered the country’s social and economic development. By the end of the 1990s, a paradox of poor quality of governance
was widely observed in Russia: formally, the government had many regulatory
powers, but its performance was inefficient.55 The influence of big business on
the adoption and implementation of many important policy decisions led to
state capture.56 At the same time, entrenched state officials formed their clienteles, which included representatives of different businesses and other interest
groups.57 The functions of ministries and state agencies often duplicated one
another. The formation of Russian “bargaining federalism” in the 1990s generated politically motivated division of powers between federal and regional authorities.58 The decline of state capacity and state autonomy raised doubts about
the federal government’s ability not only to implement any reforms but also to
conduct routine daily governance.
Formally, the administrative reform was launched in 200359 and officially
continues even now. However, the most significant policy measures—(1) the
revision of the functions of government agencies; (2) the revision of the so-called
redundant functions of the government; (3) the redistribution of other functions between federal and subnational government agencies; and (4) major structural changes to the federal government—were implemented in 2003–2004.60
After that, the reform was focused on the technologies of improving government
services provision, advancement of digitalization, and so forth, but no longer
involved politically relevant changes.
In fact, the reform failed to contribute to improving public administration
in Russia.61 The redistribution of powers between layers of government led to a
recentralization of governance that more resembled a unitary state.62 The transformation of the federal government into three types of organizational entities
(ministries, federal agencies, and federal services) and the revision of their powers did not contribute to transparent and efficient governance but rather complicated the interactions between the governmental agencies that were responsible
for the same policy areas.63 The only meaningful outcome achieved by these
policy changes was a significant increase in the officials’ salaries and quantity
of civil servants, while the quality of personnel and the motivation of officials,
which had been heavily criticized,64 did not change in practice. Major elements
of the reform, such as accountability of public servants, transparency of state
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agencies and bureaucratic procedures, merit-based recruitment and promotion
of state officials, and the like, remain merely on paper. Thus, despite several
technological innovations in the everyday practices of interactions between bureaucrats, business people and ordinary citizens, the quality of public services has
not much improved. Moreover, in many instances it has become even worse. But
why were the results of administrative reform so poor?
One might argue that the administrative reform was on the periphery of presidential attention. Initially, the development of this reform was one of the key
items for the Center for Strategic Research.65 Later, this reform became a priority
for the government and the presidential administration. In his annual address to
the parliament, Putin paid specific attention to it. In 2003, admitting significant
problems in achieving the policy goals, he even promised to provide “needed
political impetus” for more active policy in this area.66 However, Putin did not
take the most important step: he did not provide any organizational support for
the planned reform. All basic policy measures in this area were coordinated by
the governmental Commission for Administrative Reform, which was headed
by one of the deputy prime ministers ex officio and worked on an ad hoc basis.
Thus, the impact of this coordination center on policy changes was relatively
low. In addition, this commission did not possess enough powers to implement
reforms; its role was limited to policy proposals. Its scope was restricted to proposing changes in the structure of the government and in the functions of different kinds of governmental agencies. The reform of public service, changes
in its personnel, and the revision of other major regulations were delegated to
the Commission for Reforming Public Service, headed by Dmitry Medvedev
(at that time, the first deputy head of the Presidential Administration). The
members of that commission took a conservative approach to reforming public
service in Russia.67 As a result, the policy reform was organizationally divided
and full of internal contradictions. All attempts to strengthen the influence of
the Commission for Administrative Reform or establish a new strong organization in charge of this reform have failed. For example, in 2004, the Ministry
of Finance blocked the adoption of a federal program that could have provided
financial resources to implement the administrative reform. At the same time,
the proposal to establish an agency in charge of implementation of the reform
and allocation of funds was rejected. The implementation of the Conception of
the Administrative Reform in 2006–2008 was delegated to the heads of the governmental agencies: in other words, Russian public service had to be reformed
by the officials themselves although they were not interested in challenging the
status quo and did not have any incentives to implement the reform program.
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It is no wonder that the administrative reform greatly contributed to the major
rise in quantity of state officials: according to the official data of the Russian
State Statistical Committee, while in 2001 their numbers counted to 1,140,600
persons, by 2009 these numbers increased up to 1,674,800 persons (mostly due
to reorganizing state agencies and a major increase in the scope of their regulatory functions).68 In addition, the failure of administrative reform sent a strong
signal to Russian elites and society at large that despite the loud rhetoric, the top
leadership in Russia was not interested in improving the quality of governance.69
The administrative reform aimed at the debureaucratization of the Russian
economy and the stimulation of business development coincided with a “statist
turn” in Russian economic policy. Since 2004, the promotion of private businesses as major drivers of Russian economy has been replaced by building major
state conglomerates in key sectors, ranging from Rosneft and Gazprom70 to Russian Railways (briefly described in chapter 2). These changes provide contradictory incentives to administrative reform: although state agencies abandoned
some of their redundant functions, they also increased their encroachment
into the economy by toughening governmental regulations and increasing the
regulatory burden on businesses and the noncommercial sector. Thus, a set of
measures—for instance, the division of labor between the ministries responsible for policy development and decision-making, the federal services in charge
of implementing these decisions, and the federal agencies that provide public
services and manage federal property—would lead to an increase in the number
of state officials, but it could not improve the quality of governance, instead
leading to a major decline. Figures 1 through 4 clearly illustrate such a tendency:
in the second half of the 2000s, World Bank’s indicators for the rule of law,
control of corruption, and regulatory quality in Russia demonstrated a major
deterioration. When the shift to the “predatory state” model of state-business
relations occurred in Russia during this period,71 the administrative reform was
no longer needed.
One important obstacle to the success of the administrative reform was its
long implementation period. Putin had lost interest in this policy area by 2005.
Those experts who had initiated the reform were replaced in the Commission
for Administrative Reform by the other group of state officials. Finally, the
substance of the reform itself was reduced to interminable preparation of new
administrative regulations and to making new arrangements for state agencies’
online services. At the same time, transparency and debureaucratization of decision-making itself were no longer considered important features of public administration and civil service.
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In conclusion, the failure of the administrative reform resulted from the following factors:
1. the lack of drivers of reform, that is leaders who would have enough will
and power to implement key decisions despite resistance from major interest groups;
2. dispersed responsibility among state officials and the lack of a politically
and administratively strong team who would coordinate the actions of
various governmental agencies, which led to inefficiency of reform implementation; and
3. protracted policy changes and the lack of short-term achievements, which
decreased presidential interest in this sphere of reform.
As a result, the administrative reform’s goals were not achieved, and the quality of state governance and public administration went from bad to worse.

Why Are Reforms (Im)possible?: Social
Benefits, Police, Military, and Beyond
The logic behind Russian policy reforms analyzed above is summarized in table
4. Although the cases outlined above obviously do not cover the entire scope of
policy reforms implemented by the Russian government within the framework
of authoritarian modernization, one can trace the influence of the same factors
on policy changes in other areas.
The reform of social benefits implemented in 2004–2005 was not a major priority for the government but was considered a by-product of the redistribution of
powers and responsibilities between the federal government and the regions. It
ultimately failed due to errors in the budgeting process72 and inefficient coordination of government agencies at the federal and regional levels.73 The amount
of funds necessary to effectively implement reform proposals was not provided,
and the federal authorities put the burden of conducting the reform onto the
shoulders of regional governments without designating budgetary transfers that
could cover extra costs. This reform contributed to public discontent and to
protest rallies in several cities and led to the declining electoral performance of
United Russia at the regional elections in spring 2005.74 As a result, the federal
government had to cover significant expenditures, which were much higher than
was initially planned. It is no wonder that after this failure, the president and
the government argued against implementing any new reforms, including policy
changes in other areas: further reforms were shelved, and the very term “reforms”
became a taboo in the discourse of state officials.75 Political and institutional

Table 4. Features and Outcomes of Policy Reforms in Russia in the 2000s
Feature

Tax Reform

Educational Reform Administrative
Reform

strategic priority
of reform for the
political leadership

high

relatively low

initially high,
but later low

key agents of
the reform

ministers of finance
and economic
development and
their teams

officials in
the Ministry
of Education

numerous
officials in the
government and
the presidential
administration

concentration
of agents of the
reform during
policy adoption and
implementation

high

low

low

resistance from
interest groups

strong (in some areas), strong (in all
but not coordinated
areas), but not
coordinated

strong (in
all areas)

insulation of
reformers from
opponents’ influence

high (due to
presidential support)

limited in some
areas; selfinsulation in the
case of the Unified
State Exam
experiment

none – the
reform was
implemented
by the major
interest groups
(the officials)
themselves

process of adoption
and implementation
of policy changes

single-stage;
major decisions
were adopted and
implemented quickly

multi-stage; major
decisions were
adopted quickly
but implemented
over many years

multi-stage;
major decisions
were made and
implemented
over many years

outcomes of
the reform

rapid and positive
effects that
legitimized reforms

noninsignificant
immediate and
effects
ambiguous effects

impact of the reform

reduction of the tax
burden, stimulation
of economic growth,
increase of fiscal
revenues to the
state budget

standardizing
a system of
evaluation of
school graduates
(despite
numerous defects)

increasing
number of
officials and rise
in their salaries

overall assessment of
the reform

(incomplete) success

Unified State
Exam - success,
GIFO - failure

failure
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factors affected the outcome of this reform, alongside technical ones. Although
the insulation of the government from interest groups often makes it possible
to initiate certain policy changes, it can also aggravate the risk of major policy failures due to inefficient institutional design and/or poor quality of policy
implementation.
An even more vivid example of unsuccessful policy change was the police
reform initiated under Dmitry Medvedev’s presidency, as convincingly analyzed
by Brian Taylor.76 Even though the development of the rule of law and the creation of efficient law enforcement agencies were declared by Medvedev to be his
main priorities, the launch of the police reform in 2009 did not bring about any
significant effects. This failure was caused, on the one hand, by resistance from
influential siloviki in the presidential administration and in the government,
and on the other hand by Medvedev’s inability to build a successful pro-reform
coalition among non-siloviki officials. The development and implementation
of the police reform (including the reduction in the number of law enforcers,
personnel changes, and a structural reorganization of agencies) were performed
by Ministry of the Interior officials who were the least interested actors when
it came to genuine change. Public discussion initiated by the president and his
supporters was nominal; alternative proposals were not discussed at all. As a
result, the only visible effect of the reform was the change of the title militsiya to
politsiya (police). The numerous reshufflings among the midlevel officials were
insignificant, and soon after its start, the reform came to a halt.
In addition, the failure of the police reform demonstrates that policies implemented by an entrenched bureaucracy do not allow for provision of incentives
for real change, but often support the status quo. The “new” police remained an
agency oriented around presenting appropriate statistical reports irrespective of
the real situation regarding crime.77 The reform of healthcare demonstrates similar tendencies, with a two-fold increase in financial support in the second half of
the 2000s failing to lead to improved quality of healthcare services.78 Although
pressure from policy entrepreneurs in some areas (such as the educational reforms) has sometimes contributed to institutional changes, their effects are only
partial due to resistance from interest groups and a series of organizational problems. The step-by-step process of implementing certain reforms makes policy
changes even more complicated.
Yet not all policy reforms in Russia were doomed to fail. The Russian military
analyst Alexander Golts has presented a vivid example of policy advancement in
a rather unlikely environment in his perceptive account of successful military reform in Russia in 2008–2012.79 After a series of replacements of top officials who
had done little to restructure the post–Soviet army and attempted to preserve
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the previous (oversized, inefficient, and costly) status quo in the governance and
performance of the Russian military, in 2007 Putin surprisingly appointed Anatoly Serdyukov, then a son-in-law of then prime minister Viktor Zubkov, to be
the new minister of defense. His tenure began with the episode of the Russian
military conflict with Georgia in August 2008 known as the Five-Day War.80
This conflict demonstrated that the Russian army was not properly prepared for
major ground operations due to technological obsoleteness and poor management and personnel quality. In a sense, even though the Five-Day War has been
perceived as a Russian victory, this experience became a major exogenous shock
that paved the way to serious reorganization of the military. Serdyukov came
to the right job at the right time. He received carte blanche for many actions:
he laid off many generals and officers (overall, almost two hundred thousand
personnel were cut), reorganized divisions and battalions, restructured the chain
of command to make it more modern and efficient, and greatly diminished the
number of conscripts in favor of professional military personnel (kontraktniki).
All of this had been unthinkable for many reformers after the Soviet collapse,
but the political will and patronage of the leadership alongside perceptions of
the urgent necessity of policy reforms served as major arguments for Serdyukov.
To some extent, Serdyukov was able to achieve his goals despite fierce resistance
from the military bureaucracy and its numerous lobbyists. However, his reform
plans also included the outsourcing of many non-essential services previously
performed by the military itself (ranging from construction to catering) away
from the insiders of the Ministry of Defense and into the hands of external
contractors. He also attempted to review the practices of state procurement for
the military to combat overpricing arms and equipment. Such bold moves would
inevitably mean a major redistribution of rents and hurt the vital interests of
many powerful interest groups.81 It is no surprise that in 2012 Serdyukov fell
victim to a major scandal: an investigation against him was opened amid accusations of adultery with his mistress, Evgeniya Vasilyeva who headed a major department in the ministry. Serdyukov was fired, and his criminal case was closed
after a lengthy procedure. Nevertheless, the military reform brought significant
fruits, greatly contributing to the more efficient performance of the Russian
army during the annexation of Crimea in 2014 and military adventures in Syria
since 2015.82 Some of Serdyukov’s reforms, however, were weakened after he was
replaced by Putin’s long-term associate Sergey Shoigu.83
In general, are successful reforms possible within the framework of the authoritarian modernization project? A positive answer should be heavily marked
with serious caveats. If a certain reform is the top political priority of a strong and
authoritative head of state, if a coherent team of reformers can be insulated from
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the major interest groups, and if the team implements consistent policy changes
quickly and they bring immediate positive results, then this reform is possible
even under conditions of poor quality of governance and inefficient institutional
design. This combination of favorable conditions is quite rare, and this is why the
success story of tax and budgetary reforms in the 2000s remains an exception.
But the insulation of reformers from the influence of interest groups as such does
not ensure the quality of policy proposals and their implementation: the costs of
errors may increase. In addition, authoritarian modernization projects are often
implemented by officials who are not interested in policy changes and have little, if any, incentive to promote them. Finally, the failure of some policy reforms
can challenge the whole project of authoritarian modernization by undermining
the president’s incentive to continue major changes. It is unsurprising that after
the failure of the “monetization of social benefits,” the notion of reform became
taboo among the Russian leadership.84 Later on, reforms were replaced by “national projects,” which proposed only an increase in financing without significant
structural changes. When Putin returned to the presidential post in 2012, new
rounds of large-scale socioeconomic reforms were not discussed, and after the
2014 annexation of Crimea they faded away from Russia’s agenda.
From a broad perspective, the Russian experience of authoritarian modernization, as represented in the wake of policy reforms in the 2000s, demonstrates
that political leaders, even those who are interested in implementing policy
changes, cannot repeat the experience of successful dictators. Those who relied
upon an inefficient bureaucracy as the basis of their own winning coalitions85 are
rarely ready to risk a potential political imbalance in the name of possible developmental success. Therefore, their reform strategy is often inconsistent, and the
incentives to preserve the status quo are often overwhelming. In the best case,
authoritarian modernization can result in a set of temporary and partial policy
measures, which may at best bring only partial success in terms of the quality of
governance. In the worst case, it turns into a demagogical smokescreen for the
preservation of authoritarian power. As one can see, this was the case with the
Russian experience in the early twenty-first century: the initial efforts of policy
reforms that launched soon after 2000 later turned into words without deeds
against the background of aggravation of authoritarian trends in the country.
Yet there are no guarantees that possible democratization would create favorable
conditions for socioeconomic reforms either; rather, it would provide new challenges. Still, I would argue that there is no reason to believe that policy reforms
under the conditions of an electoral authoritarian regime and poor quality of
the state can bring great fruits of improved governance in Russia and elsewhere.
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The Technocratic Traps of Policy Reforms

H

ow does politics affect policy and vice versa? Why are these
two dimensions of political development so often at odds and how
this does this relationship affect the quality of governance? Very
often, power struggles, the essence of politics, inhibit efficient policies, and this
is why numerous projects of policy reforms are implemented only partially and/
or in a distorted way or result in unanticipated and undesired outcomes. There
are many reasons for contradictions between politics and policy—including
political business cycles that put policy changes between elections into question,
ideational polarization of political actors whose policy priorities differ widely,
and the inability to reach major policy agreements that may block any changes
or even lead to policy decisions that make the situation worse than the previous
status quo. Examples of the juxtaposition of politics and policy are numerous
across countries and time periods. Thus, it is no wonder that many politicians,
policymakers, and experts around the globe can endorse the bold statement of
Russian economist and former minister of economic development Alexey Ulyukaev: “The main question of every evolution is constraining political power:
how to provide competent decision-making which will depend upon knowledge
and experience and not upon voting results, and how to achieve a ‘regime of
non-interference’ of politics in other spheres of public life.”1
In fact, a “regime of non-interference,” if and when it has been achieved in
those political and institutional contexts where policy decision-making does
not depend upon voting results, has seldom brought positive effects from the
perspective of quality of adoption and implementing policy decisions. To a large
degree, this disjunction is acute for authoritarian regimes, where voting results
do not directly affect possession of political power.2 Yet major advancements
from policy reforms in authoritarian regimes are relatively rare.3 Moreover, authoritarian leaders sometimes have a vested interest in the inefficiency of their
own policies, since it may be used as a mechanism for maximizing political
power—the “bad policy as good politics” paradox.4 As I stated in the preceding
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chapters, these leaders and the members of their winning coalitions are beneficiaries of the politico-economic order of bad governance and have little interest
in having it undermined from within. That said, many autocrats are proponents
of efficient policies aimed at rapid and sustainable economic growth and socioeconomic development of their respective states. In democracies, politicians
may also attempt to insulate policy from politics,5 but the results of reforms in
various policy areas are not always in line with the expectations of supporters of
the regime of non-interference.
The unavoidable and irreconcilable contradiction between politics and policy, widely discussed in the literature,6 has often stimulated searches for mechanisms to improve the quality of policy intended to limit its dependence on
the directions being taken by politics. Following William Easterly, I will label
these mechanisms “technocratic”—as opposed to political mechanisms, which
imply that decision-making in both politics and policy arenas is conducted by
the same legitimate actors. The goal of this chapter is to analyze the opportunities and constraints inherent to technocratic mechanisms of governance in terms
of policy-making and the effects of policy reforms on the quality of governance
in post-Soviet Russia. In the 1990s competitive and polarized politics were at
odds with market reform policy and were widely perceived as a hindrance to
economic transformation.7 Conversely, in the 2000s, some policy advancements
in Russia were achieved at the expense of degradation of politics.8 The insulation
of policy changes from politics has not always led to success,9 and certain policy
outcomes paved the way for the rise of authoritarian tendencies10 but brought
mixed results at best during the entire post-Soviet period—illustrating the inherent weaknesses of the political mechanisms for governing the state.
Explaining why following technocratic recipes has brought policy successes in
some cases and not others requires an in-depth analysis of technocratic mechanisms for governing states, one that will reveal the opportunities and constraints
inherent to technocratic policy reforms (described in chapter 4). The argument
of this chapter is that, given the key role of rent-seeking in governing post-Soviet
Russia, attempts at significant policy reform and improving the quality of governance using technocratic mechanisms meet major resistance from interest
groups and parts of the bureaucracy (who often unite their efforts in informal
coalitions). At the same time, the regime of non-interference has left little room
for the emergence of broad and sustainable pro-reform coalitions. This is why
the personal priorities of political leadership have become the main, if not the
only, source of policy reforms. Yet they are often insufficient for successful
achievement of the goals of policy changes and can even turn into an obstacle to
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these reforms. The experience of policy changes in the 1990s–2010s in Russia
has demonstrated the range of vicissitudes faced by the technocratic model of
policy reforms in unfavorable political and institutional environments.
The structure of the chapter is as follows. After theoretical considerations
regarding mechanisms of interaction between politicians, bureaucrats, and technocratic policy reformers in nondemocracies, I present an overview of some policy reforms in Russia and their implementation during the 1990s–2010s within
the framework of analysis of the regime of noninterference of politics in policy.
Possibilities and opportunities for realist alternatives to the technocratic model
of policy-making are discussed in the conclusion.

The Technocratic Trap: Dictators, Viziers, and Eunuchs
Technocratic policy reforms are deeply embedded in global history. Most policy changes in the past, both successful and unsuccessful, were conducted in
various states and nations within the framework of a technocratic model of
policy-making. Political leaders exerted a firm control over politics, and due to
domestic and international challenges opted for policy reforms intended to reduce costs and increase benefits, both for their countries and for themselves. But
since policy reforms require professional skills and expertise, while their results
are unpredictable by definition, it is no wonder that the role of reformers has
been delegated to those officials and/or professionals who have certain specialized competences and may be blamed for policy failures in case of undesirable
outcomes. In fact, policy reformers in various areas are similar to company managers hired by the owners (in this case, political leaders) to accomplish strictly
defined tasks. With that said, policy reformers enjoy a degree of autonomy in
their respective areas and are accountable only to their bosses. Political leaders,
in turn, benefit from a monopoly on decision-making and policy evaluation, and
therefore, can insulate the substance of the reforms from public opinion and, to
some extent, from interest groups. Many historical reformers fit this description,
ranging from Colbert and Turgot in absolutist France to Witte and Stolypin
in Tsarist Russia, and from the “Chicago Boys” in Chile under Pinochet to the
Opus Dei technocrats during the last decades of Francoist Spain.
At first sight, this institutional design facilitates the autonomy of technocratic
policy-making from politics in both democracies and nondemocracies (even
though the nature of politics in these regimes is different). However, it leads to
an aggravation of principal-agent problems, and their scope increases with the
scale of policy changes. Political leaders are unable to judge the credibility of

96

chapter 5

policy proposals and the quality of their implementation. At best, feedback on
policy outcomes reaches the top of the power hierarchy too late (or, conversely,
too early in the case of reforms that may bring fruits only in the long term). At
worst, especially in authoritarian regimes, this feedback may be heavily distorted
and contribute to poor political decisions.11 Asymmetric relationships between
political leaders and technocratic reformers are similar to those between company stakeholders and managers: their interests and incentives differ hugely by
definition. The alternative to the technocratic model of policy-making is the
political model, which implies that legitimate political leaders and/or parties
themselves develop and approve major policy decisions (though these decisions
are often based on external expertise) and bear political responsibility for policy
outcomes, thus being unable to shift the blame onto technocratic reformers.12
However, the mode of interaction between political leaders and technocratic
reformers is more vulnerable in terms of principal-agent relations: policymakers concentrate the power resources involved in their own hands, and those resources can be used (or rather, abused) for political purposes. Unlike top managers of companies who cannot overthrow the stakeholders who hired them,
top-level technocrats may not only betray political leaders and join the ranks of
the opposition, but also even transform from policymakers to politicians and
take power for themselves. These risks increase alongside challenges to the political status quo (regardless of policy outcomes), thus raising tensions between
political leaders and technocratic policy reformers. Successful and capable technocrats may be even more dangerous for political leaders than their unsuccessful
and incapable colleagues, especially in authoritarian settings where power losses
and regime changes usually result from intraelite conflicts and breakdowns of
informal ruling coalitions.13 This is why political leaders are often tempted to
prioritize the loyalty of technocratic policymakers over their competence. As
Georgy Egorov and Konstantin Sonin convincingly demonstrate, the weakening
of autocrats’ political positions often contributes to the replacement of efficient
technocrats (“viziers”) with loyal yet inefficient ones, thus decreasing the quality
of policy-making.14
Examples of betrayal of political leaders by their competent yet disloyal viziers
may be considered an extreme version of aggravation of principal-agent problems. Although these practices are relatively uncommon, political leaders will
still employ various techniques to prevent the disloyalty of technocratic policymakers without damaging their policy efficiency. In addition to oversight
and monitoring of technocrats to reduce information costs, they also promote
internal competition between state agencies and informal cliques within the
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state apparatus and at times constrain technocrats’ freedom of decision-making.
Also, some policies face a formal and/or informal veto from political leaders
(these two options are not mutually exclusive but rather complementary). The
windows of opportunity for technocrats regarding policy changes are limited
both in terms of the policy areas to which they are granted access and in terms of
the scope of their influence on policy outcomes. The weakest link here is not the
development of plans and programs of reforms but their implementation by the
state apparatus, which is usually not controlled by the technocrats and has little
or no incentive for policy reforms regardless of their content. If the quality of the
state apparatus is poor, then the technocrats’ chances of successfully implementing their plans and programs (even when their hands are completely untied in
conducting policy reforms) are slim. Therefore, technocrats limit themselves to
partial solutions, diminishing the scope and domains of policy reforms to those
specifically protected by political leaders who may grant their patronage to these
changes for various reasons. These solutions are less risky in terms of disloyalty
of technocratic reformers, but the benefits of the resulting policy advancements
for political leaders and their countries are also far from obvious. This is why
good intentions of improvements in certain policy areas may contribute to further worsening of the situation.
However, the most important challenge for technocratic policy reforms lies
not along the lines of conflict between political leaders and policy reformers
and is not even related to the resistance of the bureaucracy to policy changes
(whether open or concealed) but arises from the policy influence of interest
groups operating both within and outside the state apparatus. The gap between
politics and policy-making opens a window of opportunity for “distributional
coalitions”15 and numerous rent-seekers, whereas technocrats’ opportunities to
build efficient informal (let alone formal) pro-reform coalitions are markedly
limited. The struggle between technocratic policy reformers and rent-seekers
over policy decisions was at the heart of the turbulent changes in Russia in the
1990s and the 2000s.16 However, the subordinated status of technocrats makes
them vulnerable in terms of politics. Within the framework of the political
model, politicians and/or parties may use the popular mandate to launch policy
reforms in at least the early stages of political business cycles. Meanwhile, under
the conditions of the technocratic model, these opportunities can disappear at
any given moment if rent-seekers become more influential in behind-the-scenes
lobbying and/or if opponents of the reforms successfully establish coalitions of
potential losers from the policy changes.17 Although insulation of reformers
from these influences may reduce the risk of policy changes being curtailed, it
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also reduces the political support available to technocrats and may provoke them
into tacit alliances and compromises with rent-seekers.18 In essence, technocratic
reformers can reach success only when their plans coincide with the priorities
and preferences of political leaders. This is why the major political resource of
technocrats is their ability to sell policy recipes to political leaders using bright
covers and attractive labels whenever those leaders are willing to buy their proposals. Under the conditions of the politico-economic order of bad governance,
this venture is questionable to say the least, and it comes as no surprise when
the reforms become unsustainable, and are ultimately distorted, diminished,
or revised—and not always because of the outcomes of the actual policy. Moreover, policy failures do not so much bury technocrats’ reform plans as such but
diminish the chances of their implementation by the same teams of reformers.
The combination of negative features that shapes the technocratic model
of policy-making are: (1) aggravation of principal-agent problems; (2) risks of
disloyalty and attempts at their evasion; (3) limited resources and powers of
technocrats against the background of; (4) resistance from interest groups; and
(5) limited opportunities for pro-reform policy coalitions. These factors make
technocratic reforms unreliable and unsustainable. Under these conditions,
technocrats may fall into a trap where their overall role in policy-making diminishes over time, yet they have few opportunities to advance major changes
while they still can. Policy areas and zones where positive changes are possible
are reduced to a limited number of pockets of efficiency with unfavorable odds
of extending them to other policy areas; while the technocrats’ discretion is limited to the development of policy programs in the form of advice and consultation without power over the adoption of key policy decisions or control over
their implementation.
To put it succinctly, if viziers remain loyal to political leaders but lack major
leverages of influence, they may become “eunuchs” of a sort. They often maintain a formally high status that serves as a reward for loyalty and camouflages
their inability to exert meaningful influence on policy-making, let alone politics, in their states. In the end, the boundary between technocrats and rent-seekers may be blurred: even if the top echelons of the Russian state agencies are
staffed by professionals responsible for problem-solving,19 their presence does
not change the overall picture of bad governance. Rather, technocrats perform
important functions of fool-proofing:20 they may protect autocrats from the
most dangerous policy failures, which may result from incompetence and/or
their subordinates’ excessively voracious rent-seeking appetites (similar to those
of Yakunin, described in chapter 2). Yet under conditions of bad governance,
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policy reforms as such cannot become a magic bullet to diminish the negative
effects of this politico-economic order. Technocrats themselves cannot improve
the quality of governance, and may be not very interested in doing so, lacking
strong positive performance incentives.
These flaws and limitations of the technocratic model are universal and not
related to particular countries or historical periods. However, under the conditions of the politico-economic order of bad governance they are aggravated over
time.21 These factors are inescapable and push political leaders, even if they opt
for policy reforms, to concentrate their efforts on a narrow front of top-priority
reform projects at best and pay less attention to policy changes in other areas. In
the worst cases, they are tempted to revise their priorities and to sacrifice reforms
to the benefit of the coalition of bureaucrats and rent-seekers. In addition, the
dependence of political leaders in Russia on “regime cycles”22 places priority on
those policy changes that may bring relatively quick positive outcomes, while
long-term development plans often remain on paper. Due to these factors, even
if technocratic reformers enjoy full support from political leaders and overcome
resistance from rent-seekers, they are limited in the time and scope of their plans
and are often convinced that their cause is hopeless from the very beginning.
Policy programs are often subject to self-censorship even at the planning stage,
while implementing some reforms becomes filled with bureaucratic tricks, unworkable administrative compromises, and the rejection of key elements.23
How does the technocratic model of policy reform in autocracies really work in
general and in Russia in particular? Why does it survive regime changes, only adjusting to changing circumstances, and what is its impact on the quality of governance in Russia and elsewhere? Why do technocratic policy reforms bring success
in some cases but result in failure in others? How sustainable is the technocratic
model and to what extent do political models present acceptable and realistic
alternatives? Some of these issues are explored and highlighted in this chapter.

The Origins and Substance of Post-Soviet Technocracy
In May 1992, two major post-Communist policy reformers—Czech prime minister Vaclav Klaus and Russian first deputy prime minister Yegor Gaidar—met
in a beerhouse in Prague. According to Gaidar, their discussions about economic policy soon evolved into a heated debate on the politics of transition.24
Klaus suggested that Gaidar and his team should not limit themselves to policy
recommendations but become independent political actors who had to build
their political bases of support, compete for political power, establish political
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parties, and participate in elections. Otherwise, Klaus warned, policy reforms
in Russia could be reversed and lead to undesired outcomes. Gaidar, however,
was skeptical of Klaus’s recommendations and followed them only partially and
inconsistently. Overall, Gaidar and the other Russian policy reformers of the
1990s served as viziers who acted under Yeltsin’s patronage and (with certain
exceptions) did not attempt to play an independent role in politics. Similar tendencies were observed in the 2000s, when technocratic reformers were at the
forefront of policy-making in Russia but accepted the Kremlin-imposed formal
and informal rules of the game in politics as given facts rather than objecting to
these conditions.25 In the 2010s and later on, technocratic reformers in Russia
continued to serve as viziers, despite the dramatic shrinking of their room for
maneuver in terms of policy-making. Yet many analyses of policy reforms in
Russia and beyond disregard the impact of politics as a key factor in the success
and failure of policy changes or attribute secondary importance to this factor.26
Of course, it would be unfair to explain the greater success of the economic
reforms in the Czech Republic compared to Russia’s policy troubles in the
1990s only through the relationship between policy and politics in both countries: their initial conditions and structural problems were also very different.27
Moreover, Russia in the 1990s was heavily polarized in terms of politics and
also experienced numerous intraelite conflicts against the background of a
weakening state after the Soviet collapse. These developments left little room
for conducting consistent policies, several reforms were compromised, and the
decision-making process was chaotic.28 Even if Russian policy reformers in the
1990s had not restricted themselves to the role of viziers but attempted to themselves set the political agenda, their efforts might have been even less successful
in terms of policy outcomes. At best, Russia would have followed a path of “polarized democracy” similar to Bulgaria’s where policy was inconsistent and inefficient amid several changes of government.29 At worst, a defeat of the reformers
in the political arena could have aggravated the negative consequences of bad
policies similar to those conducted by the Soviet leadership before the collapse
of the Soviet Union, thus making the situation in Russia even more chaotic.
The technocratic reformers’ strategic choice of the role of viziers most probably
was the second-best solution. It brought certain short-term benefits for policy
changes in the 1990s and 2000s. However, over time, this choice resulted in an
increase in social costs for Russia in terms of both politics and policy-making.
What caused the turn of policy-making toward technocracy in post-Soviet
Russia instead of choosing a political model? The post-Soviet technocratic
reformers in Russia were pragmatic and skeptical of democratic procedures.30
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Their skepticism was fueled by the experience of Gorbachev’s perestroika when
politics deeply affected policy-making after major liberalization of the Soviet
system. Instead of the emergence of a political model of policy-making, these
developments greatly contributed to the economic crisis and the subsequent
collapse of the Soviet state.31 Among the reformers themselves, democratization was perceived as a source of risks stemming from populist policies and as
an obstacle to market reforms, while the insulation of government from public
opinion and the patronage of a strong leader were considered preconditions for
effective policy changes.32 Due to the major economic crisis and chaotic breakup
of the Soviet Union, opportunities to adopt a political model of policy-making
were missed. In 1991, the Russian Parliament delegated extraordinary powers
to Boris Yeltsin, who established unilateral control over government formation
and policy-making, and this decision was enthusiastically approved at that time
by Russia’s political elite and by public opinion. This move paved the way for
further institutionalization of the technocratic model, and the 1993 conflict
between Yeltsin and the Russian Parliament, when the latter lost in a zero-sum
manner,33 eliminated opportunities for possible revision of this model.
The technocratic model of policy-making in Russia faced numerous problems
related to the notorious inefficiency of the state apparatus and the policy influence of interest groups. The technocratic model presupposes that politics, with its
formal actors and institutions, which may affect policy-making (namely voters,
parties, and legislatures), should be banished from the policy arena. Yet politics
also affects policy-making due to the rise of informal actors—oligarchs, cronies,
friends, and followers of political leaders whose policy influence is often much
greater than that of formal actors. In the 1990s, the influence of interest groups
on policy-making was a side effect of the major decline of state capacity in Russia, growing pains so to speak, of the construction of new states and economies.
However, in the 2000s and especially in the 2010s, this process became an indispensable part of bad governance and growing pains transformed into a chronic
disease. The increasingly rent-seeking way Russia was governed discouraged policy reforms and reduced them to optional items on the policy agenda. Finally, by
the 2020s, policy reforms were excluded from the menu of options altogether,
although technocrats still play a major role in fool-proofing, preventing Russia’s
turn to further decay and degradation in terms of the quality of governance.
Meanwhile, a full-fledged insulation of policy-making from politics was unavailable in many instances: the technocratic model had little chance of realization in a pure form. At minimum, political leaders considered public support to
be an important factor in the preservation of their power, thus making politics
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matter for policy. To a great degree, public opinion in Russia was a function
of mass evaluations of policy performance,34 and despite certain incentives for
policy reforms in given areas, poor performance generated short-term risks of
declining public support for political leaders due to the social costs of unpopular measures. Even relatively minor bumps on the road, such as the poorly conducted monetization of social benefits in Russia that caused the wave of public
protests in 2005,35 resulted in postponement of policy reforms in various areas.
No wonder that later on the very notion of “reform” was rarely used in Russian
political discourse and became synonymous with changes that bring numerous
negative effects.36 Moreover, in electoral (rather than in hegemonic) authoritarian regimes, political leaders fear loss of power due to undesired outcomes
of elections.37 These factors provide political leaders with incentives for the extensive use of the state apparatus for political purposes, ranging from delivery
of votes for desirable election results to distributing influential posts and rents
among allies in informal ruling coalitions. This is why barriers to policy reforms
become almost insurmountable.
As a result, post-Soviet technocratic reformers found themselves between a
rock and a hard place. On the one hand, political leaders and public opinion
expected policy successes; on the other, their policy plans met fierce resistance
from interest groups and the state apparatus. This situation contributed to privatizing gains and nationalizing costs: the costs of policy changes were imposed
on society, while rent-seeking cronies of political leaders became the main beneficiaries. Technocratic reformers, even if they were able to implement their plans,
rarely benefited from policies themselves, but were criticized from every corner,
and their achievements could be revised due to changing political circumstances.
Still, the need for social and economic development maintained demand for the
presence of technocratic reformers in ministries and state agencies and called
for more proposals for policy changes.38 Yet the scope of this demand declined
over time, and the supply of reforms became increasingly unwanted. According
to an analysis by the Center for Strategic Research, the Strategy 2010 program
of policy reforms developed by technocrats was only 36 percent implemented;39
a follow-up policy program Strategy 2020, to some extent developed by the same
expert teams in the early 2010s (and based on its predecessor’s policy proposals),
was curtailed and only 29 percent of its plans were implemented.40
Nevertheless, the same approach to strategic planning was used once again;
in May 2018, after his inauguration for his fourth term, Putin signed a new collection of decrees that set strategic goals for Russia until 2024. The contents of
these decrees were even less comprehensive and less concrete than those of their
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predecessors, but the Kremlin proudly announced that Russia was to become
one of the top five global economies by 2024. In practice, this round of strategic
planning in Russia faced the same institutional problems, such as poor coordination of state agencies and insufficient leverages of manual control from Putin’s
side. But this time, implementing the strategic plan was related to national projects: eighteen large-scale state programs were approved by the government, and
huge funds were assigned to achievement of these goals. However, according to
analysis done by the Audit Chamber in early 2020, most of the national projects
were conducted in a rather inefficient way, and the state funds were sometimes
not even spent 41 or their use did not bring the desired results. Still, the main
proponent of the national projects, Putin’s economic advisor Andrei Belousov,
also known as the leading statist among top economic policymakers, was promoted to first deputy prime minister in 2020. Meanwhile, the economic downturn caused by the COVID-19 pandemic made many of the previously approved
national projects irrelevant, and national development goals were once again
brought into question. Under these conditions, the constrained political and
policy autonomy of the government vis-à-vis the president diminished even further. It came as no surprise that in August 2020 Putin unilaterally and abruptly
changed the national development goals he had previously established. Implementing ongoing national projects was simply postponed until 2030, a date that
coincided with the end of the following presidential term (allegedly a term to be
served by Putin himself). Moreover, the list of Russia’s strategic targets was revised, and the much-debated statement about Russia’s planned ascendance into
the top five global economies suddenly disappeared from it.42 The approach to
the revision of these targets was criticized by some observers,43 but most important, the validity of strategic planning for Russia’s development was questioned,
as no one took it seriously as a mechanism of setting goals for the country—at
best, these plans could be considered political tools of the Kremlin rather than
policy instruments. Considering this experience, the fate of new major policy
programs seems uncertain at best.
Judging by the contents of policy reforms initiated by technocrats in Russia in
the 1990s, 2000s, and the 2010s, one may identify these reforms as “neoliberal,”
as initially they were aimed at privatizing state enterprises and at diminishing
state involvement in the economy. In fact, Strategy 2010 and other policy programs in Russia were greatly influenced by the neoliberal drive that was a feature
of many post-Communist transformations.44 Moreover, some technocratic reformers, such as Gaidar and members of his team, were actively involved in Russian politics under the banners of liberal parties (Russia’s Choice, Democratic
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Choice of Russia, and Union of Right Forces) in the period between 1993 and
2003.45 Ulyukaev, who served as Gaidar’s advisor in the early 1990s and took
key governmental posts in the 2000s, may be a prime example of a reformer
following such a trajectory. That said, these reformers largely remained loyal to
the Kremlin, serving as viziers. This is why in the Russian context technocrats
were often labeled “systemic” liberals by analysts and observers (as opposed to
“non-systemic” liberals, who openly raised their voice against the Kremlin).46
Yet such an equation of technocrats with economic liberals would be rather incorrect, if not misleading. First, many of the policies proposed by technocrats
were not so neoliberal either in terms of content or outcomes, even if they were
promoted under liberal slogans. The analysis of reform of Russian electricity
in the 2000s conducted by Susanne Wengle convincingly demonstrated that
despite the fact that Anatoly Chubais, the leading figure of the camp of Russian
liberals, was the main driver of changes, its results were far from the wishes of
followers of Friedrich Hayek and Milton Friedman.47 The former nationwide
electricity network, RAO UES, was divided into several subnational monopolies, which in turn, were taken over by major companies such as subsidiaries
of Gazprom (in Central Russia) or aluminum giants (in Siberia) so the reform
was probably not so much a matter of neoliberalism (or ideology in general) but
rather of the business interests of key stakeholders. Second, a number of highly
visible technocrats in Russia, such as the former presidential economic adviser
Sergey Glazyev or Andrey Belousov, were not liberals at all, and may be better
considered economic statists and illiberal politicians.48 Furthermore, as Joachim
Zweynert points out, liberal economic ideas in Russia remain less than popular
within the expert community after a quarter century of post-Communism,49
so labeling virtually all technocratic experts in Russia “liberals” may have little
relevance for analysis of their role in policy-making.
Despite the unequivocal rejection of economic growth and development as
policy goals of the Russian authorities in the 2020s,50 one should not infer that
the post-Soviet technocratic model of policy-making has been exhausted. On
the contrary, it seems that under conditions of bad governance, the technocratic
model finds no alternatives in Russia. The key asset of post-Soviet technocrats
is their (often high-quality) professional expertise, especially in complex and
technically difficult areas such as tax policies51 or the banking sector,52 where
political leaders cannot govern without reliance upon qualified professionals. In
essence, politicians want to avoid major crises in the governance of their respective countries and seek foolproof approaches at least to the economy and finance.
In addition, the participation of technocrats in informal ruling coalitions may
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increase the sustainability of regimes: it allows political leaders to use divideand-rule tactics vis-à-vis their junior partners53 and reward successful technocrats who combine both loyalty and competence. The involvement of technocrats in policy decision-making is considered by economic agents (including
international businesses) to be a possible barrier against the expropriation of
their assets by rent-seeking bureaucrats and against arbitrary changes in the rules
of the game. Thus, the promotion of reforms or even the maintenance of the
status quo by technocrats serves the legitimation of the politico-economic order
of bad governance and brings benefits to political leaders, and sometimes (but
not always) to the technocrats themselves. At the same time, political leaders,
who may be genuinely interested in policy success, can blame technocrats for
undesired costs and unintended consequences of reforms, while positive results
of policy changes may open up new opportunities for rent-seekers and increase
the aggregate profits of the members of the informal ruling coalitions.54 Even
the potential replacement of competent technocrats with loyal yet incompetent
ones (if and when it occurs) does not mean inevitable revision of the technocratic
model as such, even though the quality of policy-making may decrease, thus further aggravating numerous problems of bad governance. This is why one must
turn from a normative critique of the technocratic model of policy-making to
its positive analysis: how it really works and why its political and policy effects
are so diverse and often contradictory.

Technocracy at Work: Policy Reforms in the Crossfire
For policy reformers, there is seemingly no task more daunting than conducting
major changes within the framework of the political model of policy-making.
They face opposition from public opinion, the parliamentary opposition, social
movements, media, and interest groups. One can imagine what might happen
if major policy changes such as the introduction of the Unified State Exam
(EGE)55 in Russia in the 2000s were advanced by a government politically accountable before a legislature elected via free and fair contest. In that event, an
informal coalition of angry parents, dissatisfied educational bureaucrats, and
teachers and rectors of most universities would not allow the reformist minister
of education to propose the draft bill on the EGE to the parliament, and opposition parties could block the proposal during floor discussions and/or attempt
to revise it after the next elections. At best, this reform would be protracted,
postponed, and implemented in a different format than initially developed; at
worst, it could be completely buried.
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Within the framework of the technocratic model, the introduction of the
EGE occurred under a completely different scenario. Anticipating huge resistance from opponents of the reform, the Ministry of Education co-opted them
into the group in charge of developing the National Education Doctrine (a false
target, initially proposed to generate clamor without any real policy impact). At
the same time, it pursued a creeping introduction of the EGE under the label of
an “experiment,” which set its scope to seven years. When the experiment became so widespread over the course of the 2000s that almost all school graduates
were required to pass the EGE, the legal codification of this already adopted
decision by the parliament become inevitable. However, the initial ideas, which
proposed linking EGE results with the amount of state funding of university
fees via individual state financial obligations (GIFO), were sacrificed along the
way. The rejection of the GIFO was an element of the deal between technocratic
reformers and members of the State Duma, in return for pledging loyalty to the
EGE; in addition, the reformers themselves had little interest in introducing
GIFO, it being a technically complicated venture.
At first sight, this policy outcome could be regarded as a success story for
the technocratic reformers: using bureaucratic tricks and administrative maneuvering, they overcame the resistance of various interest groups and the mass
public and implemented their project. Yet the EGE faced problems due to the
inappropriate incentives of the subnational bureaucracy. EGE results in the regions counted toward evaluation of the performance of regional governors, thus
tempting them to achieve better EGE numbers at any cost, including leakage
of tests and blatant fraud.56 Later, however, evaluation rules were changed, and
as EGE results became more or less objective, the exam’s introduction became
irreversible. While the educational mobility of students increased, corruption
in school exams declined, and university entrance exams were eliminated, major
side effects became visible later. The content and meaning of the EGE degraded
over time as the pressure of interest groups such as educational administrators
and university managers resulted in fundamental changes. First, anonymous
testing was gradually replaced by other mechanisms of evaluation oriented
toward the subjective judgments of teachers and more vulnerable in terms of
corruption. Second, EGE certificates, initially available for applications to various universities (such that the best school graduates could choose among them),
were used for admission to only one college chosen by graduates.57 At the end of
2016, Olga Vasilyeva, then the minister of education, announced the plan that
all Russian universities would regain the right to introduce extra entrance exams
in addition to the EGE, thus greatly diminishing its value. Yet, this plan is not
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fully implemented, however. But since many Russians perceived the EGE negatively, and its legitimacy was and still dubious,58 the revision of the reform and
the possible rejection of its achievements could be met with no serious resistance.
Which is a better solution in terms of policy outcomes? First, a long preparatory period for the reform, which involves public discussion, mutual adjustment
of major stakeholders’ positions, step-by-step implementation and further embedding; or second, a quick imposition of the reform in the format of a secret
operation, bypassing key actors and public opinion, followed by further revisions
and ultimate emasculation? Answering these questions requires an in-depth
analysis of policy changes in comparative perspective that lies beyond the scope
of this book. But in the context of post-Soviet Russia, several policy reforms
combined the worst features of the two options and involved appeasing and
co-opting stakeholders on the one hand and privatizing gains and socializing
losses on the other. In such cases, tactical selective appeasement of stakeholders
may give rise to a strategy for policy change where buying the loyalty of veto
players turns from a means to an end of technocratic reforms. In that event,
not only will policy outcomes become imperfect, but the legitimacy of the reforms will come under question. The fate of large-scale privatization of state
enterprises in Russia in the 1990s is instructive. Privatization was accompanied
by co-opting former Soviet enterprise bosses, the so-called red directors, in exchange for their loyalty and the use of special conditions for privatizing the most
attractive assets through loans-for-shares deals. This contributed to the transfer
of property rights to a limited number of oligarchs closely linked with political
leaders.59 Although in economic terms this reform was relatively successful and
many privatized enterprises performed much better than state-owned companies,60 the legitimacy of privatization in Russia in the eyes of the mass public
was much lower vis-à-vis some other post-Communist states. A large share of
Russians endorsed en masse revision of privatization deals.61 No wonder that the
counterreform promoted by the Russian state in the 2000s, namely the creeping
nationalization of assets of privatized and private-owned enterprises (“business
capture”),62 was deemed much more legitimate than privatization and reversed
the reforms of the 1990s to a great degree. According to data from the Russian
Federal Anti-Monopoly Service, by the end of 2016 the Russian state controlled
more than 70 percent of all assets in the country’s economy.63
Thus, reformers who pursue policy changes within the framework of the
technocratic model of policy-making are caught in the crossfire of two extreme
options. If they try to satisfy powerful interest groups and propose far-reaching
compromises for the sake of their co-optation, these compromises may turn out
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to be so ineffective that the reforms do not achieve their goals. However, should
the reformers outwit their opponents in the run-up to the adoption and implementation of policy programs and successfully push through their proposals,
the policy changes will not be irreversible. They will potentially be easily undone by counterreforms initiated by interest groups who may restore the situation to the previous point of departure or even make it worse than the original
status quo. This is why technocratic reformers often cannot limit themselves
to policy-making; they must rely upon political support not only from parties
and/or public opinion but also primarily from political leaders. Indeed, political
leaders may be interested in successful policy reforms if these strengthen their
powers and/or increase their public support. In such cases, the leaders may lead
informal pro-reform policy coalitions, whether broad or narrow in nature—the
recentralization of state governance in Russia in the early 2000s may serve as a
prime example. 64
However, political leaders’ support for technocratic reforms is not a guarantee
of policy success; even if this condition is necessary, it is not sufficient. First,
leadership changes may put previous policy priorities into question (as happened
in Russia with technological modernization, which was set as a top policy priority during Medvedev’s presidency). Moreover, if the personal stances of political
leaders shift for one reason or another, then policy priorities can even reverse
direction. For example, the move by Russia’s rulers from economic development
goals to geopolitical adventures after the annexation of Crimea in 2014 put Russian technocratic reformers into a semi-peripheral position in terms of policy
priorities, which had been changed by Putin almost overnight. However, even if
political leaders sincerely support policy reforms over a long period of time, their
list of top policy priorities is inherently limited. While they concentrate on supporting several major policy changes, the rest of the items on the policy agenda
will remain of secondary importance. The other side of the coin in the success
story of tax reform in Russia in the early 2000s, actively backed by Putin,65 was
the failure or at least limited advancement of several other policy reforms.
The support of political leaders is vitally important for technocrats because
it gives them leverage for overcoming resistance to policy reforms by powerful
interest groups. Sometimes, even this support is not enough; strong and embedded interest groups can divert policy changes in a different direction. This
is what happened with police reform in Russia in the early 2010s: despite open
and loud public discussion (or perhaps courtesy of this discussion) the outcome
of the reform was essentially limited to window dressing and the reshuffling of
some personnel.66 And even if political leaders reduce interest groups’ resistance
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to policy changes, technocrats are rarely able to impose control over the bureaucrats in charge of implementing policy—especially if these policies require interaction and effective coordination of various agencies.67 It is not by chance
that while the Ministry of Finance and the Central Bank of Russia were able
to conduct successful macroeconomic policies, target inflation, and implement
tax reforms,68 welfare policies in Russia were conducted in “muddling through”
mode and/or merely redistributed federal state subsidies.69 The main difference
was that governing state finance and policy reforms in this area depended on
decisions made by a narrow circle of technocrats, and their formal and informal
coordination enabled prudent policies; whereas welfare policies required complex coordination not of several persons but of various state agencies on both
national and subnational levels. Given the poor quality of the bureaucracy and
weak incentives for reforms, it was exceedingly difficult to achieve sustainable
coordination, and even the efforts of the technocrats and political leaders were
not enough to resolve these issues.
It is thus unsurprising that to technocrats, the most attractive mechanism
for implementing policy reforms is the creation of pockets of efficiency—separate organizations with large funding and discretion that can play according
to special rules of the game, beyond general principles of state regulations and
have more room for maneuvering in conducting policy reforms. For example,
implementing large-scale privatization of state enterprises in Russia in the 1990s
became possible only because of the establishment of the State Property Committee (Goskomimushchestvo), a powerful vertically integrated agency that had
the exclusive right to organize the sale of state assets and was controlled by the
team of technocratic reformers led by Chubais.70 Despite the fact that the central government of Russia in the 1990s had weak leverages of control vis-à-vis
regional authorities, Goskomimushchestvo, using the sticks of threats and the
carrots of bonuses, was able to conduct a federal program of privatization in
most of Russia’s regions (with some notable exceptions such as Moscow City and
Tatarstan). Moreover, Goskomimushchestvo, using various tricks, was not only
able to squeeze legal approval of its proposals through government, parliament,
and the presidential administration, but also to acquire broad discretion in its
activities, thus becoming a “state within the state.”71 However, after the end of
privatization and Chubais’s following removal from several top positions in the
government, the influence of Goskomimushchestvo and its successor agencies
greatly declined. The formal institutionalization of pockets of efficiency may
be supplemented by informal mechanisms of their patronage by political leaders
who may support their beloved pet projects in various areas. There are many
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examples of such projects,72 and some of them have brought certain positive
effects. Overall, however, political patronage is vulnerable as a mechanism for
promotion of policy reforms because of its informal nature and dependence on
political circumstances.
To summarize, one might argue that the imperfect technocratic model of
policy-making cannot preserve many reforms (even under favorable political
conditions) from partial and inconsistent implementation, emasculation, major
revision, or even complete reversal. In the case of the political model, parties and
their leaders can correct errors after certain policy failures and relaunch policy
reforms under new conditions during one of the subsequent political business
cycles. But for technocratic reformers, whose professional credibility depends on
their reputation in the eyes of their bosses—namely political leaders—a second
chance may never come. This fact produces incentives to use windows of opportunity only to conduct those policy reforms that can bring immediate positive
effects. Conversely, policy changes oriented toward long-term advancements may
be postponed or result in unworkable compromises. Against the background of
the success story of tax reform in Russia in the early 2000s,73 the failure of the
pension reform launched during the same period74 is a telling example. Changes
in the tax system benefited the Russian state and its rulers soon after inception
in the early 2000s; whereas the pension reform assumed benefits only in the long
run and generated costs for individuals and companies because of the proposed
transition to an accumulative pension system and the increase in the age of retirement. Since the technocratic reformers and political leaders who had initially
supported the reforms had little interest in adopting and implementing policies
that might only bring significant returns decades later, and the bureaucracy as a
veto player insisted on preservation of the status quo, debates on pension reform
resulted in a compromise aiming to satisfy the major actors. A partial and contradictory 2002 pension reform did not solve any problems but only postponed
them, even though the conditions for major changes seem to have become less
and less favorable over time. Overall, however, the choice of short-term priorities
for policy reform reflected the fact that many post-Soviet leaders have tended to
behave, in Olson’s terms, as “roving” rather than “stationary” bandits.75 Their
horizons of policy planning have rarely exceeded the next election cycle, while
transitions to hereditary succession of power are unlikely.
Thus, the imperfect technocratic model of policy-making faces major and
irresistible constraints. On the one hand, technocratic reformers and their
patrons among the political leaders prioritize policy reforms with short-term
positive effects at the expense of long-term programs. On the other hand, the
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poor quality of the bureaucracy and the influence of interest groups distort the
goals and means of policy changes and negatively affect policy outcomes. Even
if technocratic tricks (quasi-experimentation, creating special conditions for reforms under the political patronage of leaders, co-optation, and compromises
in the form of sacrificing some reform projects) have brought certain successes,
their price may be prohibitively high in terms of irreversibility of policy changes.
But even if one admits these flaws and defects of the technocratic model of
policy-making, to what extent are alternatives to this model possible, desirable,
and realistic, and what are their effects?

Alternatives to Technocracy: No Way Out?
What would happen in Russia if for whatever reasons policy reforms in all areas
were abandoned and technocrats only maintained the status quo in crucially
important policy fields? Most probably, in the short term neither the political
leaders nor the ordinary citizens would notice anything important. They might
even breathe a sigh of relief because they were tired of the numerous successful and unsuccessful policy reforms over the last quarter century. The negative
effects of the persistence of the status quo bias might be observed only in the
medium term and/or after a change of political leadership. Policy reforms and
mechanisms for their conduct would eventually be at the center of the political
agenda, and alternatives to the imperfect technocratic model of policy-making
would be discussed once again.
From the viewpoint of many analysts and the technocrats themselves,76 the
most plausible solution is a correction of the defects of the technocratic model
of policy-making aimed at its improvement. One may consider incentivizing bureaucratic performance through competition between agents, constraining the
discretion of certain state agencies and revising their powers and, as the most
radical solution, the replacement of “bad” political leaders, whose informal ruling coalitions are packed with rent-seekers, with “good” reform-minded and less
corrupt autocrats. The problem, however, is that successful policy reforms in
autocracies are relatively rare not only because of the personal traits of the political leaders but also because the incentives presented to them have left little
chance of fixing the inherent defects of the imperfect technocratic model and
transforming it into a perfect one. But even recruitment en masse of the best
and brightest professionals into the ranks of policy reformers cannot guarantee
that the major problems of the technocratic model will be resolved. Quite the
opposite, the poor quality of the bureaucracy and the dominance of rent-seeking
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interest groups make attempts to improve the technocratic model questionable:
they may result in the expansion of (already rigid) state overregulation and in
the increase of the discretion of state watchdogs and law enforcement agencies.77
These changes may create new obstacles to policy reforms instead of the existing
ones, or even in addition to them.
But what of the odds of a hypothetical transition from the imperfect technocratic model of policy-making to the political model bringing positive outcomes?
In the short-term perspective, these odds are rather dubious. The experience
of post-Communist Moldova and Ukraine (especially after 2014) tells us that
politically accountable governments, even if they are formed through free and
fair elections, are often no better at conducting policy reforms than technocratic
cabinets of ministers. In these cases, the risks of state capture from outside, by
oligarchic interest groups who compete with one another over rent-seeking, are
high, and policy reforms may be blocked even if they are a priority for political
leaders. A chain of weak, inefficient, and corrupt cabinets of ministers is not an
attractive alternative to the technocratic model. Another risk of such a transition
is the aggravation of principal-agent problems within a predatory piranha-like
state apparatus78 and a possible shift toward decentralized corruption, which is
justly considered even more dangerous than centralized corruption.79 In addition, the political model means that politically accountable governments may
be hijacked by economic populists who may try to exploit the popular mandate
to conduct inefficient policies. It may take Russia to numerous failures from the
viewpoint of policy outcomes under conditions of bad governance, and temptations and risks of this kind may increase over time.
However, in the case of present-day Russia, both improvement of the imperfect technocratic model of policy-making and transition to the political model
appear unrealistic. Since the political regime in the country is far from being in
a full-scale crisis, its incentives are not toward change but toward preservation
of the status quo. This is why the main alternative to policy reforms in Russia
is further appeasement of rent-seekers and further sluggish development if not
stagnation.80 The sad fate of Ulyukaev, the major proponent of post-Soviet technocracy, may serve as a prime example of this tendency. In November 2016 Ulyukaev, who was minister of economic development at the time, was fired and later
sentenced to eight years in jail due to accusations of bribery during the process
of privatizing a large block of shares of the state-owned oil company Rosneft.
According to media reports, Ulyukaev, who had consistently objected to the
government giving preferential treatment to state-owned companies and raised
his voice against the proposed mechanism of privatization of Rosneft, was most
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probably not guilty of these criminal charges. Meanwhile, soon after Ulyukaev’s
dismissal, the Rosneft block of shares was privatized in a nontransparent and suspicious way: the state-owned Gazprombank offered credit to two foreign investors in exchange for being loaned these shares. Just before this deal, Rosneftegaz
(the holding company that controlled Rosneft shares) had put a large deposit
into Gazprombank, so that this money was used to fund the privatization deal.
Some observers even compared this model to the infamous loans-for-shares deals
of the 1990s.81 The outcome of this deal was an increase in the influence of Igor
Sechin, Putin’s close ally and CEO of the Rosneft, who was notorious as a highly
voracious rent-seeker even in the rather grim context of Russian crony capitalism.
Ulyukaev, who stood for other policy priorities, was sacrificed to the interests of
rent-seekers with the consent of Russia’s political leadership. This episode (like
many others of its kind) was hardly conducive to policy reform.
Ironically, Ulyukaev’s own statement, made more than two decades before his
downfall, turned out to be prophetic. In the case of the privatization of Rosneft’s
block of shares (and many others), the decision-making was quite competent
and did indeed “depend upon knowledge and experience but not upon voting
results.” The problem was that the competence, knowledge, and experience of
rent-seekers was much more important than the competence, knowledge, and
experience of Ulyukaev and the other Russian technocratic reformers. While
attempting to avoid the negative effects of politics on policy-making and “to
achieve a ‘regime of non-interference’ of politics in other spheres of public life,”
technocrats found themselves caught in a trap: policy-making was affected by
more negative influences, while politics only aggravated these problems. Under
these conditions, the technocratic cure became more dangerous than the disease
of bad governance, and it remains to be seen whether Russia will find a more
efficacious one.

Ch a pter 6

Success Stories amid Bad Governance

W

hile this book describes present-day Russia as a case of
bad governance, the main objection to this description is related
to the fact that Russia (both now and in the past) has demonstrated certain major achievements of state policies in various fields, and some
state-directed projects and programs may be labeled success stories in international comparisons. Recent achievements of this kind have been analyzed at
the level of several of Russia’s regions,1 of certain sectors of the economy (such
as agriculture),2 and of some state agencies (such as the Central Bank).3 Their
impact is important and visible enough that one should not dismiss these cases
merely as minor and negligible exceptions, the specifics of which only confirm
the overall rules of bad governance. At minimum, one must pose a question
about the causes and mechanisms that allow major successes amid the grim picture of notorious inefficiency, ubiquitous corruption, and widespread rent-seeking involved in governing the Russian state. Moreover, the in-depth deviant case
analyses of these outliers will aid in a better understanding of the general trends
of bad governance through identification of its limits. In other words, when and
under which conditions can the state happily turn from bad governance to good
governance, at least for a while, and why may such a wondrous conversion occur
in certain cases when in others it does not?
The literature on developmental policies beyond the global West has paid attention to “pockets of efficiency”4 or “pockets of effectiveness”5—state-directed
priority projects that are intentionally designed and implemented under special conditions under the patronage of political leaders. Some of these projects
have brought not only short-term successes but also major long-term returns
and outlived their initial conditions and intentions. However, the list of possible
causes of such success stories is quite diverse and includes several organizational,
institutional, and technological factors, and quality of management and personnel, which often tend to be considered country-specific and context-bounded.6
Similar tendencies might be relevant for research on Russia. For example, in
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his comprehensive overview of innovation projects in pre-Soviet, Soviet, and
post-Soviet Russia, Loren Graham focuses on the efforts of certain creative individuals and collective drivers of technological progress vis-à-vis the rigid system
of state governance and the political and institutional environment, which was
unfavorable for developmental projects.7 Although it is hard to object to these
observations, his focus of analysis leaves unanswered the question of why state
policies sometimes paved the way to major breakthroughs (such as the Soviet
space project, briefly mentioned by Graham), while other times they resulted
only in a waste of resources? The analysis of success stories faces not only the
need for conceptual homogenization of a diverse empirical field even within the
same country (let alone cross-national research) but also the framing of theoretical and disciplinary scholarly perspectives. For Barbara Geddes, the explanation
of pockets of efficiency in Brazil and other Latin American states is driven entirely by institutional accounts;8 the comparative analysis of Michael Roll mostly
focuses on the political leadership and organizational settings;9 and Graham,
in turn, offers a path-dependent perspective on exceptional successes in Russia
amid numerous failures.10 Thus, instead of generalization of analyses of success
stories, the research agenda meets with increasing fragmentation.
This chapter does not aim to present universal and comprehensive explanations of success stories in Russia and beyond but proposes a slightly different
view on the causes and mechanisms of these phenomena. I argue that effectively
implementing priority projects and programs by the Russian state might be
understood as the other side of the coin of bad governance. First, the political
leadership under conditions of bad governance needs success stories of national
development, not only in terms of policies but also as a tool of politics due to
their effects on domestic and international legitimation of regimes and leaders.
Second, the actual achievements of success stories may perform the functions of
both material and symbolic conspicuous consumption in the eyes of elites and
masses alike. Meanwhile, political demand for success stories provides certain
incentives for policy entrepreneurs among mid-range and top-level bureaucrats
who may pursue their upward career mobility and/or priority status and funding while also working toward achieving some broadly defined developmental
goals.11 The problem, however, is that these incentives for policy entrepreneurs
are often unsustainable because of their dependence upon patronage from political leaders, making institutionalization of success stories a difficult task.
Moreover, given the fact that some success stories are often implemented under
special deliberately designed conditions, their multiplicative effects, or trigger
effects12—that is, the extension of success stories to other projects, organizations,
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sectors, or regions—are relatively rare. Due to these constraints, some success
stories were short-lived, and their returns diminished over time: they not only
failed to improve conditions of bad governance but in fact even reinforced the
status quo. These tendencies are widespread in contemporary Russia and in
its Soviet (if not pre-Soviet) past; they do not contradict the overall pattern of
bad governance in the country and may even serve as inherent attributes of this
politico-economic order.
The structure of the chapter is as follows. After presenting the case of one
of the most well-known success stories in Russia, the Soviet space program, I
discuss the role and impact of success stories under conditions of bad governance and emphasize their constraints, which are related to the priorities of the
political leadership, the incentives of policy entrepreneurs, and the mechanisms
for managing top priority projects against the background of a shortage of resources. Further, I focus on the dilemmas of state policies under bad governance
in Russia and highlight the effects of diminishing returns of success stories due
to these constraints. The prospects and implications of success stories for Russia’s development are considered in the conclusion.

“But We Are Making Rockets”
Before turning to an analysis of the story of success and the story of failure of the
Soviet period, one important disclaimer is necessary. As argued in chapter 2, I
consider bad governance in present-day Russia to be a product of interest-driven
rent-seeking efforts of post-Soviet leaders and elites rather than an effect of various legacies of the past. At first glance, the focus on certain examples from the
1950s–1960s may seem to contradict this argument. However, the rationale of
the case studies presented below is a little different. I refer to them in order to
explore the issue of the causes of extraordinary achievements amid the overall
mediocrity of the government’s performance, regardless of the nature of the poor
quality of governance. Even though the political system and economic foundations of governing the Soviet Union after Stalin13 were quite different from
those in Russia in the early twenty-first century, it would not be a wild exaggeration to claim that both the Soviet Union and present-day Russia have underperformed in terms of quality of their governance, albeit for different reasons and
with different consequences for the respective countries. This is why looking
at the relatively rare examples of outstanding overperformance of state-driven
programs and projects in different political and institutional contexts may help
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us to understand why good apples may grow on bad apple trees, even though the
trees we are looking at may be of different sorts.
It is hard to find a more salient example of a developmental success story in
post-World War II Soviet history than the space program with its exceptional
achievements such as the first Sputnik orbital launch (1957) and the first human
mission in space, conducted by Yuri Gagarin (1961).14 This success story was
greatly appreciated at the time and is still perceived positively by many Russians: according to a 2008 nationwide mass survey, it was rated as the second
most important event in Russian history after victory in the Great Patriotic
War of 1941–1945.15 Indeed, the advancements of the space program served as a
profound demonstration of the technological progress of the Soviet Union and
contributed to an attractive domestic and international image of the country
and its political leadership within the context of the Cold War. However, the
success of the Soviet space program was short-lived: the major breakthrough
of the 1950s–1960s turned into a plateau in the 1970s–1980s, its material and
symbolic returns diminished over time, and subsequent events after the Soviet
collapse contributed to Russia’s recent shift toward the second echelon of the
global space superpowers. What were the causes of this trajectory, and why is
the experience of the Soviet space program important for understanding the
strong and weak sides of success stories in Russia, both in the Soviet and in the
post-Soviet period?16
The success of the Soviet space program would have been impossible without
the efforts of two key individuals. The chief designer Sergei Korolev (1907–
1966) was not only an outstanding organizer of science and technology who
effectively coordinated a huge number of individuals and organizations and
brilliantly implemented quite a few technologically complex and innovative devices and solutions; he was also (if not above all) a successful policy entrepreneur
who was able to persuade Nikita Khrushchev to make the space program as a
whole and especially a human mission in space his personal top policy priority.17
Khrushchev, in turn, desperately needed success stories, especially in the early
stages of his leadership when he was pursuing domestic and international legitimation and took major risks that proved to be justified in the case of the space
program.18 Khrushchev was emotional, ill-tempered, and not a very competent
leader: he often advanced certain policy innovations that brought only limited
success (as in case of the Virgin Lands agricultural program), and even trusted
charlatans such as the (in)famous academician Trofim Lysenko.19 The implementation of the Soviet space program, and especially of human space missions,
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was an expensive extension of the rocket segment of the arms race, and a possible defeat on this front vis-à-vis the United States (driven by differences in
the resource endowment and relative economic weights of the two countries)
could have proved sensitive for the Soviets in many ways. However, Khrushchev
accepted these risks and provided his personal patronage to the space program
and top priority funding for human space missions, despite fierce resistance from
the Soviet military.20
The outcome of these efforts greatly exceeded the wildest dreams of both
Korolev and his political patron Khrushchev. The Soviet Union won twice
on the space front because of the successful launch of Sputnik and especially
Gagarin’s orbital flight against the background of a belated start by their American rivals who had lagged at the beginning of the space program and had been
faced with numerous technical problems. The outstanding success of the early
stages of the Soviet space program opened new horizons for Korolev and his
team: they received carte blanche to implement its new stages, of which the first
and foremost was the human mission to the Moon, where the Soviet Union
entered competition with the United States known as the “Moon race.” As for
Khrushchev, the symbolic benefits that he (and the Soviet Union as a whole)
received because of the successes of the space program and its demonstrative
effects, multiplied by domestic and international propaganda,21 were highly visible, especially given the increasing scope of the numerous problems the Soviet
leadership faced in the early 1960s. However, the symbolic benefits brought to
the Soviets by Sputnik and Gagarin only partially compensated for the high
political and economic costs of the Berlin Wall, the Cuban missile crisis, the
shootings at workers’ protest rallies in Novocherkassk, and the need to buy grain
from abroad.22 Even then, these benefits were short-term, and their positive effects were only temporary.
There are no “if” paths of alternative history, and we will never know how the
Soviet-American Moon race might have gone had the Khrushchev-Korolev tandem’s drive behind the Soviet space program continued. However, the ousting
of Khrushchev from the Soviet leadership in October 1964 became a turning
point for his top priorities, including the Soviet space program. Soon after that,
under pressure from military-industrial lobbyists, the plans for the space program were reviewed in favor of their military component, while costly human
space missions lost their priority.23 In fact, the Soviet Union left the Moon race
well before the Apollo program in the United States was implemented in a fullfledged way and before it reached its peak in July 1969 with man’s first step on
the Moon. The events that followed this departure, such as Korolev’s premature
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death in January 1966, the chain of casualties during human space missions in
April 1967 and in June 1971,24 and Gagarin’s death in a plane crash in March
1968, contributed to the space program gradually losing the status of success
story for the Soviet Union. On a symbolic level, the struggle for space leadership
with the United States was framed as a kind of draw, with the symbolic gesture
of the joint Apollo-Soyuz space mission in July 1975. Yet in military terms, the
space rivalry with the United States continued, and it became more and more
of a heavy burden for the Soviets. In technological terms the Soviet Union was
not able to demonstrate new major breakthroughs and put them into mass production; while the United States successfully launched its new Space Shuttle
program in 1981, the Soviet response, Buran, did not even reach the stage of
human missions.25
In essence, up until the collapse of the USSR, the Soviet space program followed a pathway of improving those technological solutions that had been proposed and/or implemented in Korolev’s times. More important, the multiplicative effects of the Soviet space program remained limited: the major success
story of the Soviet Union on the space front did not contribute to new major
success stories in other fields that would have a genuine strong impact on the
country’s development. The Soviet space program remained a somewhat isolated
“pocket of efficiency,”26 and beyond this narrow field, its influence was relatively weak: no major multiplicative effects27 were observed—quite the opposite,
bureaucratic ineffectiveness became greater and greater over time against the
background of the increasing crisis of the Soviet economy.28 The one-off high
returns of the Soviet success story in space declined over time, and its previous
achievements increasingly performed symbolic compensatory functions, something visible as early as 1964, the heyday of the Soviet space boom. At that time,
the Soviet bard Yuri Vizbor in his song “The Story of Technologist Petukhov”
(Rasskaz tekhnologa Petukhova) identified himself with Soviet technological and
cultural achievements on behalf of the protagonist, who proudly stated: “But we
are making rockets . . . and also at the top of the world in the field of ballet” (zato
my delaem rakety . . . a takzhe v oblasti baleta my vperedi planety vsei). Yet the
keyword in this claim is not “rockets”: it is “but” (zato). It is also worth noting
that half a century after Vizbor, in 2014 the keyword “but” performed the same
compensatory function after the Russian annexation of Crimea, in the form of
the popular slogan “But Crimea Is Ours!” (Zato Krym nash!).
To summarize, one might argue that the Soviet space program followed a
developmental trajectory that was typical for a number of other success stories in
Russia and beyond: (1) top policy prioritization by political leaders who actively
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supported new projects and programs and offered full-scale patronage to policy
entrepreneurs; (2) quick achievement of visible results because of the high concentration of resources, with a number of symbolic returns; (3) limited multiplicative effects; (4) change in policy priorities (sometimes because of changes of
leaders and/or top managers of these projects and programs); and (5) subsequent
loss of the status of success story.
In many ways, the success story of the Soviet space program remains outstanding against the background of other technological advancements that were
not converted into major achievements due to the lack of high-level patronage
and/or other policy priorities of political leadership. Benjamin Peters in his
in-depth analysis of the failure of Soviet Internet presents impressive evidence
of what may happen to promising ideas if they do not receive strong enough
political support.29 He focuses on the sad fate of Soviet mathematician Viktor
Glushkov, the major promoter of building a “unified information network,” the
potential predecessor of, if not alternative to, the present-day Internet. Glushkov,
a director of the Kiev Institute of Cybernetics, proposed the development of
an All-State Automated System of Management (OGAS) that could pave the
way to making a nationwide computer network as the main tool of governing
the Soviet Union. However, Glushkov’s patrons in the Soviet bureaucracy were
second-order state officials at the level of ministries and the Central Statistical
Agency, while the top leaders, Brezhnev and Kosygin, remained indifferent to
his project at best. In addition, the powerful Soviet minister of finance, Vasily
Garbuzov, openly opposed OGAS, and in the end Glushkov fell victim to interagency rivalry. The OGAS proposal was never implemented, so the Soviet
Union, which in the 1960s was very much at the state-of-the-art global level in
this field, gradually lagged behind the West over the subsequent decades, and
this gap was never overcome. The Soviet model of governance, with its hierarchy
of the power vertical, greatly contributed to such an outcome; unlike the space
program, the Soviet Internet did not turn into a success story.
Yet this trajectory of success story is not limited to the context of the Soviet
experience of the 1950s–1980s, as one may compare the Soviet space program
with the more recent experience of the Skolkovo innovation center in the 2010s:
Skolkovo went through the same stages but in a more rapid way and with much
smaller effects. During the presidency of Dmitry Medvedev this project served
as a major symbol of the widely advertised plan for Russia’s technological modernization, was at the center of the president’s attention and was given priority
funding by the state and business actors despite the great skepticism of some
key stakeholders.30 The project aimed to achieve a breakthrough for Russia in
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the field of high technology, and was intended to build a new success story of
international technological collaboration based on active involvement of global
corporate and science leaders, ranging from Intel to MIT. However, the implementation of this project was limited in space (only a single suburban area near
Moscow) and in time (only during Medvedev’s presidency) and oriented toward short-term public effects in the manner of a showcase, rather than toward
long-term commercial benefits and technological advancements.31 It is no wonder that after 2012, when Medvedev lost his presidential position, the Skolkovo
project stalled and lost its priority status, its funding declined as the Russian
authorities no longer required major donations to Skolkovo from big business,
and its initially planned role as a major driver of high technology and economic
growth was all but forgotten. Subsequent developments, such as the deterioration of Russia’s relations with the West, the stagnation of the Russian economy
and the devaluation of national currency, further weakened the already limited
effects of the Skolkovo project. In 2013, the Russian law enforcement agencies
launched a criminal investigation against the Skolkovo Foundation, accusing
its top management of misuse of funds,32 while the Kremlin’s preferences in
the field of high tech shifted to yet another pet project, namely the “Innovation
Valley” of Moscow State University, which was conducted in collaboration with
the Innopraktika Foundation, led by Katerina Tikhonova, who was labeled in
the media as allegedly being the daughter of Vladimir Putin. This foundation
has received major contracts from other large state companies and state agencies, but its activities remain highly nontransparent, with little by way of results
visible yet. Some critics have observed that the replication of Skolkovo-type innovation projects in Moscow and other regions may be driven not by the goals
of technological development but rather by intentions of diverting state funds
into private pockets.33 Although the decline of Skolkovo was much more rapid
and dramatic than that of the Soviet space program, they represent typologically
similar phenomena of former success stories.
While analyses of pockets of efficiency as mechanisms of development conducted in Asia, Africa, and Latin America34 have underlined the key role of their
institutionalization and long-term impact, Russia’s success stories are largely
short-term ventures, ones that face major difficulties in their institutionalization
and especially impersonalization. Over time, these “success stories” tend to lose
their initially high-profile positions and undergo what has been labeled “bastardization” in the chapter 2 of this book—a systematic worsening in performance in
the process of implementation and subsequent decay.35 One should note, however,
that this chapter deals with real success stories, which are broadly understood
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here as achievements of outstanding overperformance of state-directed development programs and projects, highly visible nationally and/or internationally
for at least a certain period. It is not concerned with various substitutes for real
successes, such as Potemkin village-like fake demonstrative projects, or numerous
examples of fraud (such as the “cotton affair” in late Soviet Uzbekistan, doping
scandals in sports, and the like). Real success stories are meant to promote Russia’s development in various fields, but they are often implemented partially and
inconsistently. This is why we have to understand why Russia’s success stories have
not always reached their goals and have resulted in short-term achievements and
how the mechanisms of their implementation are related to the overall logic of
the politico-economic order of bad governance in Russia.

Actors, Institutions, and Incentives
The key ingredients of successful developmental projects and programs in the
public sector in Russia and beyond are top priority support from the political
leadership, effective efforts by policy entrepreneurs (ministers, governors, city
mayors, university rectors, company managers, and the like), and the competent
provision of these projects with material, financial, and personnel resources.
However, all of these components often bring contradictory results. The incentives for both the political leadership and policy entrepreneurs are mixed at best,
and resources, even if their concentration is high enough to achieve some success
stories, are insufficient for subsequent multiplicative effects and further dissemination of best practices.
The political leadership under conditions of bad governance is interested in
success stories for two main reasons. First, as stated above, some policy achievements help to legitimize the political status quo: despite the well-known argument that bad policy is almost always good politics,36 many political leaders
are interested in the economic growth and development of their countries, and
Russia is not an exception. Second, even though rent-seeking is the main goal
and substantive purpose of state governance in Russia, this fact does not prevent
leaders and elites from pursuing developmental goals that may also contribute
to rent-seeking. Several major state-led projects and programs accompanied by
large-scale embezzlement of funds (such as the 2014 Sochi Olympics) may illustrate this combination of rent-seeking and developmental goals.37 These projects
are not limited to rent-seeking and are also aimed at bringing some returns in
terms of development, although these returns are often relatively small because
of the high costs imposed by corruption. Similar to the political leaders’ demand
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for successful technocratic managers, who have to provide effective policies in
key sectors of the economy and finance (analyzed in chapter 5), these leaders
also need policy entrepreneurs who are capable not only of routinely implementing top-down directives but also of successfully advancing their own initiatives.
Pet projects and programs directly supported by political leaders become the
main sources of several success stories, paving the way for investment of major
resources (both public and private) into these ventures and opening possibilities for special state regulations of given projects and programs well beyond the
general practices and routines of decision-making. Such rules of the game were
typical both for the Soviet space program and for the Skolkovo project. The
conditions of informal deals between patrons (political leaders) and their clients
(policy entrepreneurs) imply top priority resource endowment and carte blanche
for policy entrepreneurs on virtually all initiatives in their respective fields in
exchange for promises of quick and highly visible policy successes. However, the
list of such top priorities for any given political leader is limited practically by
definition, and this is why policy entrepreneurs are often forced to compete with
one another for scarce state resources and for meaningful attention from political leaders. Moreover, a change in the leaders’ policy priorities (let alone a change
in leaders themselves) threatens to put an end to these projects and programs (as
happened with the Skolkovo project) or at least put a large question mark over
success stories (as happened with the Soviet space program).
One of the central problems of the politico-economic order of bad governance in Russia is the lack of incentives for long-term development among political leaders. As I noted in previous chapters of this book, their time horizon
is limited by the terms and conditions of personalist rule and by the risk of losing power, while the chances for dynastic succession are low,38 and this is why
political leaders tend to behave similarly to “roving” rather than “stationary”
bandits.39 In doing so, they choose those policy priorities that may bring quick
and visible returns accompanied by a number of demonstrative effects, even at
the expense of achieving long-term strategic goals. This approach may contribute to policy successes in some fields but decreases the chances of successfully
implementing policy changes in other areas. The experience of Russia’s policy
reforms in the 2000s (analyzed in chapter 4) and subsequent implementation
of strategic policy programs in the 2010s40 suggests that while the incentives of
political leaders are oriented toward short-term successes, these incentives also
affect policy entrepreneurs.
Top managers and major implementers of key state projects and programs,
even if they are willing and able to improve performance in their respective
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fields, are not sure that their intentions will be implemented given frequent personnel replacements, the ever-changing formal and informal rules of the game,
and the shifting priorities of the political leadership. These circumstances also
determine the incentives for would-be policy entrepreneurs. At best, they invest major efforts into short-term projects with limited reach at the expense of
long-term outcomes and consequences, or in the worst case, they prefer personal
enrichment over the developmental success of their sectors, organizations, or
territories. The problem of creating an appropriate set of incentives to shape the
behavior of state officials remains unresolved as the political-economic order
of bad governance in Russia places a large question mark over the incentives.
Unlike Russia, present-day China provides certain incentives for policy entrepreneurship among top-and mid-level bureaucrats. Such incentives are provided
by the institutional systems for career advancement of the Communist Party’s
regional leadership based on performance evaluation, including interregional
mobility of personnel and such major prizes as chances of obtaining jobs in the
Central Committee. Chinese provincial officials have to put effort into the
successful socioeconomic development of their territories, while their fierce internal competition for career advancement diminishes the risks of systematic
misreporting and fraud given the mutual policing among bureaucrats.41 For Russia’s regional leaders, however, the incentives are rather different—as Ora John
Reuter and Graeme Robertson convincingly demonstrated, Russia’s governors
more often lose their jobs for poor political performance and failure to deliver
votes than for poor economic performance in terms of developing their areas.42
To summarize, if a Chinese regional boss may achieve success by building new
roads and hospitals and combatting air pollution, his Russian counterpart has
to inflate voter turnout and crack down on regional protests. These different
incentives aggravate rent-seeking behavior in Russia and are hardly conducive to
development; in a sense, they also underline the inefficiency of electoral authoritarianism in Russia compared to its hegemonic version in China.
It is no wonder that incentives for policy entrepreneurship in Russia are so
heavily distorted, and not only due to insufficient positive incentives for improving policy performance and limited chances for upward career mobility in
the public sector. The effects of negative incentives, driven by the set of formal
and informal rules of the game and practices of their enforcement within the
framework of the “overregulated state” in Russia,43 are even more important
in this respect. The combination of high density and low quality of state regulations in various sectors and policy fields on the one hand, and of its arbitrary and selective enforcement by the state apparatus on the other, is inimical
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to policy entrepreneurship. The Russian state reasonably expects that without
top-down pressure the lower layers of the power vertical will not invest enough
effort to effectively implement state policies. This is why the government delegates wide-ranging and sweeping powers to regulatory agencies responsible for
monitoring and auditing any organization in various sectors. Furthermore, the
government has established multiple indicators to report on and impose severe
sanctions for noncompliance, at all levels of governance. In other words, instead
of involving regulatory agencies in the activities of both state-led and private organizations only in cases of extraordinary misconduct (the “fire alarm” model),
the Russian state has imposed comprehensive monitoring and tight control
over all organizations (the “police patrol” model).44 To some extent, such an approach results from an overreaction by the political leadership to rent-seeking
behavior of officials in the state apparatus and public sector. Its excessive conduct contributes to a major rise in agency costs, distorted practices of oversight
and monitoring among various agencies, and the increasing dysfunctionality of
courts, police, and other state organizations.45 These practices of the “overregulated state” provide incentives for overproduction of reports in many state and
private organizations, and response to possible attacks from state agencies has
even changed to be the primary function of their activities. The overregulated
state stimulates top managers at all layers of the power vertical not to policy
entrepreneurship and improvement of performance in their fields, but rather
to risk aversion and avoiding possible punishment for any formal or informal
violations of rules, which are highly likely in the case of development-oriented
initiatives. This is why top managers do not aim to establish new pockets of
efficiency without strong support and the patronage of the political leadership.
The problem is that the number of beneficiaries of patronage is limited by its
very nature, and the pool of potentially successful policy entrepreneurs is shrinking over time. Moreover, patronage is a necessary condition of success stories,
but it is far from being sufficient. For example, the significant development of
a major Russian bank, Sberbank, which greatly improved the quality of its service and performance, was a side effect of the appointment of German Gref, a
close ally and trusted expert of Vladimir Putin, as its CEO.46 At the same time,
chapter 2 presented the case of another close ally of Putin, Vladimir Yakunin,
who upon being appointed as CEO of another major Russian company, Russian
Railways, changed the company strategy and turned it into a major channel for
rent extraction. The strengthening of the hierarchy of the power vertical has
contributed to the fact that the investment of resources into the projects lobbied
for by several top managers has brought insufficient returns and/or resulted in
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a massive misuse of funds. As a result, these tendencies make the power vertical
even more stable and rigid at the expense of developmental goals.
Finally, the shortage of material, financial, and personnel resources available
to top managers of state-directed projects and programs remains a major barrier
to achieving new success stories. Russia was and still is a second-order country
in terms of its degree of socioeconomic development, and its stated intentions to
become a global space leader (in the case of the Soviet space program) or a leading international center of high technology (in the case of Skolkovo) were hardly
feasible in the long term. Top managers, in turn, respond to these constraints by
using an overconcentration of resources. The costs of success stories are high,
implementing top-priority projects requires mobilizing almost all available specialists, and meeting deadlines turns into a sequence of hasty activities, often at
the expense of quality of implementation. Despite the high costs, overconcentrating resources may sometimes help achieve one-off successes, but the problems
stated above can become aggravated over time. Successes, once achieved through
overconcentrating resources, become more difficult to maintain, especially given
the competition between projects within the country and in the international
arena (as in fact happened with the Soviet space program). In essence, overconcentrating resources bleeds other projects and programs that lack priority status.
This is why plans of secondary importance may be ignored or forgotten because
of little interest from the top leadership (as the failure of OGAS tells us). Multiplicative effects become even less feasible, and negative incentives for outsiders,
who now have no chance to produce success stories, become even stronger. As a
result, the success of the few causes the failures of the many: overconcentrating
resources leads to draining the pool of potential targets for disseminating best
practices beyond pockets of efficiency.
To summarize, one might argue that success stories in Russia (and several
other countries) face numerous barriers, both structural ones caused by a shortage of resources and institutional ones related to agency-driven incentives under
conditions of bad governance. Nevertheless, in cases where there is a winning
combination of the policy priorities and patronage of political leaders and strong
and effective policy entrepreneurs who can achieve quick and visible performance in their projects and programs, even these institutions and incentives may
contribute to certain success stories despite unfavorable conditions. Yet the same
institutions and incentives may close the path to multiplicative effects of success
stories and dissemination of their best practices beyond narrow fields prioritized
by the authorities. Rather, as the experience of both the Soviet space program
and the Skolkovo project suggests, success stories may lose their excellence over
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time and no longer maintain their special status. The Russian state and its top
officials create with their own hands the same syndrome of unfavorable conditions for implementing top priority projects and programs that were outlined
by Loren Graham in his historical analysis of barriers to innovation in Russian
businesses47—excessive costs of projects, inefficient state regulations, and weak
potential for multiplicative effects. This is why many success stories in Russia
are not exceptions that still conform to the overall rules of bad governance, but
rather an integral part of this politico-economic order. The high achievements
of success stories do not only legitimate political leaders and their patronage.
Their demonstrative effects and compensatory functions also legitimate the
mechanisms of these achievements against the background of the numerous
pathologies and ineffectiveness of the Russian state. However, one should not
consider success stories to be only short-term initiatives by political leaders that
have negligible impact on the development of the country and/or sectors of its
economy and territories.

The Anatomy of Success: The Higher School of Economics
A number of factors that have contributed to the achievement of certain success stories in Russia are not particularly country-specific, whether within the
context of post-Communist transformations48 or in other parts of the globe.49
Overall, effective policy entrepreneurs, thanks to the patronage of the political leadership, are able to maintain organizational autonomy of their projects,
programs, organizations, or territories, and due to quickly achieving positive
outcomes, attract more resources and effectively invest them into new successes.
These actions lead to increasing returns and successful maintenance of organizational autonomy and further institutionalization and organizational continuity despite changes in top management and the political leadership. However,
in Russia’s case, this recipe works imperfectly given the contradictory features
of authoritarianism and bad governance; and this is why some success stories
should be analyzed with a number of reservations.
One case of systematic construction of a success story in post-Soviet Russia
that may be considered exemplary in this respect is the Higher School of Economics (HSE; a National Research University since 2009).50 The university was
established from zero in November 1992 when acting Prime Minister Yegor
Gaidar signed a decree on the creation of a new economic training center for
personnel working under the conditions of a market economy. The founding
rector, Yaroslav Kuzminov, established the core of the HSE’s team in relatively
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short order and attracted almost all the prominent market-oriented economic
experts and many officials from the government.51 The figure of Yevgeny Yasin,
an authoritative economist of the older generation who served as minister of
economy in Russia and later took the post of academic director of the HSE,52 was
representative of this recruitment pattern. In 1999–2000, Kuzminov and other
representatives of the HSE were at the center of the development of the Strategy
2010 program of socioeconomic reforms adopted by the Russian government,
and subsequently the informal status of the HSE was greatly elevated.53 It became the major brain trust of liberal reformers,54 and policy-oriented projects
ordered by the government and other state agencies became a visible part of the
HSE’s activities and an important source of its revenues.55 Under the influence
of the HSE, a number of policy innovations were launched in various fields,
such as implementing the Unified State Exam.56 Kuzminov became a prominent
public figure, often considered a prospective candidate for various posts in the
government, but kept his job at the HSE; however in 2014, he was elected to the
Moscow City Duma (a legislative assembly), and in 2015 became a cochair of
the Moscow branch of United People’s Front, a major pro-Putin organization.
Kuzminov’s wife, Elvira Nabiullina, served as minister of economic development and then as a chair of the Central Bank of Russia; in other words, their
personal union was intertwined with top-level political connections. Kuzminov
was also at the center of a network of economic experts closely linked to the
Russian government and often labeled “systemic liberals” in the media. He was
the codirector of development of a new governmental program, Strategy 2020,57
and actively participated in preparing several of Putin’s decrees on issues of socioeconomic development. At the same time, top state officials served as the HSE’s
trustees, regularly gave talks at its annual conferences, and supported this organization in various forms, ranging from state contracts to new office buildings.
While the HSE initiated several state-directed projects and programs, it also
became one of its major beneficiaries, both directly and indirectly.
In fact, Kuzminov turned out to be a successful policy entrepreneur: he invested resources effectively into the market advancement of the HSE and attracted various new sources for development of the organization, including
tuition fees and contracts from businesses and from the state agencies. In the
2000s, the HSE grew extensively, taking over several educational establishments, expanding its regional campuses in Saint Petersburg, Perm, and Nizhny
Novgorod, and incorporating several buildings in Moscow and later in Saint
Petersburg. From its beginnings as a small, specialized training program in economics, it became one of Russia’s largest universities:58 its scholarly profile went
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beyond social sciences and humanities and included math and computer science.
These achievements contributed to a great increase in its international visibility,59 which attracted several international academic stars as heads of its projects
and laboratories (who stated their HSE affiliation in their academic publications) and resulted in effective incentives for its lecturers and researchers. These
incentives included juicy carrots such as HSE internal grants and individual bonuses for publication in leading international journals and other achievements,
and hard sticks such as short-term contracts that allowed university managers to
easily replace inefficient and/or undesired personnel. This combination enabled
the HSE to attract both leading scholars and prospective young researchers who
had previously worked in other institutions in Russia and abroad and to get rid
of scholars with poor publication records. Even HSE’s academic critics recognized its achievements.60 To summarize, a high degree of autonomy, effective
organizational leadership, and skillful patronage became the major pillars of
the HSE’s success.
Against the background of a worsening domestic and international political
and economic climate, especially after 2014, the success of the university, which
is based on the principles of international integration, academic freedom, and
self-governance, has faced increasing challenges. HSE has followed a “too big
to fail” strategy throughout its extensive growth as an organization, which has
reduced some of the risks. However, the political risks for a “liberal” university
under the auspices of top state officials, who formed the HSE Board of Trustees,
have remained high. Major contradictions have become visible since the summer
of 2019. At that time, the HSE Department of Political Science merged with
the Department of Public Administration, with simultaneous termination of
the job contracts of some professors of the former political science department,
who had gained a strong reputation as liberal political analysts and vocal critics
of Russia’s authorities.61 This process was initiated by HSE vice rector Valeria
Kasamara (a political scientist herself), who argued that the university should
stay beyond politics in terms of partisanship; her claim, however, was perceived
as a call for self-censorship.62 Furthermore, Kasamara herself balloted as an independent candidate for the Moscow City Duma, endorsed by the city hall, while
the denial of registration to opposition candidates caused mass protests. Among
several protesters arrested, a young libertarian activist and Kasamara’s own undergraduate student at the HSE, political scientist Yegor Zhukov, soon became
a symbol of these contradictions.63 In the end, Kasamara lost the election to an
opposition-backed candidate, and Zhukov soon received a probation and was
released from prison. In response, in early 2020, the HSE changed its internal
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regulations, cancelled support for several student initiatives, and requested that
its scholars and staff avoid mentioning HSE affiliation in their public rhetoric
and activities that go beyond their immediate professional duties. Soon after
that, under the guise of ongoing reorganizations, HSE terminated job contracts
for several of its publicly visible professors and lecturers who openly criticized
Russia’s authorities and their policies, especially in the media. These political
compromises, however, did not help the HSE preserve the previous status quo.
In the end, in July 2021, Kuzminov resigned from the rector’s post and passed
HSE leadership to his successor Nikita Anisimov, a former rector of the Far
Eastern State University. To what extent this departure marked the end of the
HSE as a success story remains to be seen.
Overall, the HSE success story was to a great degree related to Kuzminov’s
personal performance,64 and given the increasing challenges and declining time
horizon for further planning, the chances of the institutionalization and impersonalization of this success story have diminished over time. Even though any
conclusions about this success story would be premature, one must admit that the
HSE’s success was exceptional and has contributed only to a limited multiplicative
effect on other higher education establishments in Russia, and the state resources
that the HSE has (deservedly) attracted for its development have not been received
by other state universities. But does this mean that the handful of success stories
under bad governance are always doomed to remain isolated islands of high-quality development amid a sea of mediocrity, while the managers of other state-directed projects and programs are forced to keep muddling through?

The “5–100” Project: Why Successes Are Rare
To some extent, the project of multiplying success stories and disseminating best
practices in higher education, as attempted by the Russian authorities in the
2010s, helps understand why success stories are so rare in Russia and beyond.
The “5–100” state project aimed to promote five Russian universities into the
top 100 of the global rankings of higher education organizations by 2020.65 This
project was approved by the president and government of Russia; it involved a
number of Russian state universities, as selected by a special commission, receiving state subsidies for the purpose of their development, which could then help
with their advancement in international rankings. The main driver of the project, launched in 2012 after Putin’s presidential decree and officially approved
in 2013, was the Ministry of Education and Science, led by Dmitry Livanov, an
active supporter of reforming science and education in Russia and especially of
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internationalization of Russian scholarship.66 The “5–100” project also generated ideas that were included in the government’s Strategy 2020 program developed by Kuzminov and his team, and in turn, aimed to disseminate the best
practices of the HSE.67 This direction was chosen as a top policy priority by
Russia’s political leadership because of a winning combination of several factors.
First, at that moment, Russia’s leaders were still pursuing a strategy of authoritarian modernization (outlined in chapter 3) that included successful growth
and development as an objective of governing the country (at least, at the level of
rhetoric), and advancing higher education perfectly fit these goals. Second, the
“5–100” project was not invented out of the blue but served as a logical extension
of the establishment of federal and national research universities in Russia in the
2000s, which were considered “growth poles” in the higher education sector.68
Third, the elevation of Russian universities to the heights of global rankings
could have visible demonstrative effects and could perform the function of conspicuous consumption of symbolic goods by the Russian leadership and elites. It
could also perform compensatory functions, outweighing the major notorious
defects of Russian higher education, which range from widespread corruption
to poor quality of university governance, research, and teaching.69
The start of the “5–100” project was promising. The Russian state assigned
fifty-seven billion rubles for its implementation in 2013–2017 and added slightly
more funds later. The Ministry of Education and Science, with the help of an
international board, selected twenty-one state universities to participate in the
project, including the HSE and the Moscow Institute of Steel and Alloys (Livanov had served as rector of this institution before taking his ministerial post).
All these universities presented roadmaps to implement the “5–100” project,
which involved a significant rise in the proportion of international students and
scholars, a major increase in the quantity and quality of academic publications
(particularly in international scholarly outlets), and several other steps. However, two leading institutions, the Moscow State and Saint Petersburg State Universities, were deliberately excluded from the project. The formal argument was
related to the fact that these universities already occupied top positions in global
rankings, but this move also made it possible to exclude their influential rectors
from being involved in the venture (which was especially true in the case of Viktor Sadovnichiy, the notoriously isolationist rector of Moscow State University).
Putin’s patronage of the project enabled it to maintain its budget (relatively high
by Russia’s standards), despite cuts in some of the ministry’s expenditures at the
end of 2014. However, the advancement of Russian universities in global rankings soon faced major challenges.
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First and foremost, the “5–100” project was too short-term in terms of its
time horizon: it was measured in years rather than in decades, like the Project
211 and Project 985 in China, which aimed to achieve similar goals of global
advancement of Chinese universities.70 But such a long planning horizon was
unrealistic for Russia, because the political leadership does not consider potential benefits in such a distant future. The fact that the achievement of the
project’s goals by 2020 was perceived as impossible by top managers and participants in the project greatly affected all incentives—the community of leaders
of Russian higher education was interested not in achieving the final results but
in demonstrating partial and temporary advancements at the level of interim
reporting. The scope of funding for the “5–100” project was also insufficient
for its ambitious goals, especially because its resources were spread among more
than twenty recipient universities. Finally, the mechanism for implementing the
project and the requirements imposed on universities by the Russian state did
not involve irreversible structural and institutional changes to university governance, let alone an increase in their organizational autonomy aimed at successful
long-term development of these institutions after the end of the project. It is no
wonder that some of the universities included in the “5–100” project perceived
it as a one-off massive inflow of state funds, a kind of sizeable gift, which should
be met with appropriate reporting on publications and internationalization and
nothing more. Even when some university-level policy entrepreneurs initiated
innovative ventures, they faced a shortage of resources, limited time horizons,
and multiple tensions with scholars and administrators. This is why, for example, the ambitious School of Advanced Studies at Tyumen State University (one
of the beneficiaries of the “5–100” project) has encountered major schisms and
conflicts, and it is highly doubtful whether it can fulfill its great promises. 71
In addition to these problems, the project faced challenges of a different kind.
After 2014, the policy priorities of Russia’s political leadership shifted from developmental goals to geopolitical adventures. The project, aimed at international
integration of Russian higher education, poorly fit these new priorities. In 2016,
Livanov, the major driver of the “5–100” project, was fired from his ministerial
post, while his successors had limited bureaucratic influence and demonstrated
little interest in their predecessor’s initiatives. Later, however, in the wake of reorganizing state agencies, the project came under the auspices of the Ministry of
Science and Higher Education, and in early 2020, Valery Falkov, the former rector of Tyumen State University, was appointed as a minister. Overall, however,
the success of the “5–100” project was mixed at best; although advancement
of the Russian universities in global rankings was visible,72 it was insufficient
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to achieve the project’s goals. However, the HSE and some other institutions
greatly improved their positions in the rankings for several disciplines. In some
cases, however, efforts to improve global rankings at any cost brought undesired
effects, such as contracts between Russian universities and consulting firms that
were themselves involved in making international university rankings: this was
justly considered a conflict of interest. 73
The prospects for further extension of the “5–100” project in somewhat different format (also known as Priority 2030)74 look rather questionable. While
one should not deny the major progress made by some Russian institutions of
higher education, especially regarding internationalization and publications,
and the emergence of some university-driven initiatives beyond the HSE, these
achievements have not resulted in qualitative changes to the landscape of Russian higher education (at least, as of yet) and have not given rise to a cumulative
effect of successful development of the sector. None of the universities involved
have demonstrated achievements comparable with those of the HSE, and its best
practices have been disseminated only with significant difficulties.
The experience of “5–100” has demonstrated the problems with transferring
success stories beyond their initial contexts. The dissemination of best practices
is one of the instances of policy diffusion that are aimed at institutional isomorphism, “a constraining process that forces one unit in a population to resemble
other units that face the same set of environmental conditions.”75 Scholars have
outlined three types of diffusions that lead to this outcome, namely coercive,
mimetic, and normative. Coercive diffusion, promoted by the state, has the
strongest effect on the behavior of individuals and organizations, especially in
authoritarian settings. Yet coercion is hardly an effective means of achieving
success stories, especially when negative incentives are weak (there are no repressions in Russia for inefficient top managers in the public sector even in cases of
total failure), and its long-term positive incentives are questionable. Mimetic
diffusion, when the top leadership chooses role models from a menu of possible
options, is also problematic given the low organizational autonomy of state-led
projects and programs. Finally, normative diffusion emanates from sources that
are perceived to be “legitimate and reputable.”76 These sources of isomorphism
are complementary, but under conditions of bad governance, none of them contribute appropriately to dissemination of best practices. The normative sources
and role models for top managers are not successful policy entrepreneurs, but
rather successful rent-seekers; in the public sector, they dream of behaving like
Yakunin rather than like Gref. Without top-down pressure, the dissemination
of best practices by top managers of companies and organizations may result in
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their prosecution by the overregulated state, especially if they achieve success.
Furthermore, coercive diffusion rarely coincides with resource endowment,
which is necessary to achieve and maintain success stories, and this is why these
pressures may lead to short-term campaigns or attenuate the best practices,
which may result in less-than-best consequences. Moreover, state-led projects
and programs that lose priority status and/or funding become vulnerable to the
threat of normative and mimetic diffusion from role models of rent-seeking and
passive adjustment to ever-changing state regulations and producing meaningless reporting. In such situations, coercive diffusion from the state toward former (or failed) success stories, alongside personnel reshuffling, may contribute
to their bastardization and make it irreversible.
This skeptical account should be read with certain caveats: the cases analyzed
in this chapter are based in certain policy fields and may be regarded as affected
by their peculiarities, and this is why any generalization of conclusions from
the achievements and the shortcomings of success stories will be only possible
upon further research. This does not mean that sustainable success stories and/
or dissemination of best practices in the public sector in Russia are impossible
or doomed to be isolated islands that do not meaningfully affect the overall dismal picture. However, the overall role of success stories in Russia’s development
should be reconsidered, not only here and now but in a longer-term perspective.

On the Use and Abuse of Success Stories
The (in)famous argument that Russia is a “normal country”77 has been objected
to on various grounds. Among them, the claims widely used in public discussions concern Russia’s numerous global achievements in different fields ranging
from arts to sports. Yet if one were to consider normality as a statistical rather
than a substantive phenomenon, then the average scores would not take any
outliers into account. Similar to a school class, where the only A-student will
barely affect overall grades given a majority of C-students, the extraordinary
achievements of certain success stories do not make the country great against
the background of modest progress in other fields. Moreover, most of these great
Russian successes were achieved in the distant past, and they cannot serve as a
free pass once and forever. Still, constant references to success stories, especially
in the public discourse on Russia, to a certain degree tend to smooth out overall
discontent with the country’s mediocre performance and drive discussions on
its causes and effects onto the periphery of the attention of elites and masses
alike. This is why overemphasizing success stories at the expense of interest in
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the political, economic, and social environment beyond them has contributed
to the continuity of bad governance and even legitimated this politico-economic
order. In reality, certain success stories were achieved not because of the overall conditions of bad governance but because these projects and programs were
implemented under special conditions. In a sense, the compensatory functions
of some success stories in Russia and beyond may be also considered as manifestations of mediocrity syndrome in the country.78
In fact, Russia, an average country of the twenty-first century, has most probably exhausted the potential of its infrastructural and personnel resources for
success stories on the global scale comparable with those of the Soviet space program. It is highly likely that Russia’s current and possibly future success stories
are doomed to be limited to certain niches. But insofar as the institutions and
incentives that emerged in the Soviet and in post-Soviet periods encouraged high
demand for success stories among political leaders and society at large, we might
expect a recurrent tendency of state-led programs and projects aimed at such
achievements. At best, these success stories can bring only partial and temporary
successes, and at worst, they may come to naught (as happened with Skolkovo) or
even lead to the opposite result, as with the Sochi Olympics and their numerous
doping scandals.79
However, attempts to diminish the pernicious effects of bad governance, if
and when they occur in Russia, may contribute to a decline in purposeful state
sponsorship of success stories for several reasons, including a shortage of the
infrastructural and personnel resources that are necessary for achievements of
this kind. The question is to what extent this shift in using resources will enable
the Russian authorities to change the very paradigm of development and switch
from an orientation toward a small number of extraordinary and highly visible
achievements to the improvement of quality of socioeconomic development?
Such a move may lay foundations not for separate success stories with weak multiplicative effects at the expense of everything else, but for gradual advancement
of the country toward better performance. The lack of change in the paradigm
of development increases the risk that Russia’s success stories in the twenty-first
century will remain matters of the past—in all likelihood, forever.
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The Politics of Bad Governance
Russia in Comparative Perspective

B

y the early 2020s, Russia has seemingly entered the mature stage
of its bad governance. Its authoritarian regime has been consolidated,
while rent-seeking and corruption within the framework of the power
vertical and the overregulated state are perceived as the only mechanisms for
governing the Russian state—not only by state officials but also by a significant
portion of Russian society at large.1 There is a dismal consensus among most
observers that bad governance under durable authoritarianism in Russia will
persist for decades (if not forever) and book titles such as “Will Putin’s System
Survive until 2042?”2 have become nearly ubiquitous. At best, scholars express
some hope for the long-term effects of economic growth, which alongside generational changes, may lay down favorable conditions for democratization in
Russia some decades from now.3 Economic experts, however, express skeptical
opinions about Russia’s prospects for sustainable growth and development in
times of low oil prices and international sanctions, especially given the priorities of the country’s leadership.4 Even the political scientists’ cautiously positive
outlook reminds one of a statement by the nineteenth-century Russian poet
Nikolay Nekrasov who predicted the bright yet distant future of Russia in his
The Railway (1864): “Alas! That the day of our joyful tomorrow // I shall not
witness—and neither shall you.”5
In a broader perspective, these expectations reflect global concerns about the
future of democracy and good governance worldwide amid the rise of authoritarian populism, which is harmful for politics and governance alike.6 However,
the current dismal consensus among scholars over prospects for democracy and
good governance in the world (and especially in Russia) is not entirely new.
In a way, it looks like a replica of the previous dismal consensus of the 1970s.
This was the time when the negative consequences of the Vietnam War and
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Watergate were considered major threats to the Western world much more than
the effects of Brexit and the Trump presidency are today, when the dead end of
stagflation was perceived as a predictor of the coming decline if not complete
collapse of capitalism, and when almost nobody believed that Communism
would end relatively soon. During these years, prominent scholars published
alarmist reports about the irresolvable global crisis of democracy and capitalism,
and overwhelming determinism dominated in skeptical accounts of the future
of freedoms in developing countries7—all things that sound much too familiar
to present-day observers. In the late 1980s, these fears turned into major hopes
and high expectations, most probably demonstrating a dramatic if ill-thoughtthrough shift from unreasonable pessimism to unreasonable optimism. These
lessons from the 1970s and how the dismal consensus was overcome over the
next decade—both in political and in scholarly terms—may be useful for reassessing the current state of governance in Russia and some of its post-Soviet
neighbors and its further prospects against the background of declining quality
of governance in various parts of the globe. To what extent are the sources and
mechanisms of bad governance in Russia outlined in the previous chapters of
this book country-specific and context-bounded, as opposed to representing an
ongoing global trend? How does Russia’s post-Soviet experience of bad governance look in a broader comparative perspective? Which lessons may be learned
from attempts to constrain bad governance in various countries, and may some
of these lessons be learned in Russia? Why and how may bad governance in
Russia prove its resilience vis-à-vis major exogenous shocks such as the epidemic
of COVID-19 that struck all over the world in 2020? And what might we expect for the future of Russia in terms of the quality of governance? This chapter
will not provide comprehensive answers to all these questions but intends to
put them into a research agenda. It is an important exercise given the recent
boom of studies of Russian politics and governance in the United States and
beyond.8 The need for new frameworks for analysis of bad governance in Russia
in a comparative perspective instead of the present-day dismal consensus is also
important for further development of a research agenda and may have implications beyond the region of Eurasia.
I will start with some considerations on where governance in Russia is now
and what we might expect for the future, using the conceptual lenses of “political
decay” outlined first by Samuel P. Huntington9 and more recently by Francis
Fukuyama.10 Then I will discuss recent attempts to diminish the most pernicious
effects of bad governance in some countries and why some of these attempts
have generated more positive effects than others. In the concluding sections, I
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will consider the role of bad governance in Russia’s response to COVID-19 and
possible developments of political changes in Russia and their influence on the
quality of governance.

Bad Governance and Political Decay: beyond Russia
Within the intellectual tradition of modernization studies, political development is juxtaposed with political decay, the process that leads to increasing inefficiency of social and political institutions: over time, either these institutions lose
their role as rules of the game in a given society or, more often, following these
rules contributes to further degradation of societies in terms of development.11
In a way, long-standing institutions can be considered structural constraints on
the behaviour of individuals, including political and economic actors. In such a
long-term perspective, the focus on institutions in the process of political decay
mostly concentrates on their major flaws stemming from an outdated nature
and excessive rigidity (usually inherited from the past), which may not respond
appropriately to new challenges. In the historical perspective of longue durée,
such an account may be correct. However, for a short-term horizon there is a
tendency to consider institutions (primarily, formal rather than informal institutions)12 as given facts without an in-depth analysis of their genesis and evolution.
Meanwhile, the analysis presented in this book offers a perspective on the role of
institutions in political decay through the lenses of an agency-driven process of
institution-building. In this respect, bad governance as an intentional outcome
of this process may be regarded as an instance of political decay, albeit from a
different perspective to those previously offered by scholars of modernization.
Political decay as a consequence of agency-driven processes is not unique to
Russia; in fact, many self-interested rulers would like to govern their domains
without the significant constraints imposed on them both in democracies and
in non-democracies. In the turbulent times of the twenty-first century, they
have often gained excellent opportunities to reach these goals and establish a
politico-economic order of bad governance in various states and nations. In particular, the wave of popular discontent with the status quo, which gave birth to
various populist movements and political leaders across the globe from Europe to
Latin America, has contributed to their drive toward bad governance in pursuit
of self-interest.13 Regardless of their origins (scholars differ greatly in their analyses of causes of contemporary populism),14 these leaders tend to distort existing
institutions and/or rearrange them in order to exploit public resources for private purposes. Numerous examples ranging from Venezuela under Hugo Chavez

The Politics of Bad Governance

139

and Nicolas Maduro15 to Turkey under Recep Tayyip Erdogan16 are quite telling
in this respect. If such leaders face little or no resistance from other political
and economic actors and from society at large, they may follow the path of the
Russian leaders in building and strengthening bad governance. This does not
necessarily mean that present-day Russia intentionally acts as a role model for
other countries and exports bad governance abroad as a part of its foreign policy
strategy,17 but there is no doubt that a number of politicians all over the world
only dream of enjoying the scope of discretion available to Vladimir Putin.
In many ways, the recent experience of Donald Trump’s presidency could
be regarded as an attempt to impose elements of bad governance on the United
States.18 In placing his family members and personal cronies in key positions in
the state apparatus, using American diplomacy as a tool for obtaining kompromat (compromising materials)19 on his political rivals, obstructing justice, and
turning state regulations into weapons for his political dominance. However,
Trump has faced strong resistance from various corners of society. American
politicians, bureaucrats, media, and civil society actors have opposed his intentions and somewhat diminished the possible negative impact of Trump’s strategy: as of yet, they have not been able to build new major barriers against making
bad governance but have also not let him eliminate all existing ones. This is
why Trump’s effects on the quality of governance in the United States were less
devastating than they could have been in many other countries under similar
leadership. In the end, Trump’s poor handling of the pandemic crisis caused
by COVID-19, as well as other instances of his misbehavior, contributed to his
loss in the 2020 presidential contest. Given the resilience of many long-standing
institutions (including fair elections, constitutional checks and balances and federalism) and the pluralism of political and economic actors, American politics
prevented poisoning of its governance in the most dangerous forms, similar to
those in Russia—although the experience of Trump presidency was costly for
the United States in many ways.
But what can happen when institutions that can present barriers to bad governance are weak and insufficiently resilient, while resistance to populist politicians is insufficient? The recent experience of Hungary might be a prime example of such a path toward political decay. Although this country underwent the
collapse of Communism and went through the process of democratization and
market reforms relatively peacefully, it faced major challenges in the aftermath of
the 2008–2009 global economic crisis.20 Soon after that, the post-Communist
political elite was heavily discredited and the economic strategy of global integration via implementation of neoliberal policies21 lost its appeal in the eyes of
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major actors and society at large. Against this background, Viktor Orban and
his centre-right party Fidesz gained popular support because of their fierce criticism of the previous developments in Hungarian politics and won a majority in
the parliament in 2010. Since that time, the Hungarian political landscape has
changed dramatically. Orban conducted judicial counterreforms, making judges
solely dependent upon political appointments, imposed strict state control over
the major media, put severe constraints on foreign-funded NGOs, and initiated harsh pressure on the Central European University (CEU) established and
funded by Hungarian-born global billionaire George Soros—in the end, CEU
was forced to relocate from Budapest to Vienna. While actively using nationalist and anti-European rhetoric to boost his popularity, Orban effectively channeled European funds to strengthen his power base, and overall enjoyed many
benefits from his strategy of financial nationalism22 and other illiberal populist policies.23 It comes as no surprise that Fidesz-related businesses obtained
major benefits from Orban’s rule, while the quality of governance in Hungary
in the 2010s deteriorated, especially with regard to corruption and the rule of
law.24 Despite numerous mass protests against monopolizing power and other
antidemocratic moves by the government, Orban retained strong leverages of
control. Although in 2019 an opposition-backed candidate managed to win the
Budapest mayoral election, the new regulations imposed by the Hungarian government made him powerless, as all resources were transferred into the hands of
government-appointed officials. Naturally, in the wake of the initial COVID-19
outbreak in April 2020, Orban effectively seized the moment to increase his
formal and informal powers and widen the scope of his control over key sectors
of the Hungarian economy.25
The Hungarian scholar Balint Magyar labels the politico-economic order
established in Hungary after 2010 the “mafia state.”26 This pejorative term was
mostly coined to be eye-catching for readers, and its validity as an analytic tool
may be objected to on various grounds.27 However, the phenomenon itself may
be regarded as one instance of agency-driven efforts to build and consolidate
bad governance. Despite numerous peculiar features of the Hungarian case, described by Magyar in great detail, Hungary’s path toward bad governance is not
so dissimilar to that of Russia (in fact, Magyar himself extended his analysis to
some other post-Communist countries).28 Even though in the 1990s and 2000s
Hungary was perceived by many sympathetic observers as a poster child for successful development and European integration, it was not able to obtain strong
enough immunity against intentionally creating bad governance. Although in
the Hungarian case the populist style of Orban and Fidesz served as a tool for
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demolishing barriers against bad governance, while in Russia Putin’s policies
were largely antipopulist,29 these differences tell us more about the instruments
for the creation of bad governance than about its actual mechanisms.
One should consider that political decay caused by bad governance should not
be equated to the collapse of the state, at least in the relative short term. Rather,
political decay may launch a long-term downward trajectory of economic and
societal development over time.30 The main problem with this trajectory is that
it has proved to be resistant to correction: once the politico-economic order of
bad governance is built and consolidated, all moves toward overcoming it will
become more and more difficult. At a certain point, this downward trajectory
may become irreversible despite all efforts, causing a lock-in effect. This basically
means that the countries poisoned by bad governance may find no way out: this
is why the parallel with chronic diseases, outlined earlier, might be relevant for
those countries that are deeply affected by bad governance over a long period of
time. Even though their leaders and elites may realize that the pernicious effects
of bad governance are dangerous not only for the futures of their countries but
may also harm their own interests, they tend to avoid the use of the bitter medicine of major political and institutional changes, especially in a nondemocratic
context. William Easterly vividly describes this paradox in his analysis of countries of sub-Saharan Africa.31 From this perspective, contemporary Russia may
be considered a prime example of imperfect recipes for improving the quality of
governance without major changes.

Bad Governance in Russia: No Way Out?
By the early 2020s, preservation of the political status quo for as long as possible
and avoidance of any threats of regime changes in Russia became the key element of the Kremlin’s political strategy. The ongoing process of tightening the
screws in Russia’s domestic politics (started after the 2011–2012 wave of mass
protests) reduced the risks of the regime’s implosion due to public discontent,32
and despite some bumps on the road in terms of undesired results at subnational
elections, the Kremlin was more or less insulated from unpleasant surprises from
the Russian voters. The slow pace of economic development in Russia and international sanctions have not significantly changed this picture: like many authoritarian regimes across the globe,33 Russia was not heavily sensitive to the near
stagnation of its economy (slightly above 1 percent annual growth between 2014
and 2019) and a decline in real incomes of its citizens. Even unpopular policy
decisions, such as the major increase in retirement age for Russians, adopted in
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2018,34 only resulted in a temporary decline in Putin’s approval rate and did not
shake the existing political equilibrium.
It is no wonder that under these circumstances, the extension of Putin’s stay
in power for an indefinite period became the number one priority task for the
Kremlin. In January 2020, Putin announced a major revision of the Russian
1993 constitution in his annual state of the nation address. Initially, the handful
of proposed amendments was rather vague, but it implied further empowering
the president at the expense of the government and the legislature. The most
decisive constitutional amendment was proposed in March 2020 and stated
that upon the introduction of the new set of amendments, previous presidential terms in office were nullified, and the limit of two six-year terms should
apply only after the next presidential elections scheduled for 2024. In fact, these
constitutional changes, approved by the legislature, mean that Putin could stay
in power until 2036.35 Such a constitutional rearrangement in Russia is hardly
unique among personalist autocracies across the globe,36 as several rulers in Africa or in post-Soviet Eurasia have used similar institutional tricks to ensure their
stay in power for indefinitely long periods of time.37
Unsurprisingly, the Kremlin’s intention to prevent political changes in Russia
at any cost further contributed to political decay in the country, thus leading to
aggravation of already acute problems with the quality of governance. Nevertheless, Russia’s leaders did not ignore these problems completely and often raised
these issues as priorities for their agenda. They offered several recipes to improve
the quality of governance in Russia, which may be summarized as a combination
of three major directions, or 3D: deregulation, digitalization, and decentralization. However, these recipes in themselves and their actual implementation seem
like imperfect approaches to countering bad governance in Russia.
Deregulation as an instrument for improving the quality of governance in
Russia is vigorously advocated by liberal economists, especially in the aftermath
of the 2008–2009 global economic crisis.38 The problem, however, is twofold.
First, despite the loud rhetoric of state officials who call for a “regulatory guillotine,”39 the outcomes of many revisions of numerous by-laws and governmental
decrees are selective, partial, and insignificant as of yet: entrenched bureaucrats
and special interest groups have little incentive to revise the existing status quo.
In terms of policy reforms, the insulation of the Russian government from the
influence of societal actors, cultivated since the early 2000s,40 has demonstrated
its dark side. Major policy changes, though necessary, can be conducted in Russia
only by those state actors who pursue their own self-interest and may deliver unintended policy outcomes.41 For example, it was hard to expect that deregulation
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in Russian academia would be conducted effectively by the same actors who previously contributed to its overregulation and imposed dubious practices of oversight and evaluation. 42 Moreover, as deregulation remains a matter of discretion
on the part of the regulators themselves, these efforts may even result in perverse
effects such as “regulatory capture.”43 Very telling in this respect is the experience
of RZhD, which almost unilaterally imposed high commuter services tariffs
onto the shoulders of regional budgets, while being endorsed by the Russian government (as described in chapter 2). In 2020, the Russian government proposed
a bill that involved a sweeping elimination of all previous environmental regulations, except for those approved by the government. This proposal could bury
state requirements for environmental accountability of businesses and norms of
disclosure of negative environmental effects of economic activities, ruin any fair
methodology for assessing ecological damages, and severely limit the regulatory
functions and monitoring of state environmental watchdog agencies. Only after
a series of alarming calls from environmental activists,44approval of this proposal
has been postponed and later on stopped at least for a while. In fact, however,
this happened not because of the ultimate importance of environmental issues
for the government, but rather because the overall framework of the regulatory
guillotine had not been sufficiently prepared, and the process of interagency
negotiations within the state bureaucracy took more time than was initially
expected by its initiators. That said, it is highly likely that the environmental
concerns will not stop the regulatory guillotine or change its major directions.
Even the most socially efficient deregulation can at best reduce some of the risks
for policy entrepreneurship crated by the negative incentives within the power
vertical. However, it cannot in itself provide positive incentives for improving
the quality of governance, given prioritization of loyalty over efficiency and the
lack of transparent meritocratic mechanisms for rewards and career advancements within the Russian state.
Digitalization became a new buzzword among Russian state officials and
technocratic experts in the mid-2010s. The advancement of algorithmic governance (driven by artificial intelligence rather than by self-interested humans) is
widely perceived as a mechanism for constraining the rent-seeking aspirations
of special interest groups and for improving the effectiveness of government.
Furthermore, techno-optimists, such as German Gref (currently, CEO of the
largest Russian bank, Sberbank), consider online platforms to be an instrument
of accountability that may serve as a viable alternative both to the power vertical
and to representative democracy.45 The evidence, however, is far from these optimistic expectations. On the one hand, against the background of isolationist
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trends in Russian politics and the obsession of Russia’s leadership with threats
to its sovereignty, digitalization faces numerous political constraints that have
contributed to many attempts at the “nationalization of the Russian Internet.”46
Successes on this front have been modest, to say the least. In 2012, Rostelekom,
the state communication monopoly, launched the major project of making a
national Internet search engine, “Sputnik,” which was intended by the Kremlin
to be a state-controlled alternative to Google. However, despite it investing more
than two billion rubles from state funds into this project, Sputnik received less
than 1 percent of all search inquiries in Russia, and the project was finally closed
in September 2020.47 On the other hand, the government is faced with pressure from special interest groups that tend to adjust algorithmic governance to
serve their own purposes. Andrei Isaev, an influential State Duma member from
United Russia, summarized the essence of such an approach. He openly stated in
front of journalists in August 2019: “If you, an official, come to an Internet company to resolve a concrete issue, and he (its representative) responds: ‘hey, there
is an algorithm, so I can’t change anything,’ then you should ask him to change
the algorithm.”48 As one can see, this approach is hardly compatible with the
ideas of effectiveness and impartiality promoted by crusaders of digitalization.
The increasing use of digital technologies for purposes of surveillance and
political control, most notably in China, has contributed to the development of
major concerns regarding the rise of “digital totalitarianism”49 in many autocracies, including Russia. Ironically, bad governance has hindered technological
developments in this direction in Russia, as many high-tech initiatives of this
kind are used as smokescreens for rent-seeking and corruption, and in the end
attempts by Russian authorities to impose various sophisticated mechanisms
of control over citizens have had only partial effects at best.50 For example, the
Kremlin failed to stop the use of popular messenger Telegram, launched by the
Russian IT entrepreneur Pavel Durov, who fled the country after vicious attacks
on his previous projects from state-affiliated companies, endorsed by state security services. State regulators ultimately prohibited the use of Telegram and
tried to block it across the country but failed to do so despite a series of attempts
(at least, as of yet).51 Rather, these attempts resulted in the Streisand effect, as
Telegram became increasingly popular among Russian users and anonymous
channels in this messenger were employed as a means of communication among
Russian elites.52
Still, the effects of politically driven digitalization can be observed in Russia,
albeit in different forms than in China. They were heavily criticized in the aftermath of the September 2019 Moscow City Duma elections, when in one of
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the single-mandate districts, electronic voting via a web portal contributed to a
shift in the outcome. According to the offline mode of voting, the independent
candidate Roman Yuneman won with a solid margin over his major opponent,
university rector Margarita Rusetskaya, who was openly endorsed by city hall.
Yet online voting brought quite the opposite results: Rusetskaya won a landslide
majority when votes were counted via the web, and in the end, she gained a
seat in the legislature. Meanwhile, the web portal was hacked, and faced many
technical glitches, so the integrity of online voting has been questioned by election observers.53 Similar trends were discussed in the aftermath of 2021 State
Duma elections, when electronic voting results not only totally contradicted the
results of offline voting, but also contributed to dubious electoral victories of
candidates of major pro-Kremlin party, United Russia, in eight single-member
districts of the city of Moscow.54
In a similar vein, Carolina Schlaufer, Daria Gristenko, and Andrey Indukaev
analyzed opportunities for and constraints of the “digital governance” model in
Russia, using the evidence from the Moscow-based project Active Citizen, which
was developed by the city government as an instrument of communication with
Muscovites.55 Despite noticeable success in aggregating citizens’ requests, online
platforms still constrain citizens’ empowerment, as advanced digital tools are
used only in limited policy domains and certain types of participation because
the agenda-setting of e-participation is tightly controlled by the Moscow City
government.56 Even though in most instances the effects of digitalization on
governance in Russia may have less salient political connotations, the fundamental problem remains the same: algorithms and online services can improve the
quality of governance only if these mechanisms are complementary to impartial
and effective offline good governance, but not if they aim to substitute for it.
Last and important, decentralization remains the most problematic part
of the current Russian agenda for improving the quality of governance in the
country. These problems are related to the consequences of the major political, economic, and administrative recentralization that Russia underwent in
the 2000s.57 Following this shift, the autonomy of most of Russia’s regions and
localities was greatly reduced, as they became heavily dependent on the central
government both in economic and in administrative terms. This is why many
projects and programs aimed at advancing regional socioeconomic development
are all but doomed to be overcentralized. Alexander Libman and Andrey Yakovlev demonstrated the limits of this centralized approach in their research
on the performance of a newly established ministry in charge of developing the
Russian Far East.58 Despite the strategic importance of this region and the need
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for a major inflow of resources into the Far East due to urgent demographic,
infrastructural, and other problems, the positive effects of this effort by the federal government remain limited, to say the least. One temporary solution is the
promotion of specialized policy and geographical areas that enjoy preferential
treatment and a certain degree of decentralization and deregulation granted by
the central authorities. However, the major challenge policy-makers encounter
is a trade-off between sufficient local knowledge and the capacity to lobby the
ministry’s interests efficiently in the federal center. This is an uneasy balance,
and indeed actual policy success heavily depends on not only personal style and
connections but also the political priorities of the central government. Policy
stability and continuity under personalist autocracies are constantly threatened
since international and domestic priorities may change at any time depending on
the autocrat’s will, as happened in 2014 after the annexation of Crimea.
Given the consequences of recentralization amid Russia’s sluggish economic
growth, only a handful of Russia’s relatively wealthy regions, being less dependent on federal funding and driven by proactive leadership, can afford their own
large-scale development programs and major innovation projects.59 The housing
renovation program in the city of Moscow may be considered one of the few
examples that attract major public attention; it was aimed at resolving housing
problems for many Muscovites and promoting gentrification of urban areas in
the Russian capital. This program faces major problems due to the dominance
of special interests of developers and construction companies, nontransparency,
and political constraints of the Moscow City government.60 The Moscow renovation program offers an example of how different institutional and participatory formats are used to accommodate the variety of business and bureaucratic
interests and pursue an ambitious developmental plan despite complex problems
and resistance from Muscovites. If the poor quality of governance serves as an
obstacle to successful development in Moscow, with its plentiful financial resources and relatively high degree of autonomy for the city government, it is no
surprise that in many not-so-wealthy regions and municipalities these problems
are much more acute.61
What about bottom-up influence on subnational governance from the mass
public? Most recently, the Russian government actively promoted projects on
participatory budgeting and other forms of public engagement in various localities. While critical observers dubbed these tendencies “participatory authoritarianism,”62 promoters of participatory budgeting in Russia argued that even
small-scale local funding caused certain grassroots enthusiasm and offered local
activists new opportunities for improving their communities on the basis of joint

The Politics of Bad Governance

147

responsibility of municipalities and local citizenry.63 However, in-depth assessments of public participation in local governance are more skeptical, revealing
major problems with the role of the local public in urban policy-making.64 If,
under democratic arrangements, the coproduction of public goods results from
the joint efforts of the local government and civil groups, the paradox of civic
activism and self-management under nondemocratic and nontransparent rule
is that even if successful, the lion’s share of the public goods production costs
is shifted to the local communities. In other words, local communities often
provide better governance than local governments, thereby decreasing political
pressure on the state and municipalities. These controversies may reflect a more
fundamental issue of grassroots mass participation in the absence of local (as well
as of nationwide) democracy: public engagement may promote good governance
only by being complementary to mechanisms of electoral accountability and
separation of power at the local level, not substituting for them.
The 4D solution, which may go beyond recipes of deregulation, digitalization, and decentralization and put political democratization as the number one
item on the agenda of improving the quality of governance in Russia, remains
off the current menu of Russian authoritarianism. This is why all other recipes
for countering bad governance in the country may be considered partial and
temporary solutions at best—without major political changes there is no means
of improvement. Yet even a possible democratization of Russia’s political regime
and subsequent attempts at full-scale revision of its politico-economic order cannot guarantee a diminishment of bad governance in the country, as the recent
experience of some other post-Communist countries suggests.

Combatting Bad Governance: Rethinking
the Post-Communist Experience
As one can see from the previous chapters, the creation of bad governance in
Russia after the Soviet collapse exemplified intentional poisoning of the state by
rent-seekers who became beneficiaries of the emerging politico-economic order
and attempted to consolidate it in a long-term perspective. The turbulent period of “triple transition”65 after the collapse of the previous order in the 1990s
made such state capture easier,66 thus paving the way for further aggravation of
bad governance in the 2000s and 2010s. However, although numerous other
post-Communist countries faced somewhat similar problems after the collapse
of Communist regimes, their trajectories of governance differ widely. While
weakening of the states amid the economic transformation recession had visible
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negative effects on quality of governance in the early 1990s, later some of these
countries were able to overcome these growing pains over time, while others
struggled with protracted and complicated diseases. What does this experience
tell us about the possible ways of overcoming bad governance both in the short
and in the long term?
Overall, analyses of post-Communist reforms in Eastern Europe have demonstrated that large-scale renewal of the state apparatus and high elite circulation
ceteris paribus contribute to the success of structural reforms and improving the
quality of governance.67 But in post-Soviet Eurasia immediately after the Soviet
collapse these opportunities were missed or did not emerge at all. In particular,
the incomplete democratization in Russia at the start of the 1990s was curtailed
after the “democrats” took power in 1991; this resulted in a narrowed recruitment pool of elites and the preservation of the old guard in the state apparatus
in key ministries, to say nothing of subnational governments.68 It is unsurprising that newcomers to the Russian government in the 1990s found themselves
isolated and facing many obstacles in the pursuit of policy reforms.69 Many of
their policies were compromised from the beginning and did not improve the
quality of governance either as a whole or in individual policy areas.70 Moreover,
they were not aiming to open new windows of opportunity for political recruitment and elite circulation and served as the junior partners in a new winning
coalition of regime supporters. The entrenchment of ruling groups, the sluggish
vertical mobility of elites, and the narrowing of their recruitment pools played
an important role in the preservation of bad governance: under these conditions,
incentives to effectively govern the economy and the state were undermined.
In their case study of the success story of Estonia after the Soviet break-up,
Neil Abrams and M. Steven Fish present a perceptive account in their analysis
of relationships between post-Communist regime dynamics and the quality of
governance.71 They observe that the end of the Communist regime and Estonian independence opened a window of opportunity for a radical restructuring and large-scale cadre renewal not only among ruling groups but also within
the apparatus of the state as a whole. The changes in Estonia’s elite were more
radical than those in other Baltic countries,72 and rejecting the use of a “good
Soviet Union” as a role model served as a driver for structural reforms. The
impact of the sizeable Russian-speaking minority (who shared a more positive
perception of a Soviet Union as a paradise lost)73 on politics and policy-making
in Estonia was severely constrained after the Soviet collapse.74 It is hard to say
whether such a deliberate exclusion played a positive role in building barriers
against making bad governance. Policy changes in Estonia involved borrowing

The Politics of Bad Governance

149

and implementing best practices of state governance from advanced Western
countries (and its Nordic neighbours in particular), paved the way for successful
market economic reforms, and helped overcome bad governance. Moreover, after
the Soviet collapse Estonia successfully used certain advantages of its relative
backwardness75 in terms of infrastructure and institutions, and effectively used
advanced technological solutions such as digitalization, alongside deregulation,
to improve the quality of governance.76 Thus, one might argue that the positive
impact of democratization on the quality of governance was achieved not only
through elite competition, but also as a mechanism for restructuring the state
apparatus by means of elite circulation and the breakdown of previous power
hierarchies.77 This was a solution that preemptively diminished the pernicious
effects of bad governance.
As long as major political changes are postponed, combatting bad governance
may turn into an increasingly difficult task requiring extraordinary efforts of
political leaders in terms of overhauling previous elites and restructuring the state
apparatus. The experience of Georgia is telling in this respect. The 1990s featured
devastating political decay, aggravated by severe economic troubles, elite turmoil,
and the loss of two breakaway territories, Abkhazia and South Ossetia.78 The
overthrow of the highly corrupt and unpopular regime during the Rose Revolution in 2003 provided a chance to launch large-scale policy reforms. The new
leader, Mikheil Saakashvili, brought a number of new people, including young
professionals, into key positions in the state apparatus and contributed to implementing several structural changes in major policy areas, ranging from the
economy to education and police.79 Some of these reforms, aimed at deregulating the economy and transparency of services,80 resulted in major improvements,
such as reducing red tape and petty corruption, and an increase in government
effectiveness. These advancements were used by Saakashvili to promote Georgian policy reforms (and of himself) in the eyes of his domestic audience and
international donors and present his achievements as a success story.81 However,
as Ketevan Bolkvazde correctly points out, even this example demonstrates the
limits of the effects of elite changes: Saakashvili and his entourage pursued those
policy changes that they expected to increase their own power. It is no wonder
that administrative reforms in Georgia soon reached a saturation point. When
the new self-interested elites under Saakashvili faced challenges from their political opponents, further policy changes were curtailed.82 In the end, in 2012
Saakashvili lost the election, having been accused of numerous wrongdoings (including large-scale illegal police violence) during his election campaign, and soon
after fled the country due to the threat of criminal prosecution. Still, the results
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of policy reforms under Saakashvili were not reversed in full, and some policy
changes continued after his departure, though their pace and scope slowed down
to a certain degree.83 Improving the quality of governance in Georgia was partial;
however, without major elite changes and a certain political will from the leadership, even this relatively modest advancement could not be realistic for Russia.
But if post-Communist elites become entrenched, then regime changes,
though often seen as democratic breakthroughs, do not always undermine bad
governance, and indeed may even aggravate its pathologies. The case of Ukraine
may serve as a prime example of this paradox. During the entire post-Soviet
period, this country exemplified “pluralism by default” due to a configuration
of elites driven by embedded regionalism and unavoidable competition between
interest groups.84 President Yanukovych’s attempt to impose his political monopoly and grab the most possible rents greatly contributed to his overthrow in
2014.85 Setting aside the subsequent chain of events, which involved the annexation of Crimea and a bloody conflict in Donbass, the “revolution of dignity” of
2014 resulted in the emergence of a competitive “neopatrimonial democracy” in
Ukraine.86 However, democratic elections as such have not improved the poor
quality of governance by default. Rather, state capture from inside by Yanukovych and his cronies was replaced by state capture from outside by competing
oligarchs.87 The new Ukrainian president, Petro Poroshenko, was a wealthy oligarch himself, and his political career was largely opportunistic. More important, despite the call to purge former representatives of Yanukovych’s regime,
little elite turnover was visible, especially in the state apparatus. In particular,
structural and personnel changes in Ukrainian courts,88 and in several law enforcement agencies, were delayed indefinitely. The belief that post-Yanukovych
Ukraine had merely replaced one group of crooks and thieves with another,
while bad governance remained nearly the same, was not a wild exaggeration.
In July 2019, Poroshenko lost his presidential re-election bid to a new leader,
Volodymyr Zelensky, a former stand-up comedian, who became widely known
after starring in the TV series Servant of the People, where he played the role
of a school history teacher who was elected president of Ukraine. In a sense,
the TV dream came true, as over three quarters of Ukrainian voters endorsed
Zelensky during the run-off, and his newly established party bearing the name
“Servant of the People” soon acquired a parliamentary majority after the new
elections. There was certainly a popular demand for major elite changes, but the
new government and the presidential administration were largely unsuccessful
and conflict-ridden, and soon replaced by new nominees who have also failed to
demonstrate a strong performance. The pace of reforms remains slow and does
not affect the core of bad governance.

The Politics of Bad Governance

151

In a similar vein, Scott Radnitz, in his analysis of regime changes in Kyrgyzstan in 2005 and 2010, argues that elite-driven mass mobilization preserves the
predatory and rent-seeking nature of governance, even in cases where it results in
replacing ruling groups.89 Politicizing the governing economy and the state and
incentives for bureaucrats’ loyalty at the expense of their effectiveness are typical
for a number of competitive democracies in almost the same way as for electoral
authoritarian regimes. In short, the political competition of elites, which lies at
the heart of democratization, is not a panacea for overcoming bad governance,
at least in the short term. In certain circumstances, such competition à la pluralism by default, may only aggravate corruption and unrule of law,90 and the
chain of weak and ineffective governments may become hostages of competing
cliques of elites and oligarchs.91 From this viewpoint, one might argue that democratization should be perceived as a necessary yet insufficient condition for
improving the quality of governance. At minimum, major elite changes and a
deep reshuffling of the entire state apparatus, alongside long-standing and systematic efforts to improve the quality of governance driven by the political will
of domestic actors, and thorough oversight by the international community are
key ingredients to combatting bad governance in post-Communist countries
and beyond. Without all of these ingredients, these countries may experience
major setbacks in the quality of governance, as the experience of Hungary, described above, demonstrated.
Under such circumstances, even the rotation of corrupt and ineffective
rulers after free and fair elections only contributes to the preservation of the
politico-economic order. At best, governments can resolve the most acute problems by muddling through, while the principles of bad governance remain unchallenged: corrupt and ineffective governments, seeking rent extraction, may
put an end to any attempts to constrain bad governance for decades, if not centuries. As bad governance itself serves as an obstacle to sustainable economic
growth and development, there is a high probability that over time the corruption and ineffectiveness of governments may be reproduced repeatedly. In this
scenario, post-Communist countries could be doomed to durable bad governance in the same way as the states of sub-Saharan Africa (despite obvious differences in degree of socioeconomic development).92

A Perfect Storm: The Pandemic Crisis
and Bad Governance in Russia
The COVID-19 pandemic that hit the globe in 2020 has been a sudden and simultaneous stress test for all countries. It has clearly exposed both their strengths
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and weaknesses in terms of policy-making in many areas and in many layers of
governance, thus becoming a perfect storm for assessments and evaluations of
numerous issues of the quality of governance in the country. In general, the success and failure of various countries have been explained through the mutual
impact of state capacity (with regard to infrastructural power of the state),93
legitimacy, political leadership, and public health policies.94 For many, including
developed countries, the existing conditions of their national health care systems turned out to be the weakest link, if not the bottleneck, as hospitals across
the globe struggled to cope with excess pressures during a surge of infections
(especially in some European countries like Italy that had high shares of aged
residents, the most vulnerable to the pandemic). Some political leaders, such
as Jair Bolsonaro in Brazil or Donald Trump in the United States, responded
to the pandemic challenge sluggishly, and behaved inconsistently, ineffectively,
and often irresponsibly vis-à-vis pandemic threats. In certain countries, such as
Sweden, alternative strategies of pandemic response chosen by politicians and
state officials have also contributed to their dubious performance. In Russia,
however, all these components of reaction to the pandemic were greatly affected
by the consequences of the bad governance presented and analyzed in the previous chapters of this book.
From the viewpoint of structural conditions, Russia had strong potential for
a relatively efficient response to the pandemic crisis. A relatively low population
density, large distances between major cities, and not particularly high domestic
and international transport connectivity (except for major hubs and transborder
areas) created the possibility for a slow spread of the virus across the country. A
relatively developed public health infrastructure and large number of medical
personnel also made a successful performance possible. Moreover, COVID-19
reached Russia fairly late relative to other major European states, so Russia had
enough time to prepare for the crisis. In addition, Russian citizens were much
more tolerant of the numerous pandemic-related restrictions imposed by the
state than their European counterparts and did not strongly object to the government’s actions. However, in 2020–2021, Russia rose to the list of top developed countries in the world in terms of excess mortality rate, which was mostly
driven by COVID-19.95 According to some expert statements, by the end of
2021 excess mortality in Russia exceeded one million, although this data (based
upon population registers) may be rather incomplete.96 In essence, the political
priorities of Russia’s leadership, alongside the policy effects of bad governance,
greatly contributed to such an outcome.
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At the exact time when COVID-19 reached Russia, its leadership prioritized
other issues than dealing with the pandemic, as it was driven by the nature of
Russia’s political regime. At that moment, a large-scale revision of the Russian
constitution was in full swing, with a handful of amendments approved by the
parliament on March 10, 2020, designed to allow Putin to retain power in Russia
until 2036. As the regime built its legitimacy in the eyes of its citizens on the
basis of voters’ support for an undemocratic leader, a quasi-plebiscitary “popular
vote” was set for April 22, 2020, to formalize these changes with a demonstration of citizens’ approval of the constitutional amendments and of the continuity
of Putin’s rule.97 It comes as no surprise that constitutional amendments turned
out to be priority number one for the Kremlin. Had the pandemic not happened,
this plan would most likely have been successfully implemented. Not surprisingly, the coronavirus was initially perceived by the presidential administration
as just a minor bump on the road to the main goal. However, the scale of the
infection surge forced the Kremlin to postpone the upcoming approval of constitutional amendments until a later date. This unexpected and unwanted change
in the Kremlin’s political strategy and its search for new legitimation of Putin
led to Russia’s late and largely inefficient response to the pandemic challenge.
To put it bluntly, Russia effectively failed the coronavirus test for the sake of the
regime’s continuity. The lives and health of Russian citizens were not prioritized
by authorities: as doctor Alexander Myasnikov, the spokesperson in charge of
state information management during the pandemic, openly stated in his speech
on Russian TV: “Those who are supposed to die will die.”98 This reasoning was
not based only on cynicism but also reflected the strategic considerations of the
authorities. As human losses themselves did not challenge the preservation of
the political regime and the mechanisms of governance, they were considered to
be of secondary importance at best. The Kremlin perceived risks not from the
pandemic as such but rather from the political disequilibrium it could cause.
As a result, politics was prioritized over policy-making, and the potential
risks of anti-regime mobilization and avalanche-like decline in Putin’s public
support were perceived in the Kremlin as more serious threats than the direct
(COVID-19 victims) and indirect (economic recession) impact of the pandemic.
No wonder that the major package of anti-crisis measures adopted in Russia in
late March 2020 included, inter alia, criminalization of fake news regarding the
pandemic and imposition of strict control over the spread of unwanted information on the ground—doctors and nurses across Russia were at risk of being fired,
if not prosecuted, and shared information with journalists and observers only

154

chapter 7

under conditions of anonymity.99 At the same time, the rise of the “information
autocracy”100 (in other words the regime that is based upon extensive use of lies
as a tool of dominance)101 has proved to be a double-edged sword under the conditions of the pandemic. It provides strong incentives for intentional distortion
of information and production of Kremlin-desired good numbers at all layers of
the state hierarchy, ranging from regional governors and city mayors to directors
of local hospitals and the like.102 When the meaninglessness of official Russian
statistics on the number of infected people and of pandemic-related casualties
was demonstrated by experts, who used advanced quantitative techniques of
analysis, these disclosures caused a furious reaction from Russian state officials,
and vicious counterattacks against international media.103 The response of the
Russian state was a further change in regulations aimed at further decreasing official numbers and obscuring the real picture.104 From this perspective, Russia’s
rulers followed the role model of the “good Soviet Union,” outlined previously,
as Soviet officials tended not to disclose bad news regarding major disasters105
and often even failed to gather certain statistical data if indicators demonstrated
negative tendencies.106Although the reliance upon distorted information was
not helpful in combatting the pandemic, the power vertical that prioritized loyalty over efficiency, most probably pursued other goals than the health of Russian citizens, and the media provides evidence of Russian state officials passing
the blame in the midst of the pandemic.107
The overregulated state in Russia provides yet another set of incentives for
inefficient combatting of the pandemic. The awkward combination of high
density and poor quality of state regulations in the field of public health has
provided negative incentives for directors of hospitals as well as for doctors and
nurses on the ground. They have had to minimize risks of being fired by their
superiors, if not prosecuted by law enforcement, for any real or imagined wrongdoings. The ongoing ill-designed “optimization” of public health facilities in
Russia aimed at making huge conglomerates of big hospitals at the expense of
local medical centers (especially in small towns and rural areas) has only aggravated the situation. 108 This is why loyally following any directives from their
superiors, who in turn are interested in whitewashing statistics and portraying a
rosy picture of successfully combatting the pandemic, remains the only available
strategy for almost every worker in the Russian public health system.
At the same time, the Russian state leadership has become flawed both in
personal and in institutional terms on the medical front. Unlike in many developed countries, responsibility was transferred not to the Ministry of Health or
any other specialized state agency in charge of medical affairs, but to the state
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watchdog agency Rospotrebnadzor, primarily responsible for numerous regulations in the consumer market. This agency (which set sanitary norms and had
broad discretion over punishment for their violation) had previously gained a
notorious reputation for being involved in the ban on food imports from “unfriendly” countries such as Georgia. While public health agencies are based
on a two-tier system of subordination (most hospitals are subordinated to and
funded by subnational authorities, and the federal ministry performs functions
of coordination), Rospotrebnadzor is based on the strict top-down hierarchy
of its own power vertical, and was perceived by the government as an organization that could implement top-down orders without consulting with other
agencies. This is why the government nominated the head of Rospotrebnadzor,
Anna Popova, to be in charge of all regulatory actions taken by the state during
the pandemic. The territorial branches of this agency became veto actors in the
regions regarding the pandemic, as governors were requested to get its approval
on all related actions, and it gained discretion and funding without bearing any
responsibility for public health performance. According to journalists’ reports,
Popova received carte blanche from the top leadership, and her political patron,
the deputy prime minister Tatyana Golikova, counseled Popova at the beginning of the pandemic to act such that, in their words: “Everything will be all
right and afterwards you will not be ashamed [before superiors].”109
In the wake of the pandemic outbreak, many necessary steps came with delays
and were guided by the political motivations of Russia’s authorities. The first
stimulus package for the economy was approved only in May 2020, used about
1.5 percent of the GDP (which was highly insufficient by the standards of developed countries),110 and mostly focused on support for large state companies
rather than small and medium businesses. As for compensations for Russian
citizens, they were fairly limited. Rather than making any bold moves in the
wake of the outbreak, Putin refused to announce a state of emergency or a major
lockdown; instead, he officially declared a “week off ” in March 2020 and then
extended it several times up until May 2020 (the same trick was repeated in May
2021, during the new outbreak of the pandemic). Ultimately, the authority to
combat the coronavirus was de facto entrusted to the chief executives of Russia’s
regions. They gained rights and responsibilities to handle problems caused by
the pandemic, including regulating work, travel, and services, preparing medical
facilities for the influx of patients, and the like.
Administrative decentralization in itself could have been a justified measure
during the pandemic. Russia is a diverse country, and the scale of the problems
caused by the coronavirus varied greatly between the provinces. Yet the entire
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mechanism of governance in Russia was insufficient for the country to provide
an effective response to the pandemic crisis at the regional level. First and foremost, many provinces had limited amounts of resources to resist the pandemic,
while the transfers from the federal budget reached regional coffers with a major
delay. Second, the conditions of the overregulated state caused a failure by both
federal and regional governments to provide the resources needed to deal with
the consequences of the pandemic (due to the risk of being accused of misusing state funds). Third, the power vertical was not designed to deal with such
crises, as apart from delivering required voting results at any cost and avoiding
mass protests, the regional and local officials’ objective was to achieve targets
imposed in a top-down manner, measured as percentage points of performance
indicators against previous years.111 Therefore, it is hardly surprising that during
the pandemic the governors of some Russian regions provided official reports to
the Kremlin of nearly unchanged numbers of cases and (mostly unsuccessfully)
attempted to hide excess mortality data.112
As to more substantive measures for combatting the pandemic, the Russian
authorities put major efforts into developing Russia’s own COVID-19 vaccine.
Thanks to overconcentrating resources necessary to develop and produce a vaccine, and a rush to launch it, Russian authorities proudly registered a vaccine,
labeled Sputnik V (official title Gam-COVID-Vac) on August 11, 2020, earlier
than other similar products by global pharmacological companies such as Pfizer
or Johnson & Johnson. Such a prompt approval of Sputnik V was met with criticism in the mass media and discussions in the expert community about whether
approval was justified in the absence of robust scientific research confirming
safety and efficacy.113 However, in February 2021, an interim analysis from the
trial was published in the Lancet, the major global medical journal, indicating
91.6 percent efficacy without major side effects.114 In many ways, Sputnik V’s
launch was perceived by Russian authorities as a grand success story. However, its
trajectory became not so dissimilar to some other success stories in Russia, as analyzed in chapter 6. First, amid the pandemic, Russia attempted to use the supplying of new anti-COVID medicine as a tool of aggressive “vaccine diplomacy,”
demanding major concessions from member states of the European Union for
priority supply of the vaccine. Russia’s vaccine-related pressure on governments
in countries like Slovakia and the Czech Republic, aimed at changes in their
policies toward Russia, caused major political scandals.115 Some other countries faced delays in procuring Russian vaccines. In the end, Russian attempts
to conquer international vaccination markets had limited success, as Sputnik
V failed to get quick approval by American and European regulators. Second,
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and most important, the domestic campaign of vaccination largely failed. Russia
had officially started vaccination with Sputnik V as early as December 2020
(the use of foreign vaccines was not permitted in Russia). However, by late December 2021 only 45 percent of Russians had received at least one dose of the
vaccine—a much lower share than in most developed countries.116 The Russian
authorities paid little attention to persuading citizens to be vaccinated, while the
state propaganda aimed at discrediting the European and American experience
of combatting the pandemic (including vaccination efforts abroad) intentionally or unintentionally spread many nonsensical ideas about the pandemic and
therefore disoriented many ordinary Russians. Only in June 2021, when the
new outbreak of COVID-19 caused a new spike in the number of victims, did
the government seek to increase the vaccination rate at least among public sector
employees and service sector workers. To what extent these belated measures will
help to combat the pandemic in Russia remains to be seen.
Meanwhile, the “popular vote,” conducted on July 1, 2020, was probably the most massive and shameless instance of fraudulent voting in Russia’s
post-Communist history. Using various means, ranging from large-scale workplace mobilization of voters (mostly public sector employees)117 to routine ballot
box stuffing and delivering entirely fake results, the Kremlin reached its target.
According to official data, the turnout was about 65 percent of Russian voters,
and almost 78 percent of them voted for the constitutional amendments, although mass surveys demonstrated a much lower degree of approval,118 and some
experts argued that about thirty million votes were added to the real numbers.
119
Still, even this fraudulent procedure has not shaken the legitimacy of Russia’s
regime, at least as of yet. Before the “popular vote,” the Kremlin’s mouthpieces
openly declared that their goal was to cement the status quo for as long as possible and to demonstrate to all Russians that everything in the country will remain the same, so that “after Putin there will be Putin,” as the speaker of the
State Duma summarized the message.120 It is hard to predict to what extent these
dreams of averting major political changes in Russia forever will come true, but
the long-term continuity of Russia’s current political regime will almost inevitably result in further political decay and aggravating the numerous vices of bad
governance analyzed in this book.121

Concluding Remarks: Is Bad Governance Forever?
In 1348, Ambrogio Lorenzetti, the author of the Allegory of Bad Government
(presented on the cover of this book), fell victim to a pandemic—like many

158

chapter 7

residents of Siena and other medieval cities in Europe, he died of the bubonic
plague. But almost seven centuries from that time, his frescoes remain on the
walls of the Palazzo Pubblico in Siena and still serve as a powerful reminder
of the causes and effects of good and bad governance across space and time—
be they discussed in medieval Siena, in contemporary Russia, or anywhere on
the globe. Neither the city portrayed by Lorenzetti nor the numerous cities and
towns of Russia are doomed to be governed badly because of their unfavorable
structural conditions. Quite the opposite, these polities exhibit various manifestations of bad governance because their rulers, similarly to the main character of
Lorenzetti’s fresco, behave like tyrants and tend to minimize any constraints on
arbitrary rule. In the absence of domestic and international constraints, tyrants
rarely have strong incentives to govern their domains in an effective and efficient
way, and this is why numerous vices of bad governance, so vividly presented in
the fresco, often become a constituent core of mechanisms of governance in various states and nations.
Judging from this perspective, contemporary Russia represents a pure case of
intentional building of bad governance on the ruins of the Soviet system after its
collapse and troubled transformation. This outcome was not predetermined by
Russia’s legacies of the past, nor was it an effect of the individual characteristics
of Putin and other Russian leaders. Rather, Russia’s rulers were able to pursue
their own self-interest and reach their goals, while rulers of many other countries
were not able to do so for various reasons. The consolidation of authoritarianism
in Russia during the first two decades of the twenty-first century undoubtedly
entrenched bad governance and exacerbated its major effects, such as corruption and rent-seeking. However, bad governance in Russia does not necessarily
lead the country to immediate total disaster and major failures in all key policy
fields. The mechanisms of governance built in Russia in the twenty-first century imply elements of fool-proofing, and many prudent technocratic solutions
have enabled an aversion of the worst risks. Moreover, under certain circumstances, success stories of strong government performance have demonstrated
major achievements in different policy fields, but even though these successes
often became limited and unsustainable over time. This is why neither hopes
nor fears of inevitable collapse of bad governance are relevant to Russia, at least
as of yet. Rather, Russia has exhibited a pattern of durable bad governance, or
low-level equilibrium, which may not be shaken even if sooner or later the country faces major political regime changes. Democratization is a necessary yet insufficient condition for overcoming bad governance, as the recent experience of
Ukraine suggests.
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What are the lessons that might be learned from the experience of bad governance in contemporary Russia? First and foremost, political foundations lie at
the core of mechanisms for governing the state, and personalist authoritarian
regimes provide fertile grounds for building bad governance, especially if these
regimes prove to have a certain durability, as in Russia’s case. Second, regardless of loud rhetoric, the dreams of authoritarian modernization have not been
significantly converted into reality, as political leaders rarely invest systematic
efforts into improving the quality of governance unless they face major domestic
and/or international challenges and constraints. Third, irrespective of Russia’s
foreign policies, its practices of bad governance have a high chance of turning
into a role model for many rulers of other countries who would like to govern
their states in a similar way to Putin. Finally, one must admit that while bad
governance may initially emerge in any given country and be further aggravated
by conscious poisoning by politicians, it will not disappear by itself without tremendous and systematic efforts by the political class and society at large, and
the success of such efforts is relatively rare. For these reasons, bad governance is
most likely to turn from growing pains of post-Communist state-building into
its chronic diseases, which may be not fully curable.
All metaphors, which are so widely used in social sciences, are imperfect as
they are only partly congruent with complex realities, and the medical metaphor
of the causes and effects of bad governance employed in this book is no exception. In the world of medicine, a patient who behaves irresponsibly about his
or her disease, that is, ignores professional recommendations, refuses medical
treatments, and worsens his or her health using alcohol and smoking, usually
dies prematurely. But in the world of twenty-first century politics, states and
societies, unlike individuals, are immortal—for good or ill, they are not dying at
all, not disappearing from the global map by themselves nor being conquered by
other powers. Rather, the miserable countries affected by the chronic disease of
bad governance may endlessly continue their mediocre, hopeless, and meaningless existence under these worsening conditions, and over time be left with fewer
and fewer chances for their recovery. This is the real threat for Russia and for
other countries that are not immune to bad governance. After a certain stage of
decay, the declining quality of governance may reach a point of no return. If so,
then it will not be possible to improve the Russian state by any available means.
Rather, the question for scholars and experts may be how to eliminate it without
causing major harm to the human beings in the country and across the globe. To
what extent such a question may become a major item on Russia’s agenda in the
foreseeable future remains to be seen.
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