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�
PREFACE


This book was written in rather unusual conditions. I was a bit surprised when in the summer of 1994 at the seminar on problems of discrimination and economic development in Goeteborg Professor Ake Andersson suggested that I write a book on criminality in societies in transition. Being for many years interested in problems of theory of individual and collective decision making and conflict resolution, I feel very far from studies of criminality which I consider to be very much empirical (dealing mainly with criminal statistics) on one hand and normative (studies of jurisprudence) on the other.


Soon, after several weeks of reflections I realised that my initial views were incomplete. The problem of criminality, especially in societies in transition is a great intellectual challenge to political scientists.


In the 20th century, for many decades the essence of conflicts in the world community were ideological clashes. The controversies between communism, democracy, colonialism, liberation movements in the Third world were the skeleton of political and social life, penetrating everywhere from labour conflicts to family relations and intellectual life. The imaginary apocalypse of a nuclear war, the very idea of annihilation of the humankind dominated any reflections on the future.


The collapse of communism in Eastern Europe created a totally new intellectual landscape. At that moment even the ideas of “the end of history” seemed to be not so crazy.


This euphoria did not last long. A wave of ethnic conflicts, economic breakdowns, criminality in new, fragile democracies created in Eastern Europe on the ruins of communism have destroyed hopes for a rapid modernisation of these societies. The heritage of totalitarian and authoritarian rule is not easy to get rid of.


At the same time some “marginal” phenomena, like the drug trade in Latin America and Asia, corruption in postcolonial states, pauperisation and social tensions in new industrial countries like Brazil and Mexico increasingly were drawing more and more attention. When the same phenomena became dominant in many former communist countries the anxiety embraced politicians and the public in the West. A new political challenge emerged: how to smooth frictions in societies in transition and diminish their destructive potential for the world community?


This is not a simple problem. In fact, the whole world is in the state of transition, and the question mentioned above is not a task only for developing and former communist countries. The implementation of the new technological and social achievements transforms all societies into societies in transition.


To understand the consequences of rapid progress is a difficult problem, and the results of such an analysis seem to be very far from obvious.


The growth of criminality associated with the progress of modernisation is one of the most striking features of the contemporary world. This book is an attempt to investigate this problem from a new point of view: this growth is considered as a natural consequence of social uncertainties created by institutional changes and the establishment of new institutions.


To my mind, it is very important to realize to what extent criminality in societies in transition is an institutional phenomenon, because the traditional interpretation of criminality put an accent on psychological aspects of human behaviour. Therefore a rather deep comparative analysis of “models’ of criminality in the history of European thinking is needed to “deconstruct” this concept and to reflect the ontology of this phenomenon. This approach opens a hermeneutic prospect not only  for  studies of criminality but also for studies of societies in transition.


I concentrated my efforts on comprehending the contemporary situation in Russia, but it is hardly deniable that present-day Russia  is a very good laboratory for studying society in transition in general and therefore the outcomes of this study might be important in much broader context. 


 To better understand the complicated cultural situation in contemporary Russia, I have provided chapters of this book with remarkable Russian sayings and jokes made by politicians. Sometimes these citations are not politically correct, but for a foreign reader it is important to understand that Russian mentality now, after many years of forced “political correctness”, is hardly politically correct at all, which seems to be one of our few advantages in the current situation. 


I am deeply grateful to the Institute for Futures Studies at Stockholm and its Director Prof. Ake Andersson for  giving me an opportunity to work on this book and for the financial support of the project. I also owe thanks to Prof. Ake Andersson and David Andersson for insightful discussions of the issues and their helpful suggestions on earlier drafts of the manuscript. 


I also acknowledge my debt to Russia’s Foundation for Basic Research  for  lending support to  my two earlier research projects the results of which I have partly drawn on while writing Part I of this book.


I would also like to express my gratitude to Prof.  Erik Hoffman for   taking the trouble to persuade M. E. Sharpe Publisher to publish this book, and to Prof. Archie Brown for thoughtful reading and commenting on the manuscript.


This work owes a large debt to my Russian colleagues - Dr. Andrei Ignatyev for  insightfully discussing the subject, Dr. Nikolai Biryukov for generously aiding me in my work, and especially for talking over the ideas developed in Chapter 5, Section 2, which has eventually resulted in a separate joint study. Thanks go also to Dr. Yakov Dranev for discussing the issues related to financial markets.


I am indebted to my foreign colleagues for helpfully discussing some of the considerations proposed in the book. I must in particular thank Prof. Robert Axelrod for the exchange of some ideas of the game theory in Ann Arbor in the autumn of 1988, Prof. Hayward Alker Jr. for sharing his ideas on the methodology of political science, especially on the Renaissance conception of politics, Prof. George Breslauer for discussing the ideas of Chapter 4 during my stay at Berkeley in the spring of 1990, Prof. George Lakoff for debating about the nature of conservatism and liberalism (in Berkeley, in January 1995), Prof. Charles Tilly for discussions on social revolutions during a series of Soviet -American Seminars on Interdependance in 1988-1991.


I especially thank my colleagues Tatyana Vetoshkina and Pavel Parshin for their help in translating a large part of the book into English and making several comments on the English version (further marked as Translator’s Notes) which explain to the English-speaking reader  Russian linguistic peculiarities. I am grateful to Dr. Paul Chaisty, who helped me to improve the English of the text - the task which was, as I guess, almost impossible without rewriting it.


All the responsibility for  mistakes is , of course, mine.


And finally, I am infinitely grateful to my wife Marina whose care and patience supported me during the complicated work on this book. 


�
Table of Contents� TOC \o "1-3" �


PREFACE	� GOTOBUTTON _Toc367449193  � PAGEREF _Toc367449193 �2��


INTRODUCTION	� GOTOBUTTON _Toc367449194  � PAGEREF _Toc367449194 �7��


Part I





Moral practices and the law: formal and informal social institutions	8


CHAPTER 1


LAW AND ORDER: POLITICAL INTERPRETATIONS	� GOTOBUTTON _Toc367449195  � PAGEREF _Toc367449195 �11��


( 1. The Right, Left and Liberals	� GOTOBUTTON _Toc367449196  � PAGEREF _Toc367449196 �11��


§ 2. The Meaning of Law	� GOTOBUTTON _Toc367449197  � PAGEREF _Toc367449197 �17��


CHAPTER 2 


LAW, CRIME, AND MAN IN EUROPEAN CULTURE: THEORETICAL CONSIDERATIONS	� GOTOBUTTON _Toc367449198  � PAGEREF _Toc367449198 �26��


( 1. Social Arguments	� GOTOBUTTON _Toc367449199  � PAGEREF _Toc367449199 �26��


( 2. Rationality and New Psychology	� GOTOBUTTON _Toc367449200  � PAGEREF _Toc367449200 �37��


( 3. Ethology and deviant behaviour	� GOTOBUTTON _Toc367449201  � PAGEREF _Toc367449201 �42��


CHAPTER 3


COLLECTIVE BEHAVIOUR IN “GREY ZONES”........................................................................................................� GOTOBUTTON _Toc367449202  � PAGEREF _Toc367449202 �47��


( 1. Cooperation in “Grey Zones”	� GOTOBUTTON _Toc367449203  � PAGEREF _Toc367449203 �47��


( 2. “Prisoner’s Dilemma”	� GOTOBUTTON _Toc367449204  � PAGEREF _Toc367449204 �50��


( 3. Organisations vs. Movements	� GOTOBUTTON _Toc367449205  � PAGEREF _Toc367449205 �56��


CHAPTER 4


THREE COLOURS OF REVOLUTION	� GOTOBUTTON _Toc367449206  � PAGEREF _Toc367449206 �60��


( 1. Social Institutes and Moral Practices	� GOTOBUTTON _Toc367449207  � PAGEREF _Toc367449207 �60��


( 2. “Pink” Revolution	� GOTOBUTTON _Toc367449208  � PAGEREF _Toc367449208 �62��


( 3. “White” Revolution	� GOTOBUTTON _Toc367449209  � PAGEREF _Toc367449209 �68��


( 4. “Black” Revolution	� GOTOBUTTON _Toc367449210  � PAGEREF _Toc367449210 �71��


Part II





new social phenomena and crime in post-communist russia	67


CHAPTER 5 


SOCIAL CHANGE, LEGISLATION AND CRIME IN THE USSR AND RUSSIA �IN THE PERIOD OF PERESTROIKA	� GOTOBUTTON _Toc367449211  � PAGEREF _Toc367449211 �76��


( 1. Economic policy and crime in the period of perestroika	� GOTOBUTTON _Toc367449212  � PAGEREF _Toc367449212 �76��


( 2. Grey Zones within  Legislation	� GOTOBUTTON _Toc367449213  � PAGEREF _Toc367449213 �82��


( 3. The formation of public discourse on crime in present-day Russia	� GOTOBUTTON _Toc367449214  � PAGEREF _Toc367449214 �93��


CHAPTER 6 


CRIMINAL COMMUNITIES IN RUSSIA	� GOTOBUTTON _Toc367449215  � PAGEREF _Toc367449215 �103��


( 1. Territorial Criminal Groups	� GOTOBUTTON _Toc367449216  � PAGEREF _Toc367449216 �103��


( 2. “Ethnic” criminal communities	� GOTOBUTTON _Toc367449217  � PAGEREF _Toc367449217 �109��


( 3. The Problem of Corruption	� GOTOBUTTON _Toc367449218  � PAGEREF _Toc367449218 �113��


CHAPTER 7 


“GREY ZONE” IN ECONOMY	� GOTOBUTTON _Toc367449219  � PAGEREF _Toc367449219 �121��


( 1. Banking and the “Grey Zone” Problems	� GOTOBUTTON _Toc367449220  � PAGEREF _Toc367449220 �121��


( 2. Financial Companies	� GOTOBUTTON _Toc367449221  � PAGEREF _Toc367449221 �133��


( 3. Privatisation	� GOTOBUTTON _Toc367449222  � PAGEREF _Toc367449222 �139��


CHAPTER 8


 “NEW RUSSIANS”, STATE, AND CIVIL SOCIETY	� GOTOBUTTON _Toc367449223  � PAGEREF _Toc367449223 �150��


CONCLUSION 


THE “WILD EAST”	� GOTOBUTTON _Toc367449224  � PAGEREF _Toc367449224 �161��


Notes	� GOTOBUTTON _Toc367449225  � PAGEREF _Toc367449225 �169��


��
INTRODUCTION


... The means by which an organism permanently keeps itself at a high enough level of organisation consists, in fact, in its constant drawing organisation from the environment.


E.Schroedinger. What is life?


Studying the problem of criminalisation of societies in transition necessarily calls for a certain theoretical framework. We can adduce endless details of crimes being committed, lament over poor conditions in places of confinement, which tend to become “high schools of crime”, or we can cite the crime statistics, and yet this will provide no answer to most essential questions, such as Why does criminality in societies in transition take such unusual forms from both traditional and modern societies? Why do  political power and business intertwine  with criminal structures so intimately? Why do the latter actually become an “alternative power”, and if they really gain not only power but also some kind of legitimacy, then to what extent should they be regarded as “criminal”?  Can we consider  what is accepted and believed to be quite normal by a major part of society as crime? Could not this “latent order” be a germ of a truly new order, or, in other words, could not a new economic and political order in societies in transition arise from spontaneous social practices called “criminal” in common usage? 


These questions should not be dismissed out of hand, on purely moralistic grounds. How new social structures and institutions are formed, properly speaking, remains an open issue. Adam Smith’s invisible hand, Hobbes’ Leviathan, which brings to an end the war of all against all, and von Hayek’s spontaneous and extended order seem to be nothing other than analogues of such natural process as the crystallisation of atoms and molecules under changes of temperature and pressure. 


In the realm of large numbers, according to thermodynamics and information theory, the laws of complex systems’ behaviour rule out separate control over the behaviour of individual atoms. No Maxwell’s demon�, in an effort to regulate the position of an individual particle depending on its speed, would be able to do this for a long enough time while interacting with a great number of particles, because he would start to feel giddy and come into equilibrium with the rest of the system. In other words, the demon would corrupt. This seems far more than a mere metaphor. 


There is a limit to any endeavour to restrain society as a whole from particular social practices, for when the number of infringements becomes excessive any power will start to feel giddy like Maxwell’s demon. A spontaneous order will capture and absorb the power structures that tend to run counter to the mass social practices [2]. Therefore it seems likely that a purely compulsory or forcible control over a large enough social body may be doomed to failure from mere thermodynamic considerations. To be a success, such a control would require far too vast energy (and in the case of society, financial) resources. That is, the power would need an amount of resources comparable to that of society at large.  


Such is indeed the case of totalitarian regimes, though the recent developments suggest that even this variant of control over society can  only be possible within a limited period of time, whereupon the power structures start to erode and corrupt. Then  society, having come to equilibrium with the power, generates an alternative power and ousts the former one, who will not or cannot bear existing social practices for some ideological or political reasons. In this way, “spontaneous” order takes over from the rational one. 


Let me adduce just one example from present-day Russia. 


Beginning on March 13, 1996, the Russian Government fixed minimum prices for alcoholic beverages. Since these prices proved too high and hindered  trade, inventive tradesmen in Saint-Petersburg (and then in some other cities) promptly began offering three bottles at the price of one, two being added as a “gift”. The resulting average price of bottle remained the same as before, while “gifts” were, naturally, neither excisable nor taxable. Indeed, who could possibly prohibit a shopkeeper from presenting his customers with foodstuff samples? Thus the tradesmen got round the Government’s regulation quite legally [3]. 


As we can see, customary practices are very difficult to alter by legislation. Of course, state can resort to violence. But then, how really adequate is its resource of violence? Mass violence is virtually tantamount to the power’s loss of legitimacy. Besides, violence can run up against counterviolence, which usually leads to the emergence of an alternative power. 


We can resume in the following way: now that we study the problems of societies in transition, we find ourselves much closer to Hobbes’ ideas of social order emerging from chaos than those social thinkers of the early Modern Times who attempted to penetrate the remote age when civilisation had been still in the making. Besides, it was no mere chance that these ideas evolved just as processes of “self-organisation” triumphed over ideologised traditional society. After all, what is chaos if not a disintegration of a previous order? And how could the “spontaneous” order  be distinguished from chaos once new social structures have not yet crystallised? Apparently, the thinkers of the 16-17th centuries simply transferred realities of the contemporary “society in transition” to the remote past. 


Hence, in an effort to clarify realities of society in transition (including the problem of its criminalisation), we face the problem of interplay of traditions, spontaneous social practices, and legislation introduced by state. This one is, basically, a political problem, and therefore we should begin by considering the stratification of political forces in society which results from the disintegration of “traditional” order alongside the emergence of new social rules. 


�
PART I


Moral practices and the law:�formal and informal social institutions�in society in transition


�
CHAPTER 1�LAW AND ORDER: POLITICAL INTERPRETATIONS


There cannot be not enough snacks -


There can only be  not enough vodka.


There can be no silly jokes -


There can only be  not enough vodka.


There can be no ugly women -There can only be  not enough vodka.


There cannot be too much vodka -There can only be  not enough vodka.


                                                        Russian saying


( 1. The Right, Left and Liberals


While analyzing the public discourse on crime, one cannot stop wondering at how very regularly we stumbles across one-dimentional explanations of such a complicated and obscure phenomenon. Even more interestingly, explanations of crime very neatly correspond with the traditional political spectrum, i.e. the Right vs. Liberals vs. the Left.


The Right allege that crime is due to lack of public order, that is, to the weakness of law-enforcement agencies, the insufficiently severe punishments, the demoralizing effect of liberalism, the spread of alien values, and the moral decay of society.


Very different politicians among those that are commonly recognised as the Right - from the US Republicans to the French nationalists under the leadership of Le Pen  and Russian “imperialists” led by Zhirinovsky [1] - are unanimous in such a view on causes of crime. Essentially, this very attitude to violation of social rules as  the result of society’s weakness can be regarded as the generic trait that allows to relate a political group to the otherwise intuitively vague concept of “the Right”. Admittedly, very different remedies for this illness are usually proposed by these politicians - from measures aimed at strengthening the State to extreme forms of religious fundamentalism.


The rightist views rest upon the idea that traditional forms of social life are particularly valuable. Any innovation that undermines tradition is believed to be a danger to public morals that necessarily leads to the criminalisation of society.


It is at turning points in social life, when society is in a state of transition to new forms of social existence, that such views prove to be most important politically.  The rightist conservatism allows to make up a “moral excuse” for hedging against new social institututions and new types of relations between  social actors by alleging that the innovations destroy “fundamental human values”. These considerations are usually further substantiated by emphasizing the inherent “viciousness” of human nature as prone to follow destructive instincts, and in contrast to this, the ideal character of social institutions, religion and ideology as a means of restraining these instincts.


Paradoxically enough, such views upon social order quite often turn out to neglect  laws that protect human rights because the latter are therein deemed subordinate to “society’s rights”. From the rightist point of view, the “self-evidence” of crime makes useless “mere formalities” of legal procedure, whereas the instructive role of speedy trial and public execution positively outweighs the risk of thus committing an injustice or inciting cruelty and aggressiveness of the mob seised with “righteous anger”. As we can see, such a conception of law and order actually disguises an absolutisation of customary order as well as a neglect of legal procedure.


In case proponents of the above views come to power, their policies often result in something quite contrary to what was expected - their “order” develops into the witch-hunting and initial successes of the anti-crime campaign eventually convert into the profound criminalisation of all society. The negative attitude towards legal procedure entails innumerable judicial errors, which further provokes a negative attitude towards the law as a whole. The search for the enemy incites social hatred leading to the rise in spontaneous aggression. The arbitrary rule discredits the very idea of order giving rise to the alternative power of criminal structures, which infiltrate and corrupt political institutions.


On the whole it soon becomes clear that “there cannot be too much order, there can  only be not enough order”.  It is precisely this development that we could witness in many countries under various totalitarian and authoritarian regimes - from Argentina and Nicaragua in the late 1970s to the USSR and China in the 60-80s.


Alongside the conservative effort to account for negative effects of social innovations, another, diametrically opposite way to explain the rise in social unrest and crime has been gaining ground, namely “the left idea” - “there cannot be not enough order, there can be only too much exploitation”. Here, exploitation is usually  construed as an excess or misuse of power by existing social institutions. Most characteristic of the leftist social ideology is a neglect  not only of legal procedure, but also the law as a whole in that the latter is believed to be “a legalised form of exploitation”. Therein the legitimacy of major social institutions is  questioned as “unjust” [2]. 


The leftist view on society appears a mirror reflection of the rightist one in so far as it considers social life to be a kind of struggle of the individuals and masses, instinctively striving to get free from exploitation, against “unjust society” which has been “appropriated” by the ruling elite. Contrary to the Right, the Left believe spontaneous outbursts of the masses’ instincts to be a positive factor in social development, unlike the social order, which is regarded as a conservative means to maintain  injustice and exploitation. The leftist view recognizes various forms of anti-social conduct, - even terrorism, - as right and lawful, at least up to the moment when power is assumed by “opponents of exploitation”, who allegedly know how to establish a new order - an order which would admit no motivation for anti-social conduct or crime, in that it would be free from the exploitation that generates the latter.


Whereas the Right believe society to be a rational set-up and actually deny that a criminal, when possessed by “evil instincts”, might behave in a rational way, the Left deny traditional society to be rational, considering it “a realm of absurd”, and paradoxically, put their trust in an individual’s rationality, alleging that any motivation for violating social order will vanish once “the right order” is installed.


Having come to power, the Left, while seeking to put “a just and rationally made society” into practice, tend to display  rather odd behaviour. As soon as they achieve the allegedly rational social order, they start to conduct themselves in a strikingly similar way to that of the Right. Unexpectedly enough, anti-social actions do not vanish after the “just and rational” reconstruction of society. The authorities fail to reduce the rate of crime quickly. Of course, the anti-social developments are first attributed to ill survivals of the older society. But after a time, this argument proves obviously spurious; it is then that the Left begin to feel a need in recalling the old idea of the man’s “evil nature” that ought to be reformed.


Reformatory measures taken by the Left are usually rather harsh and eventually incite a social protest which, in its turn, has to be quelled with the help of even harsher measures. The country becomes covered with concentration camps and prisons. In the USSR, a period of 15-20 years after the Revolution of 1917 proved enough for the initially leftist regime to become first authoritarian, and then (after 1929) totalitarian, wherein  law and order was invariably maintained and restored by the secret police through the use of drastic measures, while former  revolutionaries were being sent to concentration camps.


Maintaining “ideological order” requires a well-adjusted and powerful state mechanism (hence the ideological order differs from the “traditional” one, which can be easily maintained at the community level), with the legislation orientated towards protecting the rights of the state (since, supposedly, a “rational” state can do no harm to its citizens). 


And a powerful state mechanism naturally requires a lot of resources. Since in totalitarian regimes there is no inner restriction with anything like institutionalised civil society, there is nothing to stop the bureaucratic machine, which seeks to absorb the whole of society, from growing. State expenditure increases continuously, and finally anyone who may be observing the evolution of the regime like that comes to notice that the level of exploitation in it is appreciably higher than in the former state destroyed in order to build up the “just and rationally made society”.


With the growth of exploitation, every possible grave social consequence develops - the rate of crime and child mortality rises, life expectancy decreases, etc. It  becomes clear that “there cannot be not enough exploitation, there can be only too much exploitation”. 


As an alternative to these two similar extremes,  the rightist and leftist ones,  the liberal perspective, the pivotal idea of which is that all social troubles stem from lack of freedom- appears. According to liberal views, society, if there is enough freedom within it, is bound to self-organisation  which results in  the creation of an “extended economic order”. Social relations are regulated by an “invisible hand” of the market, and the less the state interfere, the better it is for society. And within society, everything is regulated by individual interests, society being actually atomised. All negative phenomena of both traditional and totalitarian societies are thought to  hinder the development of individual creative abilities ( communitarian tradition in traditional societies and under rightist  authoritarian regimes or state bureaucratic rationality in leftist authoritarian or totalitarian states). The main goal of the law, according to this radical liberal position, is to grant individual political rights to citizens [3]. 


Nature does not tolerate emptiness, though. The state withdrawal from regulating social relations, under the rule of radical liberals, is accompanied by a speedy growth of  the alternative power in organised crime which takes under its control ever broadening areas of social relations. The struggle against organised crime eventually becomes one of the main goals of the state, and for its realisation, a violation of citizens’ rights and freedoms gets increasingly indispensable. And then begin such things as unsanctioned interception of phone calls, control over bank accounts, compilation of electronic dossiers on citizens, immigration control, toughening of visa regulations, etc. As a result of these changes, a citizen of such society, who sincerely believes him- or herself to be free, in fact becomes entangled in a system of  universal surveillance, police and tax control which often surpasses the social control characteristic of both traditional and totalitarian societies. It becomes obvious that “there cannot be too much freedom, there can  only be not enough freedom”.


Of course, the picture I outlined above is no more than a caricature grasping the most grotesque features of rightist, leftist, and liberal regimes. A careful reader, however, could have easily noticed that this caricature presents a pretty good description of, at least, the succession of political regimes in Russia in the 20th century. 


Certain periods of history of the last 300 years in many countries other than Russia also seem to fit into this scheme quite well. The scheme is based on the identification of three main social actors responsible for providing rights in society: the community, state, and individual. Each of the three above-considered types of regimes, when carried to its possible logical limits, paradoxically reveals the unsoundness of  the basic premise underlying the respective regime.  As to the structure of logical possibilities, it can be represented with a simple matrix ascribing the moduses of “rationality” and “irrationality” to power institutions and the individual. 


Table 1. 


�
Left�
Right�
Radical Liberals�
Anarchists�
�
Power institutions�
rational�
rational�
irrational�
irrational�
�
The individual�
rational�
irrational�
rational�
irrational�
�
In our scheme accounting for social troubles, we have not yet considered the fourth logical possibility, namely anarchism, which alleges that both state and individual are irrational. 


The anarchist type of political regime, however, never existed anywhere for a long enough time. A short period of anarchist rule in Catalonia during the Civil War in Spain showed that in an anarchic society, ruled by momentary emotions, no meaningful distinction between normal and criminal activity is possible whatsoever. It is evident from eye-witness (Saint-Exupery’s and Orwell’s) [4] accounts. Therefore I leave the anarchist regime without consideration. 


 The main conclusion which can be drawn from the scheme I have discussed is that two factors are of cardinal importance for proper understanding  the problems of criminality. They are:


The orientation of the law, i.e. the identification of those social actors who are protected by the law in their activities.


The view upon the rational vs. irrational roots of human behaviour.


It is my intention below to discuss these two factors.


§ 2. The Meaning of Law


When a humane ruler is in power, does he ever trap people in the meshes of the law?


Meng Tsu


As I have already noted, within different types of political regimes the legislation (the law too), appears to be oriented differently, and to understand the phenomenon of crime, this difference has to be clarified. What is to be discussed here is the “meaning”, or ontology, of law. What is law from the viewpoint of a common member of society? Reasonably, it is only after this question has been answered that the question ‘What is crime?” may be addressed. In particular, the very etymology of the Russian word for “crime”, prestuplenije (lit. ( ‘trespassing’) pinpoints the fact that to commit a crime means to overstep something, namely the law. Consequently, the exact sense of  “an overstepping’ is determined by what has been overstepped. 


Essentially, to explain crime means to answer the question of what kind of phenomenon it is, and what its individual (personal) and social roots are. And this question is not a trivial one in that it is intimately tied to a much more complicated and larger problem of what, properly speaking, man is, what the roots of his social behaviour are, which human actions can be justified, and which cannot. Proceeding from an intuitive understanding of crime, we might regard it as violation of basic social norms. However, there are great culture-bound differences among various societies as to what norms are recognised as basic, what is permissible, and what ought to be punished and prosecuted by “society as a whole”. 


To describe these differences, some fundamental discriminations of meanings  must be introduced.  First, we should discriminate between morals and written  law. In any society there are traditional notions of impermissible kinds of behaviour. But generally speaking, it is by no means necessary to set up social mechanisms of punishment in such a way as to make every action that is condemned by the traditional morals obligatorily punishable. The law can well be narrower than the morals. But the reverse is also true, especially if the legislator is driven by a desire to transform society. In stable societies the latter situation is a rare case, for they tend to consider only a fraction of morally condemned deeds as punishable. Usually the reason for this is that it is virtually impossible to identify and attest every morally condemned act through legal procedure. Thus, lies are usually condemned, and this is dictated by the need to maintain effective communication and human interaction. It is clear that a society where lie would not be condemned and become a communicative routine would hardly function effectively [5]. At the same time, it makes no sense  legally to prosecute every instance of lying. Usually the lie is prosecuted only if it inflicts damage to particular legal subjects, for example, if it destroys somebody’s reputation. In certain societies,  truth can be equally prosecuted from the same considerations; it happens when the existing law is orientated towards protecting some privileged legal subjects.  


One can easily see that the differentiation between law and morals is a result of the historical development of the society and elaboration of  the legal procedure. Traditional societies, in which personal rights have no priority over rights of a group, tend to minimise the distance between law and morals. Classical examples of such minimisation are provided by various practices of using religious dogmas as legal norms, a phenomenon attested both in Europe and Islamic world in the Middle Ages, and still widespread in present-day Muslim countries [6]. 


Thus, for instance, the moral condemnation of usury was a factor that inhibited economic growth in those societies where that moral norm acquired the force of a law.


The law in a traditional society is thought of as the rules of conduct sanctified by tradition, and usually considered to be primordially God’s Establishment. It was just how the Law of Moses was understood (Moses  supposedly got the Tables and Shrine of Testament directly from God), and in the same way the Christian Commandments were construed. Most characteristic of such understanding of the law is lack of differentiate between the law and morals. Anything that does not conform to God-given law is therefore immoral and ought to be punished through the exercise of social power. In certain cases such understanding of the law led to the establishment of theocracies. 


A trend to identify morals with  law is observable in many “populist” regimes who came to power  as a result of revolutions. Such were the Jacobean regime in France in 1793-1794  and the Bolshevik regime in Russia, especially during 1917-1922, when “the revolutionary law” prevailed. 


Three main theses underlie the populist understanding of lawfulness:


The idea of morals as a social realisation of eternal and natural values, such as ‘justice’ or ‘equality’. This actually makes the populist understanding of morals close to that characteristic of the “Religions of Law”.


The treatment of deviations from moral norms as “violations of natural moral law” and, hence, the belief in the need of a social prosecution of these deviations.


The idea of the “self-evidence” of these violations, which rules out any legal procedure that might protect the rights of the accused [7]. 


Virtually, from the viewpoint of the revolutionary or religious law, to be accused meant the same as to be convicted. Rare acquittals might be justified only by the disclosure of the accuser’s malevolence  (as in the case of Susannah and old men). In modern societies, such attitude toward law, characteristic for both right and left radicals, demonstrates a paradoxical “closure” of  the circuit of the political spectrum adopted in Western culture. The similarity between right and left radicals suggests that the political spectrum should be understood as a circle rather than a line: radicals “from the left” and “from the right” are brought together by their adherence to the natural understanding of morals, and differ in that left radicals project moral principles into the future (through  the ideology and references to eternal values of justice and equality), while right radicals project them into the past, referring to the tradition and various “testaments”. This “rightist/leftist” bloc is opposed to the liberal idea of morals as something distinct from law. The differentiation between these two concepts results, first, from the recognition of law as a social construct, and second, from the recognition of pluralism of values. In liberal consciousness, morals lost its uniformity, and this makes a coincidence of law and morals impossible. Otherwise one should establish, within unified society, different systems of law specific for each particular social group whose members share their own ideas of “moral law”.


Historically, such practices did take place in the Middle Ages, especially in those societies in which there existed trading ethnic communities who enjoyed specially granted privileges. The special status of “People of the Law” - Christians and Jews - in medieval Arabic world, of Europeans in Ottoman Empire after the introduction of  the “Regime of Capitulations” etc. illustrate the same category. The exclusive status of particular social or ethnic groups, however, have little in common with the liberal attitude toward  the law/morals relations (albeit they are often confused with it) since within each group, contrary to the liberal attitude, the law and morals may well coincide. 


What can be called genuinely liberal is a reasoned separation of law as a social mechanism deliberately selected by society for the regulation of relations within it, from morals as “natural” principles of human-to-human interactions based on traditions and religious beliefs.


In this case, law becomes an instrument, not a value, a kind of invention which could and should be perfected alongside the transformation of social conditions and dissemination of ideas about goals and tasks of the community as a whole. It is this attitude toward law that gives rise to democratic legislative institutions and judicial procedures protecting the rights of all participants of  proceedings, including protection of citizens from the improper application of law. This, in turn,  gives rise to the presumption of innocence, the idea of jury trial, and the treatment of any doubt in favour of the defendant. 


All this follows from the understanding of law as an artefact, which, as any other human-made instrument, is imperfect and sometimes dangerous, and should be applied with care. 


Between “theocratic law” based on moral authority and tradition, and  liberal law based on communal consensus, there is also a “law of power”, i.e. law enacted by the political power simply “by force”. Such is every law established by a conqueror or tyrant and enforced through bureaucratic bodies separated from society. 


In fact, even in modern liberal societies a considerable segment of law (for example, governmental decrees and orders, various instructions and law regulations) functions on  the “law of power” principles. But  the “law of power” is applied there by the rational bureaucracy and under democratic control. And  the rational bureaucracy is a social instrument not so easy to create. The formation of this institute in Europe (originally in Northern Europe - England, the Netherlands, Sweden, Denmark, Prussia) lasted many decades. In ideal case, the power of rational bureaucracy is exercised in accordance with firmly established procedures of administrative work. A public officer is not able to violate these procedures, and his activity is under permanent control by a higher authority [8].


In many authoritarian and totalitarian societies, in contrast to liberal ones, the bureaucracy is particularistic, i.e. its  activity is based not on following a rational procedure, but on the principle of division of responsibilities. Every administrator possesses a kind of absolute power within his sphere of responsibility; respectively, the law is supposed to be written for private citizens only and by no means for administrators. It is not for a violation of procedures that an administrator is punished by his bosses (as a rule, procedures are established by  the administrator himself), but for going beyond the limits of his responsibility, or for actions that contradict direct orders of his bosses. 


The administrative apparatus always tends to adopt instructions for exerting power in its own group interests and thereby evolve into a particularistic bureaucracy. That is why permanent social control over administrative bodies is needed in democratic societies. And under populist regimes, which by their nature do not allow procedural control over administrative bodies, the particularistic bureaucracy gains especially great power. 


So, we see three profoundly different understandings of law as “an abstract construction”: (a) law as tradition (in conservative, “fundamentalist” societies); (b) law as a social instrument deliberately selected by society (in liberal societies); and (c) law as a device for exerting administrative power (in authoritarian and populist regimes). 


In really attested societies all these three understandings usually function simultaneously, being mixed in various proportions. In modern societies, their functioning is co-ordinated by a specially elaborated intricate mechanism. Thus, law understood as moral establishments and traditions is usually therein subject to limitations imposed by laws protecting personal rights against infringements on the part of  society. Law, understood as a kind of administrative power, is to be limited by procedures of democratic control over public officers’ activities; in addition, there is a practice of collaboration between public officers and political appointees who implement control procedures. And the process of creation of law as a social instrument is institutionalised in the activities of elective legislative bodies, controlled, in turn, by constitutional courts or their functional equivalents.


In  the case of societies in transition, however, complicated mechanisms aimed at co-ordinating the different understandings of law either do not exist, or work poorly. Tradition, “instrumental” law, and administrative power look like existing independently. Admittedly, there are zones where the three agree, either because of overlapping of their meanings or due to the establishment of effective procedures for  their co-ordination.


Types of social activity which belong to the co-ordinated zone can be divided into “white” (altogether permitted) and “black” (altogether prohibited), see Fig. 1.


Where the three understandings of law cannot be co-ordinated, however, a “grey zone” appears consisting of semi-legitimate social activities. This  zone, in its turn, can be subdivided into sub-fields, depending on what of the three understandings of law are in conflict there, and how. The degree of legitimacy characterising this or that type of activity is determined by what region of “grey zone” it belongs to. For example, in the former USSR, a considerable part of instructions and law regulations (quite often classified) contradicted the law in force, including the Constitution. However, in view of the completely uncontrollable  executive power (the only type of control which, to a degree, was possible was that exercised by Party organisations) and the inaccessibility of many regulations (on account of their secrecy), no legal counteraction against the administrative tyranny was actually possible. 


�


Fig. 1


The political program of Soviet dissidents included, as its main point, an attempt “to make the state power obey its own laws”, i.e. remove the “grey zone”, which had actually spread over most kinds of social activity.


Essentially, the policy that fosters growth of “grey zones” contributes to criminalisation of society since any activity pursued in a “grey zone” is permanently threatened - either by other members of society, “neighbours”, as in the case of the land reforms in Russia both in 1908-1913 and today; or by the administrative power, as in the case of  the dissident movement which was formally initiated to support the law in force; or by the guardians of law - in the cases when the law happens to be absolutely incompatible with an everyday social practice (e.g., transactions in foreign currency, which have become a common practice in Russia since 1991, formally being for years subject to criminal penalties). 


If a considerable part of social activity takes place in the “grey zone”, society members lose their idea of what crime is. One could hardly call crime either what is being committed on a mass scale (i.e. becomes the “way of life” for the majority of population), or what is in agreement with the law but contradicts some aspirations of the state power, or what is an everyday (though illegal) practice of the exertion of power. This situation triggers a self-protective, self-securing reaction on the part of those who are engaged in “grey zone” activities. Their common interests and common understanding of their own place in society initiate a trend towards their consolidation in order to provide their interests. As far as the consolidation within  the “grey zone” cannot be fully legitimate (even if it does not contradict the law in force, it nevertheless does not agree with traditions and aspirations of the power),  and its nature in the eyes of society will be, in a sense, “underground-” or “mafia-like”. 


Thereby the society as a whole gets increasingly  criminalised. This process seems inevitable in societies which experience a rapid transition from one type of social organisation to another. It is absolutely impossible to change the law, traditions, and behavioural stereotypes of administrative power simultaneously. Even if one manages to prepare in advance a large package of laws establishing a new social order and put them in force at once, and also replace the former administration altogether (e.g. by an occupation administration, which is  virtually unrealistic even in the case of a full-scale and long-term occupation of the  country), it is still impossible to change national traditions and political culture rapidly. 


Therefore, the emergence of a “grey zone” under rapid transition to a different type of social organisation is unavoidable, as well as a “criminalisation” of society during this period. As we shall see below, it is just these excesses of criminalisation in context of a sudden and radical transformation of political regime that brings to life what is usually called “revolutionary terror” or “dominance of the mafia”.


The liberalisation in West Germany and Japan in the 1940s and 1950s, instigated by the occupation authorities, went so smoothly and was not accompanied by serious criminalisation just because the change of the legislation and administration in those countries was radical and very swift, and also due to the fact that, to a certain degree, the traditions of market economy and parliamentary regime had already developed there previously (beginning from the second half of the 19th century). This was actually a collapse of the older legal practices, a shock approximation to the moral practices of the time.


The situation in Russia after the collapse of the USSR in 1991 turned out completely different. Neither legislation, nor constitution, nor administration yielded to a fast change. Besides, the moral practices of modern society were present to a very limited extent. An inflow of new “democratic” administrators caused more harm than brought profit; owing to lack of administrative experience, the intelligentsia that entered the power proved to be much farther from the standards of Weberian ‘rational bureaucracy’ than the bureaucracy of the Soviet period [9]. The particularism of bureaucracy has grown rather than decreased. The formation of  a normal (an ought-to-be) constitutional order has failed (despite the authorities’ claims, the Constitution of 1993, which is now in force, virtually establishes authoritarian rule without any effective mechanisms of democratic control over the executive power). Russia’s legal practices still remain rather contradictory; traditions of social life and national political culture both change very slowly; and the democratic tradition is still rather unstable in Russia. All this contributed to the development of the present-day situation characterised by substantial criminalisation of the political regime and the whole of society.


�
Chapter 2�Law, Crime, and Man in European Culture:�Theoretical Considerations


We should also remember about him who forgets whither the way leads.


Heraclite, fragment 71.


( 1. Social Arguments


On the threshold of the Modern Times, when traditional medieval society,  which believed religious dogmas to coincide with law, gradually fell into decay, there arose a need for a new legitimisation of power, by then already deprived of its special status of “God-givenness”. In Europe, this radical transformation of the  attitude toward temporal power came with the Reformation. Thus began the liberation of the individual from the power of traditional society. The question which was to be put to the “liberated” individual (and which was put indeed after a century of religious wars that demolished traditional forms of  the former elite’s domination) sounded as follows: on what grounds does the existing power act as such? What are the origins of its rights?


An answer was suggested by Thomas Hobbes in the following form: the only alternative to state power is anarchy, “war of all against all”, and to avoid this, citizens conclude “the social contract”, thereby resigning their sovereignty to state which thus gains absolute power [1]. Hence, the state law is a result of “the social contract”, and violation of law is a break of that contract which opens  way to anarchy. In Chapter 3 below I shall touch upon this problem in more detail. Here, it is significant that Hobbes actually suggested a new legitimisation of power institutions with, however, the exclusion of the problem of control over the exertion of power, and this led him to his rather monstrous conception of state as a certain “Leviathan” within which citizens have no “will of their own” independent of that of their “sovereign”. Being a justification of absolute monarchy, Hobbes’ theory however, contained one principal point suggestive of its possible anti-monarchist re-orientation: the very concept of the “social contract” as such, i.e. as a contract, implies a possibility of its cancellation, at least should the majority of citizens be not satisfied with it. This was an important implication of the very idea of establishing  power through a contract and not getting it from an external source  beyond any social control (like divine grace). This ontological shift could not go without result. In the next century, the problem of society’s control over the state became a topic of intensive discussion, and soon two main lines of thinking showed up which, for a couple of centuries ahead, determined the mood of debates about the relations between the state and society. 


The first line is that of Charles de Montesquieu; it may be called “institutionalist” [2]. Montesquieu recognised the need to somehow assure the “morality” of power and saw the necessary guarantees in the institutional separation of powers, presuming human nature not to be good enough to avert authorities from misbehaviour. It is only through mutual control of powers, i.e. through a properly adjusted procedural mechanism, through the law as a social construction that prosperity and security of citizens might be provided and state power might  be kept within reasonable “moral norms”. 


In other words, according to Montesquieu,  law is a rational construction established by society which is in permanent conflict of varying intensity with the power inevitably corrupted by personal interests of the powers-that-be. 


An alternative view was suggested by Jean Jacques Rousseau [3] who insisted on the existence of a certain “people’s will”, distinct from the wills of individual citizens and directly manifested in the “social contract”. Within this approach, political institutions of “res publica” and its law both become a type of  direct incarnation of “people’s will”, or “universal reason”, and acquire sacred nature, even though slightly different from that of the customary “religion of revelation” due to the supposedly universal character of  the dominant law and institutions.


Differences in judicial and penitentiary practices and in attitudes to human rights following from these two approaches are enormous. Montesquieu, who laid the basis of liberal thought, treated power institutions and the law as a result of society’s creative work, and also advanced the idea of crime as something relative: what was regarded as crime earlier may further cease to be crime; and what is permissible (acceptable) now may well become prohibited in the future. Thereby law was entirely separated from morals, and every punishment suggested a precise institutional mechanism of identifying the meaning of the deed committed and its evaluation from the viewpoint of the law. Moreover, no punishment was admitted without proper assurance of individual rights and full understanding that the law is not a dogma or an absolute but a social instrument which demands skillful (from the viewpoint of interests of both society and individual) application [4]. 


The line of thought initiated by Montesquieu was further developed by such thinkers as Voltaire� and Cesare Beccaria [5].


According to Beccaria, the number of crimes committed by private persons against each other is appreciably smaller than the number of crimes committed against them by the absolutist state, and the reason for this lies not in the corruption of judges but in the imperfection of the mechanism of court as a social institution. Thus not criminal will, but free will as such is suppressed by this state. The inference from this statement is rather simple: it is the coercive state power that needs coercive constraints.


The line of thought propounded by Rousseau, in contrast to the liberal tradition of Montesquieu and Beccaria, was essentially anti-institutionalist. Instead of an institutional mechanism designed to constrain the abuse of power, Rousseau  suggested a conception, according to which  the “people’s will” itself must maintain “reasonable order”  in society without resort to state institutions. This people’s will was thought of as the will of a “people’s convention” and, most importantly, was supposed to be implemented directly through mass actions. 


Consequently, violators of the established “reasonable order” were to be regarded as counteracting  the people’s will and, hence (following Rousseau’s logic) were to be punished directly by the will of the masses. It is exactly this conception of justice that was implemented during the Jacobean terror of 1793-94, but even earlier, from the very beginning of the French revolution, such view upon crime and justice had become dominant; to substantiate this, one can mention the September murders of 1792. 


The same conception of “revolutionary law” was realised in Russia after 1917, in Spain in 1934-39, and in many other revolutions of the 19th and 20th centuries.


Peculiar to the conception of law defended by Rousseau are recurrent excesses of execution resulting from lack of procedural guarantees of safety for the accused. The practice of revolutionary courts appears the same everywhere, from 1794 Paris to 1965 Beijing, and from 1917 Petrograd to 1937 Madrid: the indignation of the revolutionary masses implementing the “people’s will” is quite enough for convicting anyone, since “the people as a whole (=the nation) never makes mistakes” and the “people’s will” has a direct mystical access to the truth. 


Interestingly, up to the very end of the 18th century the problem of “rationality of a human deed” had never been even mentioned, to say nothing of its consideration in detail. In “the century of Reason” it was taken as self-evident that all human actions are completely controlled by human consciousness, and crimes result from either “wrong intent” (of course, quite rational) or “evil passions” (conscious as well). 


Numerous excesses of execution during the French revolution probably had a great impact on thinkers prone to inquire into the depths of human nature. The question arose of the very existence of such thing as “wrong intent”. If man  is rational, then what  is the rational basis of morals?


Creation of a legal system deprived of the idea of divine law and divine grace was hardly possible without finding proper answers to these vital questions. The central one could be paraphrased (as Fyodor Dostoyevsky actually did) as following: is it true that, if God does not exist, then everything is permissible? And what constrains the rational man’s actions if it can be neither divine law (discredited by  the Enlightenment’s rationalism) nor “people’s will” (discredited by revolutionary practice)?


Two entirely different answers were given to this question by the thinkers who determined the development of the most influential schools of the 19th century philosophy.


 Immanuel Kant made a monumental attempt to logically justify “moral law inside ourselves”, i.e.  the categorical imperative. According to Kant, “unmixed with the alien element of added empirical inducements, the pure thought of duty, and in general of  the moral law, has by way of reason alone (which first learns from this that by itself it is able to be practical as well as theoretical) an influence on the human heart so much more powerful than all the further impulsions capable of being called from the field of experience” [6]. Reason learnt the moral law as an a priori synthetic statement [7] which runs: “Act only on that maxim through which you can at the same time will it should become a universal law” [8]. Thus, morals defined with reference to the categorical imperative, is an a priori form of mind,  like space or time.


However, as it is easy to see, Kant implicitly presumed the primordial equality of social actors. Only in a society of those who are primordially equal does the categorical imperative work. Any a priori isolation of a group of privileged social actors immediately destroys the categorical imperative in relation to “non-privileged” actors. Below I shall discuss this extremely important point in the context of modern ethological studies. 


Such view on foundations of human behaviour made it possible for Kant to elaborate a theory of state penitentiary policy  based not on “external” principles of morals but simply taking punishment as a “mechanical” retribution to the criminal for violating the “inner imperative”, i.e. for lack of due self-control [9].


Therefore, according to Kant, the ideal pattern of human behaviour is a natural form, following from the fact that man lives in a community of equal citizens. It goes without saying that the formulation of such theory would not be possible unless social hierarchy were assumed  unnatural. 


Approximately at the same time, Jeremy Bentham suggested a completely different solution for the problem of rationality of behaviour. Bentham deduced his conception of the nature of human behaviour from the basic principle of utility. In other words, human behaviour is regulated not by logical forms of mind, as Kant put it, but by biological needs and social interests. As for the principle of utility, Bentham formulated it as follows: “Nature has placed mankind under the governance of two sovereign masters, pain and pleasure. It is for them alone to point out what we ought to do, as well as to determine what we shall do. On the one hand the standards of right and wrong, on the other the chain of causes and effects, are fastened to their throne <...> In words a man may pretend to abjure their empire, but in reality he will remain subject to it all the while. The principle of utility recognizes this subjection, and assumes it for the foundation of that system, the object of which is to rear the fabric of felicity by the hands of reason and of law” [10].


Bentham considered society  to be a mere sum of individuals, and social utility was likewise understood as a sum of individual utilities (=usefulnesses). According to him, “an action may be said to be conformable to the principle of utility, or, for shortness sake,  to utility (meaning with respect to the community at large), when the tendency it has to augment the happiness of the community  is greater than any it has to diminish it” [11].


Bentham’s views laid foundation for positive theories of state and law that  attribute the rationality of behaviour to external factors, which is quite unlike Kant’s explanation. Yet it is rationalism, too. 


Both these influential trends in philosophical thought of  the 19th century treated man as a rational being capable of controlling his or her own behaviour. 


Under such assumption, every crime is an issue of either malevolence or weakness of human will; but never can a crime be either irrationally committed or rationally justified.


In the middle of the 19th century, new thinkers came whose impact was felt   only after some time elapsed -  it was only on the edge of the 20th century that their influence became tangible, and closer to the middle of the century dominant. They rejected as unacceptable the very idea of rationality of human behaviour. 


In  perhaps its clearest form, this new anthropology was manifested in literary works of Fyodor Mikhaylovich Dostoyevsky. Most remarkable in this respect are his Letters from the Underworld - virtually not a story, as it is commonly believed, but rather a collection of philosophical essays, fully devoted to merciless criticism of utilitarianism and, broader, rationalism. Dostoyevsky was vigorously opposed to the idea of external predestination of human behaviour by whatever it might be, and defended the freedom of choice as the highest value opposing any form of expedience. Moreover, he ascribed an ontological dimension to freedom, thereby creating a new, existential context for philosophical discourse. Here, I would rather give the floor to Fyodor Mikhailovich himself, or more precisely, to his hero:  “Who was it  who first said, first propounded the theory that man does evil only because he is blind to his own interests, but if he were enlightened, if his eyes were opened to his real, his normal interests, he would at once cease to do evil, and become virtuous and noble for the reason that, being now enlightened and brought to understand what is best for him, he would discern his true advantage only in what is good (since it is a known thing that no man of set purpose acts against his own interests), and therefore would of necessity also do what is good? <...> What about the millions of facts which go to show that only too often man knowingly (that is to say, with a full comprehension of what is his true advantage) puts that advantage aside in favour of some other plan, and betakes himself to a road, to risks, to the unknown, to which no agent nor agency has compelled him, as though, unwilling to follow the appointed path, he preferred to essay a difficult and awkward road along which he must feel his way in darkness?” [12].


And below Dostoyevsky explicitly pointed to that primary “profit” that contradicted any “principle of utility” as well as any “categorical imperative”. 


“His own will, free and unfettered, his own untutored whims; his own fancies, sometimes amounting almost to a madness - here we have that superadded interest of interests which enters into no classification, which for ever consigns systems and theories to the devil.... What in particular has made these pundits imagine that man needs a normal, a virtuous will?  Why, what man most needs is an independent will - no matter what the cost of such independence of volition, nor what it may lead to” [13].


Naturally, anyone reading Letters from the Underworld should remember that this quotation is not Dostoyevsky’s own words but a cry of his “underworld man”. Dostoyevsky was a master of polyphonic discourse [14], and playing with masks, he made a profound analysis of the psychology of asocial marginal man. Later the results of this analysis were incorporated into more developed anthropological constructions  in  Devils, Crime and Punishment, and The Brothers Karamazov.  In fact, Dostoyevsky anticipated therein Michel Foucault and postmodernists (certainly, the influence of his ideas on French philosophy and sociology via Lev Shestov and Albert Camus should be also taken into account).


In The Brothers Karamazov , the pivotal problem is  the possibility of inner moral law. The novel as a whole is a refutation of Kant’s idea of the moral   autonomy of  man [15]. 


The tenor of the novel, “If there is no God, then everything is permissible”, is corroborated by the story of Ivan Karamazov and his “double” Smerdyakov,  both struck by the spirit of rationalism, the embodiment of Kant’s “antithesis”. Smerdyakov’s suicide and Ivan’s madness - such is the retribution for repudiating the irrationality of  human soul and revelation; and behind the stage, the  frightful “devil” keeps skipping as a permanent delusion of the two stepbrothers. 


The polyphony and masks are different here, but the main motives are already felt in Letters from the Underworld,  where fundamental rejection of rationalism in general, not merely utilitarianism, is manifest in the following lines:  “By the impossible I mean the stone wall I have spoken of. What stone wall, do you say? Why, the stone wall constituted of the laws of nature, of the deductions of learning, and of the science of mathematics <...> Good Lord!  What have I to do with the laws of nature, or with arithmetic, when all the time those laws and the formula that twice two makes four do not meet with my acceptance? Of course, I am not going to beat my head against a wall if I have not the requisite strength to do so;  yet I am not going to accept that wall merely because I have run up against it, I have no means to knock it down” [16].


Here the theme of rebellion appeared, so important for the later existentialist anthropology of Sartre and Camus.


 In Crime and Punishment, Dostoyevsky, having quitted his play with masks, directly pinpointed the dangers of rationalism and utilitarianism that incited the “Napoleon-like” plan of Raskol’nikov  and dragged him to the well-calculated murder he had been justifying in strict accordance with Bentham’s logic: the old woman was nasty, and her profession, usury, was unjust, while he, Raskol’nikov, was young and her money could help him to do many good things for the people.


In another novel of his, Devils, Dostoyevsky applied his anthropology of freedom to the analysis of overtly criminal activities of revolutionary terrorists and showed how the ideas of utilitarianism and “happiness for all”  may transform in the mind of an “underworld man”. Before the beginning of  the Russian revolution of 1917, it was hardly possible to find a literary text in Russia comparable to that of chapter Shigalevshchina in Devils in its depth and purely prophetic penetration into the future; in this chapter, Dostoyevsky described, on behalf of one of the terrorists, what would happen after a triumph of revolution in Russia. 


What is important for our discussion here is that Dostoyevsky demonstrated the destructive features of human nature, giving his account of  mankind   a specific anthropology of freedom. His own answer to the question he put to himself, that of how to contain the terrible consequences that the anthropology of freedom brings to humankind, consisted in an appeal to revive Christian values. 


Of course, during his life-time, Dostoyevsky’s role in European culture was rather modest. His influence on European philosophical and sociological thought revealed itself with a substantial delay, but the moral phenomena he investigated as a writer did not remain unnoticed. Dostoyevsky persistently linked the problem of human freedom to that of superior, inner morality, the foundations of which he saw in Christianity. To him,  crime was a point where these two problems met each other and clashed in a most severe conflict between morality and freedom. And ultimately, he estimated  society’s chances  to resolve this conflict on purely institutional grounds as zero. 


Even before Dostoyevsky, Arthur Schopenhauer suggested a fundamental reinterpretation of Kantian philosophy. He viewed the problem of human freedom from a new perspective which included giving an ontological status to irrational human will. But for the coming New Age, Schopenhauer’s irrationalism was not radical enough. After all, for Schopenhauer it is intuition that acts as the ultimate starting point of reasoning, whereas  philosophy  “appears a science in concepts, drawn from contemplative knowledge, the single source of  every evidence, a science manifested and fixed in concepts” [17].  Schopenhauer did not altogether reject  the idea of consciousness as the basis of human psyche, he just  denied  that mind and logic might be such a basis, inasmuch as they are a priori,  and hence bound up with  “idea”, forms.


The anthropology of Friedrich Nietzsche, in which unconscious impulses had been assumed essential components of human behaviour determining human attitude to the world, was thereby much more radical in its irrationalism. The reassessment of the values of Christian civilisation, appealed to by Nietzsche,  implied a return to the archaic world outlook (Weltanschauung) of Ancient Greece. This view, first claimed in The Birth of Tragedy from the Spirit of Music, was further elaborated in Beyond Good and Evil: “There are still harmless self-observers who believe that there are ‘immediate certantis”; for instance, ‘I think’ or as the  superstition of Schopenhauer put it, ‘I will’; as though knowledge here got hold of its object purely and nakedly as ‘the thing in itself’, without any falsification  on  the part of either the subject or the object <...> In place of the ‘immediate certainty, in which the people may believe in the case at hand,  the philosopher  thus finds a series of metaphysical questions presented to him, true searching questions of the intellect, to wit: ‘From where do I get the concept of  thinking? Why do I believe in cause and effect? What gives me the right to speak of an Ego, and even of any Ego as cause, and finally of an Ego as the cause of thought?..” Here the distinction  between  self-consciousness and thinking is already drawn quite clearly. But since it is not Ego, or not the whole of Ego, that is thinking, then who?  What does obsession with  the ‘Dionisian  spirit’ mean?” [18]. How close  these ideas were to archaic Greek religion is clear from the study by J.Harrison who demonstrated the role played in this religion by Keres, demons which supposedly swarmed in a human’s  environment, ready to “grasp” a human and draw him/her to illness, death, or crime [19]. 


The beginning of the 20th century witnessed a new surge of interest in rationality stimulated by a need to account for economic behaviour.  As early as the 19th century, since Adam Smith’s ideas became popular, economics had been dominated by the idea that by maximising their own interests, market participants eventually foster the overall welfare of society. With the advent of formal and mathematical models of economics, a new concept, namely that of social utility function, was introduced to account for the behaviour of an ‘economic human’, so that the rational actor model  was reinterpreted as the maximisation of the social utility function. 


Very soon, there followed certain efforts to extend this interpretation far beyond the limits of economic theories. In political science, the active promoter of such an extension was Anthony Downs [20], and in criminality studies, Gary Becker, who  most clearly expressed  his point of view on the nature of human behaviour:  


“... all human behavior can be viewed as involving participants who maximize their utility from a stable set of preferences and accumulate an optimal amount of information and other inputs in a variety of markets. If this argument is correct, the economic approach provides a unified framework for understanding behavior that has long been sought by and eluded Bentham, Comte, Marx and others”  [21].


So put  radically, the above statement looks dubious for two reasons. Since no gauge of the social utility function is so far available, the contention that a human’s behaviour ever maximises this function seems a sheer tautology and accounts for nothing.  However, it is common knowledge that there are also some types of human behaviour which can hardly be ascribed specific purposes (e.g. frustration [22]) and therefore, linguistically speaking,  can hardly be interpreted as rational. No better is Becker’s notion of “a stable set of preferences”. My point is that choice alternatives are not necessarily given from outside. A human is able to create new alternatives,  this being an essential component of human freedom.   Ignoring this fact has been severely criticised within theoretical economics itself (cf. F. Hayek’s  idea of market competition as a discovery process). This makes all the more dubious the disrespect for the human’s ability to create quite new alternatives outside economic theory. After all, even a crime may be a product of free work of somebody’s imagination, the topic that has been many times  exploited in detective stories.


Thus, to account for the relationships between principles of rational behaviour and crime, we are led to the necessity to invoke psychology. 


( 2. Rationality and New Psychology


The changes in philosophical views on rationality of mind necessitated a revision of basic paradigms in psychology. Virtually it was just then, in the second half of the 19th century, that psychology formed as a science. And one of its main findings which opened a new perspective on man was the propounding of the psychology of the unconscious by Sigmund Freud. For society it came as a shock  which might be compared to the formulation of the relativistic theory by Einstein. Naturally, viewing human psyche as including something inaccessible to us, something alien and acting independently of our will, inspired terror in the  “European” brought up in the Enlightenment traditions. To a certain degree this was a return  to different, much more archaic concepts of those days when man,  not so   confident of his mind,  admitted the existence of dark (evil) forces within himself acting regardless of reason and, moreover, inaccessible to human consciousness. (Cf. the above-mentioned ideas of F. Nietzsche and  J. Harrison’s works). 


The medieval judicial procedure was primarily based on a belief in the struggle between God and Devil within the human soul. The Inquisition was set for the  purpose of fighting against  the “penetration of dark forces” in the human mind. Heresy was believed to be not a result of deliberate choice (in this case it would have made no sense to “save one’s soul” by throwing one into fire) but a kind of deadly disease, penetration of a peculiar “contagious virus” which gave the heretic a specific power over those not infected. Hence an epidemic of judicial proceedings against witches (which, generally speaking, may be easily interpreted in Freudian terms). The rejection of such beliefs by the “Enlightenment man”, which resulted in the dissolution of the Inquisition and transformation of the judicial procedure (in particular, the condemnation of tortures as a means of inquiry), was praised in the “Age of Reason” as its greatest achievement. And then, in the end of  the 19th century, human rationality along with many other related values and social institutions were suddenly called in question. 


Initially Freud elaborated his theory as a positivistic enterprise. He regarded psychoanalysis as a kind of rigorous scientific psychology, based on verbal communication data and aimed at strictly positive ends - cure of neuroses. Therefore during the first period of his work theoretical considerations were apparently subdued. Freud’s approach was met with strong irritation by academic establishment, but awoke a warm response among the broad public. The necessity to set up his own school and popularise the doctrine made Freud change his attitude to relations between theory and medical practice. Theory gradually became more highlighted with him:  Freud was building a model of psyche which could not be verified positivistically but looked quite plausible and, first and foremost, suggested a new ontology of psychological phenomena. To attain this, Freud postulated three components of human psyche - Ego, Id, and Super-Ego - and ascribed certain traits of human personality to each of them. Thus Freud’s theory served as a basis for a new psychological mythology and led to constructs which go far beyond the limits of verifiability both in medical practice and psychological experiment.


We are not in the position here to go into detail of Freud’s theory [23]; therefore I confine myself to only those of his theses that are of direct relevance to our further analysis of the problems of crime, deviant behaviour, and alternative power in society. 


According to Freud, there are two components which jointly form the unconscious part of human psyche. Id is a storage of suppressed and displaced wishes, allegedly forgotten by the human but not deprived of their energy and permanently seeking to escape and reveal themselves. They are manifested in dreams, slips of the tongue, uncontrolled actions and, ultimately, in neuroses. Super-Ego is another unconscious component obtained by the human as a result of socialisation and interiorisation of ideal patterns of behaviour. It is Super-Ego that exercises internal censorship and prevents Id’s contents and impulses  from entering the human’s consciousness. 


Later, in the 20s, Freud further mythologised his doctrine and actually drifted from psychological ontology to anthropology. Namely, he suggested a picture of civilisation formation based on his theory. According to it, the unlimited power of the tribal father-patriarch played the main role in the development of Id. The father kept all his sons in fear and submission and possessed all women of the primitive tribe. It was this power that compelled the sons to replace the principle of pleasure (basic for Id) with the principle of reality (basic for Ego). A semi-successful revolt of the sons who killed the father led to the emergence of Super-Ego associated with their admittance of guilt. Although both Freud himself and most of his followers confessed that verification of the main statements of Freudian anthropology is presently beyond the limits of possibility, they nevertheless regarded this anthropological model as an extremely powerful heuristics justified by the practical effectiveness of psychoanalysis.


Freud postulated that several “personalities” coexist within one human being, and in this way he posed anew the question of a human’s responsibility for his/her actions. Indeed, can a human be wholly responsible to society for his/her actions incited by “Id”?  Judicial procedure and penalty, obviously, have to deal with “Ego”. At the same time, various moral and institutional limitations imposed on an individual by society, according to Freud’s theory, suppress  his/her “Id”, thus provoking this covert personality into antisocial impulses and actions that  in certain situations, perhaps, go out of “Ego”’s or “Super-Ego”’s control. And in that case, what about the individual’s social responsibility for whom “Id” is something like the “other personality”? Thus Freud’s theory relieves the individual of a part (sometimes, a rather considerable part) of responsibility for his/her actions, shifting it, in a sense, to society.  Evidently, this was the factor that, last but not least, made a stunning success of freudism.


If society took Freud’s theory seriously, it should considerably alter the existing criminal legislation and penitentiary practices, because to punish an individual  for an action of a force that he cannot control (i.e. “Id”) is hardly ever  fair, the same as punishing for illness can only mean doing an injustice.


Freud was the one who revised the earlier views on the nature of society and forces that constitute civilisation.


It should be noted that Freud always laid too much emphasis on the sexual aspect of human psyche and gave sexual feelings the priority in the formation both of Id and Super-Ego. As a matter of fact, through his theory of sublimation of unconscious sexual impulses in the form of culture Freud created a completely novel conception of how civilisation emerged. In the latest period of his work he regarded Eros and Thanatos, i.e. life power and aspiration to destruction, as two main factors having an impact on human consciousness and behaviour.


In view of all this, the “rationalisation” of mechanisms of society’s security against antisocial behaviour can also be considered as a threat to the mechanisms that constitute civilisation, and it seems here helpful to liken Freud’s views to the Leftist political thought, which, likewise, has perceived a forcible subversion of social order as a force constituting civilisation.


In the context of social and political experiences of  the 20th century, it is of great interest to compare Freud’s doctrine with that of Karl Marx. Despite his claims to rationality, Marx introduced a special kind of the unconscious into sociology, albeit completely different from the Freudian one. This was the collective unconscious in the form of  a “class interest”. From Marx’ viewpoint, this illusory “class interest” determines opinions and behaviour of people belonging to the same class while remaining hidden from them. Allegedly, a human does not understand that his beliefs are mere manifestations of the “class-bound” truth determined by the place of the social group he belongs to in the overall structure of social production. Interestingly enough, both doctrines, in spite of great differences in their prerequisites, led to a very important common conclusion, that of the repressive nature of civilisation. In the most obvious form, this conclusion manifested itself in the views of Frankfurt school of sociology and especially in Herbert Marcuse’s book Eros and Civilisation [24]. The “illusiveness of consciousness” proved to be a very powerful idea aimed at subversion of the existing social order, as well as an effective heuristics in the search for an “emancipatory alternative”. Within this approach, any power is a kind of an unfair dominance, and any law is nothing but violence, more or less camouflaged. This is a prerequisite for viewing a riot (not an uprising, but just a riot) as a basis for social action which creates an “emancipatory perspective” [25], and in this sense the interest in Marx, characteristic of such pillars of the leftist existentialism as Camus and Sartre, was by no means incidental. In the movement of the “New Lefts” in the 60s, Freud and Marx paradoxically amalgamated in a conceptual basis for  justification of social riot. 


It should be noted that under such an approach to anthropology, the very notion of crime loses its sense. Indeed, is a riot a “crime”? No, it is merely a legitimate human right to get free from the repression of civilisation, from “illusory truths” imposed by the class consciousness. 


The emergence of novel, irrationalist anthropology interestingly coincided with the emergence of totalitarian regimes whose judicial and repressive practices differed radically from liberal practices formed under the influence of rationalist ideas of the Enlightenment. Under totalitarian regimes, the political power strives for possessing the man’s unconscious through ideology and total control over human behaviour. 


And here the problem of the unconscious faces another phenomenon, first  studied by Karl Gustav Jung, namely the problem of symbol.


Incidentally, why do I deem it necessary to touch these highly abstract psychological problems in a book dealing with a rather specific issue of crime in societies in transition? The answer is that it is  through studying the anthropology of symbols that  I came most close to the central topic of my study - that of alternative power.  


What is meant here is, of course, not an institutionalised power, but a power of symbols. It was Jung who paid attention to this role of symbols in his studies on psychology of religion.  His ideas in a sense  completed the antirationalist revolution in European thought, which had been initiated by Dostoyevsky and Nietzsche, and, through reflection, returned it back to archaic ideas.  In contrast to late Freud, who saw the basis for the unconscious in a certain plot, to wit, considered the unconscious as generated by pragmatics (in its semiotic sense), and as a result of a certain structure of interpersonal relations, Jung derived this very structure from the semantics of “collective beliefs”, where a symbol acts as a factor giving a structure to society. Here is how Jung accounted for man’s fear of understanding his consciousness: “There might really be something behind the screen - one never knows - and thus people prefer “to take into account and to observe carefully” factors external to their consciousness. In most people there is a sort of primitive fear concerning the possible contents of the unconscious. Beyond all natural shyness, shame and tact, there is a secret “fear of the unknown” peril of the soul” ... We are never sure that a new idea will not seize either upon ourselves or upon our neighbors” [26]. That is, the fear of the unconscious is, according to Jung, a fear of the collective nature of the unconscious, a fear that after entering the unconscious a human no longer belongs to himself. 


Jung regards a symbol just as a content of this collective unconscious. But thereby symbols are endowed with great power to unite people, and manipulating symbols becomes an instrument of manipulating groups of people. Myth (as a symbol) transforms into political force, into an instrument: “...people crowd together and form a mob, then the dynamics of the collective men are set free - beasts or demons which lie dormant in every person till he is part of a mob. Man in the crowd is  unconsciously lowered to an inferior moral and intellectual level, to that  level which is always there, below the threshold of consciousness, ready to break forth as soon as  it  stimulated through the formation of a crowd...” [27]  “A gentle and reasonable being can be transformed into a maniac or a savage beast” [28].


It is interesting to note that approximately at the same time works by Ernest Cassirer appeared (in particular The Logic of Symbolic Forms and especially The Myth of the State) which dealt directly with the significance of the idea of myth for explanation of many phenomena in political and social reality peculiar to the middle of the 20th century [29].


So, we see that for many prominent thinkers the problems of the structure of human mind, rationality and the unconscious, by the middle of this century, turned to be problems of power, management and control over social movements. And yet another fact of human existence was also recognised as essential, namely that, biologically, man is an animal.


( 3. Ethology and deviant behaviour 


When considering non-reflected components of human behaviour, we have to address two major questions:


To what extent are these non-reflected components due to the human biology?       


To what extent are they collective by nature, i.e. determine the criteria of collective behaviour? 


 Answers to these questions are provided within the framework of human ethology, a rather recent branch of research. The ideas developed within this discipline have helped to find answers to several substantial issues concerning the nature of human aggressiveness and the structure of small groups’ behaviour under stress. This fact appears most valuable for crime studies, notably organised crime studies. Konrad Lorenz and Desmond Morris were the first who applied ethology, initially concerned mainly with social animals’ behaviour, to studying human behaviour [30].


Their chief assumption, made through projecting some results of animal behaviour studies upon human behaviour, was that man, just like animals, possesses certain inherited instincts, the structure of which determines human behaviour in a multitude of daily routine situations. Essentially, human instincts are very much the same as social animals’ instincts, so that many aspects of human hierarchical relations, search behaviour, intersexual relationships etc. may be described in terms of animal ethology.


 In the context of our main topic, the following issues seem particularly important:


To what extent can human aggression be described in ethological terms?


To what degree is deviant behaviour or aggression the result of an impact of specifically human social rules upon the biological component of human behaviour, developed under quite different conditions long before any civilisation?


To what extent can small groups of people, when under stress, exhibit a ‘simplified’ behaviour, a relapse into primitive animal behaviour? 


In his works, Konrad Lorenz demonstrated that intraspecific aggression fulfills several most important functions aimed at preserving the species (such as defence of the territory etc.) He also pointed out that aggression in the natural habitat is much less dangerous than in a confined  space under artificial conditions. He came to the conclusion that ”innate behaviour mechanisms can be thrown completely out of balance by small, apparently insignificant changes of enviromental conditions.” [31].


Desmond Morris used much sharper words to formulate the same idea, suggesting that human society be regarded as kind of ‘a human zoo’, with its technogenous environment as the major factor influencing human behaviour and leading to continuous retuning of natural instincts.


Ethologists gave much attention to different types of zoological communities seeing some of them as good metaphors suitable to account for certain behavioural structures in human communities.


Lorenz’ inferences from his studies of communities of rats appear particularly shocking in this respect:        


“There is a type of social organisation characterised by a form of aggression that we have not yet encountered: the collective aggression of one community against another. I will try to show how the misfunctioning of this social form of intraspecific aggression constitutes “evil” in the real sense of the word,  and how the kind of social order now to be  discussed represents a model in which we can see some of dangers threatening ourselves.” [32] 


Indeed, rats are ruthless in killing members of a strange clan. In this respect, their behaviour fairly resembls that of criminal groups fighting over a certain territory.  On the ethologists’ hypothesis, if a certain system of instincts governing the social behaviour of a group of animals has proved effective in preserving the species (although we may often be unable to understand the reason for this), the same system of instincts may well determine the structure of behaviour of some human communities.


In particular, D. Morris focused on the problem of discriminating between one’s kin and strangers in human communities [33]. The harmful effects produced by this kind of discriminating in hitherto carefree communities, can be observed when states collapse. As is increasingly clear, the present-day conflicts in Bosnia, Karabakh, Abkhazia, Chechnya, the Dniester region (Pridniestrovye) are basically ethological conflicts brought forth by identity crises.


Another ethological consideration that is quite indispensable for explaining aggression in small groups is the concept of “accumulation” of an instinct. When a certain type of instinctive behaviour, say natural aggressiveness, cannot find vent (remains suppressed) for a long time, it keeps accumulating, with its potential growing and actively searching for a situation in which to burst out. Thus, aggression is connected with search activity, another very important instinct.


Also, K. Lorenz pointed out that instincts form a rather complex system, sort of a “parliament” [34], which, in every particular case, takes a complicated decision about which instincts should be therein predominant and which subordinate. Thus, of great importance is the “ritualisation”  of a conflict, which in many cases helps alleviate intraspecific aggression.


However, our utmost concern here is natural hierarchical relations in biological communities. In the case of human communities, there is good reason to believe that their type of hierarchical relations was inherited from communities of primates and governed  by instinct rather than mind.


Then, power relations in small groups, especially under stress conditions, when purely cultural and ethical factors are relegated to the background, must be essentially determined by ethological factors. That is to say, hierarchies in small groups, under certain conditions, can be of a “non-human” character.


Such a viewpoint seems to bring about a substantial change in our notions of major social phenomena, and most importantly, of the phenomenon of power. If power is an instinct rather than a derivative of “human interests”, the problems of how to change and improve power institutions, limit the power, treat the  alternative power etc. should be viewed from a completely different perspective. As an instinct, power pertains to the sphere of the “unconscious”, but an ethological, and hence biological, phenomenon, when it relates to man, must be viewed as subject to control and limitation - not only moral, but also “ritual”, since an instinct can be virtually limited only by another instinct (just recall the accumulation and bursting out of instincts, as well as the “parliament of instincts”). Since it is hierarchies in small groups under stress that roughly determine human behaviour in organised criminal groups, the ethological problems appear particularly relevant to organised crime studies.


And finally, one more consideration concerning the “biology of consciousness”.


When pondering upon the roots of brutality of certain political regimes in the 20th century, Arthur Koestler suggested a rather unusual biological explanation for what is called “crimes against humanity”. In his opinion, an ethological explanation for pathological abnormalities in mass behaviour is somewhat deficient:


“No doubt Pavlov or Lorenz provided us with new insights into human nature - but only into those rather elementary, non-specific aspects of human nature which we share with dogs, rats or geese, while the specifically and exclusively human aspects which define the uniqueness of our species are left out of the picture” [ 35]. 


Koestler considered the human mind structure to be the main cause for unstable behaviour, the neocortex (a newer part of the brain) being sometimes unable to coordinate its activity with older parts of the brain [36].


In considering the notions of human nature and behaviour elaborated during the last century, we have to admit that the present-day ‘model of man’ differs a lot from the rationalistic models of the Enlightenment.


Meanwhile, the so called ‘humanitarian’ view on man,  underlying modern law theories, remains essentially the same rationalistic model, and in this point normative law and economic theories (and hence social projects for preventing and combating crime) still lag far behind the present-day psychological and anthropological understanding of man.


It is our intention below to show what change in views on the nature of crime, especially  organised crime in societies in transition, can be induced through examining modern psychological and anthropological theories.


�
Chapter 3�Collective Behaviour in “Grey Zones”


The Order of the Temple is a hard organisation, even if the actions of its shock troops are a mere bragging.


Umberto Eco. Foucault’s Pendulum.


( 1. Cooperation in “Grey Zones”


I would like to start this chapter with a somewhat strange question: why do people like reading about secret societies and mafia? For already three centuries, starting from the very beginning of the Modern Times, this has been one of the most popular narratives in European literature. Freemasons, Sicilian Mafia, secret criminal societies, Jesuits, Templars, and so on and so forth - they all became a never-ending source of literary plots for  the “mass” fiction of the Modern Times. 


Why did the earlier times never see anything of the sort? Of course, one can refer to the fact that previously there was no “mass literature” as such due to  the low level of literacy. However, “people’s books” that became popular in Germany as late as in the 16th century exploited other themes, such as Faust, Eulenspiegel, but never secret societies.


Europe saw the true enthusiasm for secret societies in the 17th century, with Jesuits, Rosicrucians, then Freemasons, Carbonari, revolutionaries of all kinds (socialists, anarchists, communists) and so on; the list may by continued to the present time. 


Espionage, conspiracies, ideological struggle - they all did exist long before, but, for somewhat reason, never were the facts of mass consciousness.


Our explanation is that a curiosity about “secret making of history” is a phenomenon intimately related to the transitional nature of society. Of course, in traditional society the power may be enigmatic and terrible, but not like a conspiratorial organisation is. The search for conspiracies and secret organisations, which became the fact of mass consciousness, presupposes a specific view on history, or, if you please, an understanding of history as something “made”, rationally designed in someone’s interests.


What is witnessed here is a collapse of the idea, inherent to traditional society, of natural, organic character of social structure, and a transition to a different, dualistic ontological belief in social changes as resulting from the struggle between the “good” and “evil”. The “evil”, naturally, cannot come out overtly and perforce acts in the underground and clandestinely.


In Europe, the first signs of such dualistic understanding appeared quite early, when heresies began to spread in the 12st century. However, the dualism of those days was characteristic of the world outlook of temporal and clerical authorities rather than of the masses. With the advent of the Modern Times, the situation changed; the dualism spread among the masses, which was evidenced by the emergence, beginning from the end of the 18th century, of revolutionary movements in France, Germany, Italy, Russia headed by conspiratorial organisations. 


It is our task here to understand how such view on history and social development could appear, and how it is related to criminalisation of society and growth of organised crime. 


Let us first recall vast “grey zones” which tend to develop under radical social transformations. Any social activity in a “grey zone” is deficient since it cannot be performed by a fully legitimate organisation. This deficit of legitimacy is due to either “illegal” or “socially unsanctioned” (in case they contradict tradition) nature of “grey zone” activities. Lack of legitimacy leads to the formation of communities which act not on a legal base but on the basis of a customary mutual understanding between the members of the community. Naturally, within a “grey zone”, the central problem of any meaningful social activity, that of supporting the “reliability of contract” [1], cannot be solved by the state power. Consequently, an “alternative power” emerges, and a “grey zone” becomes  kind of  an “invisible state”, situated in the same territory as the “visible” one but living in accordance with its own specific law.


The prerequisite for the formation of such “invisible” state is the resolution of the two above-mentioned principal problems:


How to assure the coherence of world models within a “grey zone” under the pressure from the “visible state”?


How to create a system which would provide for the conclusion and execution of contracts without resort to the  “visible state” institutions?


Now let us return to the question we put at the very beginning of the chapter, namely: what is the source of the widespread public interest in secret organisations shared by societies in transition? The answer seems to be quite simple:  society members somehow feel that secret organisations mean  something very real and very important for  society as a whole. This something  is both “genuine” and possessing a considerable explanatory power. 


Of course, I am very far from accepting the truth of various hypotheses about “conspiracies”, be they Islamist, Fascist, Communist, Zionist or whichever. What is important here is that when the public feeling is that of “witch-hunting” and expecting whatever conspiracies, it is much easier to organize a true conspiracy than in a normal and sound social atmosphere.  


In dualistic ontology, any action can be considered as an undertaking of “secret forces of evil”. This view, on the one hand, favours the consolidation of “forces of good” (naturally, also secret, so as to remain hidden from the all-penetrating eye of “evil”). On the other hand, it also pushes those who, on more or less grounds, can consider themselves as representatives of “forces of evil” in the eyes of society, to the real consolidation. What the personal views of an alleged “evil representative” are makes no difference here. In many cases, this state of affairs provokes the effect of “self-fulfilled prophecy” which is very dangerous for the integrity and prosperity of society.


We see that the existence of “grey zones” is an excellent nutrient medium for various dualistic concepts, due to the fact that the two above-mentioned problems are very topical for anyone who acts in those zones. To recall, first: how to reach the “silent understanding” among the members of a secret group, i.e. how to distinguish “us” from “them” without  a direct articulation of the relevant interests and objectives? And second: how to guarantee the execution of the concluded contracts? Let us consider these two pivotal problems in more detail.


What are the possible ways to secure  a compatibility of views of various people acting in a “grey zone”? How can they recognize each other and know who is reliable and who is not? These are the most important prerequisites for cooperation when external supportive mechanisms are lacking. “Silent cooperation” is a rather complicated thing, and before studying this problem as it stands in society, it would be reasonable to consider some model cases.


( 2. “Prisoner’s Dilemma”


The most famous of such cases is the situation known as the “Prisoner’s Dilemma”. The literature dealing with it is enormous [2], and here I shall mention only the main statements  of the relevant theory.


Consider the following situation. Two prisoners who have committed a crime together are currently unable to communicate with each other and are engaged, separately, in negotiations with the prosecutor who offers them the following deal. If one of them confesses while the other does not, the one who confesses will be sentenced to a minimum possible penalty (say, one year’s imprisonment), and the other to a maximum one (say, eight years). If both refuse to confess, both will be accused for illegally carrying  guns and sentenced to two years. And if both confess, both will be sentenced to five years’ imprisonment. 


Two strategies are possible for each prisoner, cooperation or defection. Cooperative strategy is unstable, because one who defects makes substantial gains only if the other remains coperative. What is stable is the strategy of defection, but it provides only “the assured loss”, albeit on not the worst conditions. 


The “Prisoner’s Dilemma” game has got so much attention because the situation I have just described challenges the theory of rational choice. In the case of the “Prisoner’s Dilemma” no rational strategy exist; and the dilemma models a great variety of real social situations. The “Prisoner’s Dilemma” situtaion was especially often referred to in the theory of international conflicts, particularly, as a model of a conflict between nuclear powers.


One can easily see that the “Prisoner’s Dilemma” is meant to describe the situation in which not only contracts are not secured, but there is even a bonus for  their violation. In a sense, a collective in which every two members interact under the “Prisoner’s Dilemma” game matrix is Hobbes’ anarchic society. 


The question is, how a cooperation can evolve within such a community? What Hobbes suggested was the simplest solution, namely, it was a social metacontract that would create a subject vested  with the power to guarantee the contracts between members of society. In many cases, however (say, in relations between sovereign nations), no such subject exists (which, incidentally,  explains why the analysis of the “Prisoner’s Dilemma” game was so popular among the students of international relations), and therefore a question arises: how to explain the phenomenon of cooperation in the absence of an external force that would compel members of society to execute contracts?


This question is of great importance for the explanation of individual and collective behaviour in “grey zones”. It is not incidental that the situation was called just the “Prisoner’s Dilemma”. The social metacontract is not operative in a “grey zone”, and participants of social interaction therein are in the position of members of Hobbes’ anarchic society. That is why for the description of human behaviour in “grey zones” the dilemma is not less (and perhaps even more) important than for a theory of international relations. The Dilemma game has been studied for forty years already, with a number of interesting results obtained; let us now turn to their consideration.


A radical breakthrough in understanding the problem was made by Thomas Schelling [3] who was first to draw attention to the fact that no effective analysis of the dilemma is possible without reference to the idea of reflection. A “penetration” into the consciousness of the other, with an ability to model potential actions and reasoning of the partner (in the absence of any information exchange) - this is just the way to rationalize the situation.


One of the most interesting sections in Schelling’s book deals with the so called “tacit bargaining”, i.e. a way to interact with the partner when conventional (verbal) communication channels do not exist. This kind of information exchange may be implemented, for example, as a restraint from using certain obvious ways of conflict escalation, or as unilateral cooperative actions undertaken pending the same kind of actions on the part of the partner. Essentially, “tacit bargaining” may be thought of as negotiations through an exchange of actions. 


But what, according to Schelling, makes “tacit bargaining” possible? He starts his reasoning from an analysis of cases of “concerted decision” in the absence of any information exchange. Consider, for instance, a situation of two paratroopers who have been dropped in a certain locality, lost each other, and want to meet together. Each of them has a local map which shows many roads, crossroads, and buildings, and there is also a river and  only one bridge across it. Then, the following line of reasoning seems plausible. Each paratrooper knows that his partner has a map. Each of them understands that if he waits for his partner, for instance, at a crossroads, his chances to meet the other are low, because crossroads are many, and it is not clear which of them can be chosen as the meeting place. If, however, the bridge is chosen, the chances increase radically, because there is only one bridge, and the partner, supposedly, is able to reproduce the same reasoning and choose the marked object, i.e. the bridge, as the meeting place. By simulating the reasoning of each other, the paratroopers come to the concerted decision in the absence of any communication channel. 


However, such unequivocal concerted decision is possible only if there is only one obviously marked object on the map (Schelling called the marked objects “focal points”) . If “focal points” were many, making the concerted decision would have been more difficult. 


The analysis of cases of the above-mentioned type witnesses for a possibility of effective communication between partners which have no direct contacts and have to rely exclusively on reflective reasoning: “I think that he thinks that I think ...” etc. 


This idea gave rise to the theory of reflective games [4] which differs considerably from the games studied by the mathematical game theory suggested by John von Neumann. For the latter, the main task is the optimisation of players’ behaviour, while the theory of reflective games is concentrated not on qualitative assessment of alternatives and maximizing payoffs, but on the structure of mutual reflection of participants of the conflict and their decision-making principles.


From a slightly different stance, the problem of the evolution of cooperation in a dilemma situation has been explored by Robert Axelrod [5]. He noted that the rationality of analysis may be reestablished in case the “Prisoner’s Dilemma” is played by the same partners iteratively. In this case, the partner can  not only be investigated but also educated. Axelrod suggested the existence of a number of general strategic principles which make such education possible, and has shown, in a “tournament” of computer programs playing the iterative dilemma game under different strategies, that the best one is a seemingly simplistic TIT FOR TAT strategy which starts with a cooperative move, with further reiterating every previous move of the partner.


The most important of Axelrod’s findings, however, is that in a situation of collective interaction, the so called collectively stable strategies can be identified. Collectively stable are those strategies, by following which a collective maintains stability against individual  strategic “mutation”. Only the strategy which is collectively stable can support itself for a long enough time [6]. 


To understand the importance of a collective strategy for the iterative dilemma game, the so called discount parameter should be taken into account. This parameter determines to what degree the gain obtained in the second iteration is less important than the gain obtained in the first iteration. The discount parameter is significant if there is a probability, having played with a partner once, never meet him again. If the discount is small, i.e. if the probability to meet the same partner in the second iteration is high, then  optimal strategy  is dependent from strategies of other participants of the game. In other words, the game is essentially collective, and in such game individual objectives cannot be achieved without proper account of objectives and interests of the others. It is this fundamental collectivity introduced by the iterative play of  the “Prisoner’s Dilemma” game that is the main inference from such a simple model.


Another important conclusion reached by Axelrod is that the TIT FOR TAT strategy is not only collectively stable, but also the most effective in spite of its simplicity. This was proved by both the tournament of computer programs and theoretical considerations. 


Here I would like to pay attention to another aspect of collective behaviour of those playing the iterative “Prisoner’s Dilemma” game. 


Axelrod’s model can be modified by making it closer to a model of society [7]. Let us suppose that players can move (this ability can be represented graphically on a computer display), and the direction of their movement depends on their neighbours’ strategy. Each player tries to move away from “non-cooperative” neighbours and is attracted to the cooperative ones. 


In addition, each player has inner structure: both cooperative and confict states have memory. The weight of every state, cooperative or conflict, increases in case of a gain and decreases in case of a loss. 


There is also a probability of a random change in state, but this probability significantly differs from zero only if the weight of the state is close to zero. 


Such model reproduces some essential features of a social collective playing the “Prisoner’s Dilemma” game. It also makes possible to construct a “phase diagram” of this collective as a system, i.e. to see on what parameters the general state of this system depends. The general state may be characterised by:


stable clusters of cooperative players;


one or several clusters of cooperative players plus a “chaos” of non-cooperative ones; 


a “chaos” of non-cooperative players.


It is interesting to investigate how these three general states are distributed in relation to the system’s parameters. Numerous computer experiments [8] have revealed an interesting fact: although the system has many parameters (numerical values of the game matrix, density, initial conditions), it is only initial conditions that are significant under the given structure of  the game matrix (the “Prisoner’s Dilemma” matrix), namely, the ratio of conflict states of players to the cooperative ones in the first iteration. If the value of this parameter is more than, approximately,  0.3, the system transforms into a non-cooperative chaos; if it is less than 0.2, one or several cooperative clusters emerge; and if the value is between 0.2 and 0.3, one or several cooperative clusters are complemented with a non-cooperative chaos. 


This is a very important finding. It means that the structure of a community, the members of which interact according to the “Prisoner’s Dilemma” principles, is virtually determined by the initial conditions, i.e. by the percent of members prone to cooperative behaviour.


The analysis of the structure of players interacting in accordance with the dilemma rules, is highly topical for understanding the collective behaviour in “grey zones”. As I have stated above, the “Prisoner’s Dilemma” is a fairly good model of interaction in a “grey zone”. An illegal or non-legitimate character of “grey zone” activities explains why defection therein yields larger gains than cooperation, but only if defection is unilateral. 


Conclusions drawn from the models of the collective dilemma game are rather significant, and we shall see below how they are translated into practice. The main conclusions are the following. To create an effectively functioning community in a “grey zone”, an elaboration of a certain “culture” is necessary, which includes norms of behaviour capable to assure execution of contracts without resort to external force. This culture can well be a prototype of a collectively stable game strategy, and among such strategies the TIT FOR TAT one is the most effective. It is also necessary to reduce the initial non-cooperativeness of the community to the lowest possible level ( of not more that 20% of the participants).


The question arises here: how to translate these model considerations into the real-world conditions necessary to turn a group of people in the “grey zone” into an effectively functioning community? 


It is obvious that the elaboration of common stereotypes of behaviour or “cognitive coherence” can result either from long-lasting history of previous communication, or from belonging to a group which from the very beginning has a minority status and is consolidated by either the common origin or  language.


Thus, now I can formulate three basic prerequisites which contribute to  the consolidation of “mafia-type” communities in a “grey zone”:


long history of cohabitation (territorial groups);


long history of collaboration (corruption in institutions);


common origin and/or common language (ethnic groups).


If any of these three conditions is met, then the elaboration of a collectively stable strategy within the community is more plausible than in the case of the community being formed from entirely heterogenous elements. Moreover, heterogeneity would probably lead to the emergence of concurrent groups with high internal standards of cooperation and strong disposition to external conflict.   


( 3. Organisations vs. Movements


The “collective dilemma” model entails a number of important questions, which, however, have been discussed in theoretical economics rather than in sociology (nor in sociology of crime). The first scholar who put them seriously (in discussing the rationality of morals) was F. von Hayek [9]. What makes people, he asked, observe those rules of behaviour which presuppose the existence of “extended order” in the cases when following these rules does not lead directly to the satisfaction of personal needs and, consequently, cannot be “rationally justified”? 


Studies of the “collective dilemma” suggest a rather obvious answer to this question; however, it sounds a bit shocking. The point is that in the case of the “collective dilemma” game an individual goal-setting makes no sense. 


The traditional “Goal - Action - Result” chain, underlying rational behaviour, does not work anymore. Goals can be achieved only through concerted collective actions. When there is no external coercion and the level of communication is low (which are the common conditions in a “grey zone”), it is only reflection that can compensate for these conditions. 


Operations conducted under the “collective dilemma” conditions are fundamentally reflective and collective. Roughly speaking, rationality in this case is defined not in the terms of consciousness and activity of an individual actor but in the terms of collective activity of a community. Observing the rules of behaviour has to become a goal in itself; hence, the character of rationality changes, and the situation  gets closer to the phenomenon, described by Hayek, of the development of “extended order” through observation of rules of morals for no visible purpose [10]. A paradox comes into being: the “collective dilemma” in particular and the “grey zone” phenomenon in general favour the development of the culture of stable collective behaviour not based on external coercion. The structure of human activity is seen thus in a new perspective; the rationality becomes collective instead of individual, changing thereby its nature. 


There is still another question that has not been made clear enough in our discussion: how is the “cognitive coherence”, necessary for elaboration of collective rationality, obtained? The answer to this question is also quite unexpected. To give it, we should consider the difference between organisations and movements.


The main distinctive feature of an organisation is the existence of formal membership and administrative structure. Owing to this, an organisation may be regarded as a performer of social action: it has objectives, planning instruments,  controlled resources [11]. Neither of these is characteristic of a social movement: neither membership, nor rigid structure of management (virtually, there is nothing therein to manage), nor instruments for planning and execution of actions, nor strictly defined and controlled resources.


What consolidates a movement is, first of all,  the common world outlook and shared structure of values, the latter being perhaps of greater importance than the former [12].


Why is the question of difference between organisations and movements so important for our topic? First of all, because no organisations which are both legitimate and functional can exist in “grey zones”. What may exist is either really functional (i.e. compatible with the political culture) but illegal organisations, e.g. various “mafias”, secret societies, etc., or legal but non-functional (fantom) organisations - if their principles contradict the political culture of the society.


In this (“grey zone”) mode of activity the discrimination between “us” and “them” is extremely important; otherwise no effective activity can be ever possible [13]. Conditions under which one may be identified with “us” (and, hence, admitted to relevant information and real activities) include, first and foremost, a certain mentality, which must be further supported by special markers, i.e., usually, shared values. For creating an organisation destined to act in a “grey zone”, a nutrient medium is necessary which consists of people who have “correlated” world outlooks and shared criteria of evaluation. But this is just what a movement is. However, for consolidating a movement, a certain “pre-organisation” must also exist, a kind of social network within which people trust each other and exchange their views on life, and where the plans of organised activity can be born. In short, it should be a network of people ready to help each other.


As a rule, this social network is very well protected against outsiders’ eyes. Not only the opinions and views circulating within the network do not come out (one should belong to “us” to have a chance to listen to them), but even the very contacts within the network usually remain absolutely invisible, not because they are maintained clandestinely but because it is not possible to understand from the outside which of the numerous contacts between people are in fact “network” contacts. 


The network gradually becomes overgrown with a periphery and thereby forms a hierarchy: those who are admitted to the very center of communication; those who are admitted to the discussion of marginal issues; those who merely got acquainted with some ideas; and, last, those who are simply needed for achieving this or that end and are just involved into a movement, often having no idea in what kind of activity they are engaged [14]. 


Such structure, characteristic of varous kinds of “mafias”, secret political societies, intelligence services, is almost an exclusive peculiarity of “grey zones”, be it in economics, politics, religion or elsewhere. 


Such hierarchical network, usually called “a movement” and having no control or planning bodies of its own, can be utilised by both other organisations and individuals for mobilizing social resources or taking this or that action -  however, not by order but as if on its own. A group which actually manipulates a movement acts as an instigator rather than a leader. Actions through which such hierarchical social networks are managed resemble diversions with the use of an external accumulated potential.  Likewise, to destroy a dam, it may be enough to make a little hole in it; as a result, a whole city may be wiped off the face of the earth. 


We hypothesize that hierarchical social networks in “grey zones” play a special role in the formation of collectively stable strategies, since, for instance, in playing the dilemma game it is necessary to somehow coordinate first moves of the participants; and only then, after the participants make sure that cooperation is possible, the culture of cooperative behaviour evolves.


It seems to us that in previous studies of revolutions and societies in transition the phenomenon desribed above got too little attention [15]. In a sense, there was a prejudice against referring to it: it was not deemed acceptable to explain  historical events in terms of “conspiracy theories”. However, it is not conspiracies that is the essence of the matter here. What is important is that in “grey zones”  a natural process of self-organisation ought to evolve, and does evolve. This process does not necessarily look fair; quite on the contrary, very often this sphere is full of all kinds of provocations, treachery, and meanness.


Of course, such development disgusts “civilised societies”. However, the only way to scale them down (if it proves impossible to evade them entirely) is to reduce “grey zones” as strong as possible and minimize the distance between the law and social practice. And since social practice is a rather conservative phenomenon, in any case more conservative than legislation,  society in transition must be very cautious in adopting a new legislation. Otherwise too radical moves to its renovation, contradicting the established and deeply rooted political culture, may stimulate the growth of “grey zones” and emergence of “mafias”�.  


�
Chapter 4�Three Colours of Revolution


Only those cistrons managed to escape the merciless pressure of natural selection which had happened to be in excess and, owing to this, accumulated the earlier forbidden mutations.


S.Ohno. Genetic mechanisms� of evolution [the last phrase� of the preface]


( 1. Social Institutes and Moral Practices


A change in the legal practices in the period of transition creates in society a peculiar situation. Judging from the assumption of the rationality of human behaviour, one would expect people to change their behaviour instantaneously and with no inertia in order to adapt it to the altered legislation. In reality, it is not the case. Political culture is a fairly conservative matter. While older values can be sometimes replaced rather fast through massive brain-washing; operational practices and social ontology cannot be altered so rapidly; the time period it takes is not less than that necessary for a generation replacement [1]. The human mind is not a computer which will perform differently once a new programme is run (and even in this case, as any computer expert knows, the new programme must be compatible with the already installed software and the structure and specifications of hardware). Regretfully, the above-mentioned factors are not taken into account by those reformers who try to transform society instantaneously, in a “shock” mode. The price of this policy is an unbelievable derangement of legal practices during the  period of transition. This leads to utter legal indeterminacy, under which  neither judicial system nor arbitration can operate successfully since it is hard to rely on common sense only. A situation emerges which deserves a special analysis:  what is necessary is, so to say, a legal typology of revolutions, and this typology must be based on realistic models of human thinking and behaviour. The construction of such typology presupposes an in-depth investigation of the activities of social institutions from a cognitive stance. 


In recent decades, such an approach to social institutions’ functioning has been elaborated by Herbert Simon [2]. His central idea is that a social institution is not merely a system of rules regulating interaction between people, but a system supported by a specific collective resource, to wit, the knowledge of interacting people which ought to be formed and ordered in a particular way; only this makes following the formal rules possible. But the formation of knowledge structures and putting them in order (i.e. education) is a long process which needs not only time, but also considerable material and financial resources. To put it another way, the structure of social institutions cannot be changed without very substantial investments into the retraining and re-education of members of society. And this usually takes years and decades, by no means days or weeks. 


Such view on social transformations makes it possible to suggest a cognitive typology of social revolutions based on relations between formally established “rules of social game” and cognitive resources that support these rules, namely, knowledge structures constituting the “culture” of a society. As a matter of fact, this is a typology of relations between the state and society, since the establishment of formal rules is a prerogative exercised by the state, while the supportive cognitive resource is controlled by society.


Let us consider now some historical cases demonstrating transformation of relations between moral practices, administrative establishments, and legislation. F. von Hayek’s hypothesis about the difference between moral practices, on the one hand, and rational phenomena, both “natural” and “artificial”, on the other [3], is of great importance here, since its corollary is an impossibility to “construct” morals according to a prefabricated plan. Yet, history witnessed numerous attempts of this kind. 


Frankly speaking, I cannot fully agree with Hayek. In some cases, under strong social pressure exerted by the state, artificially constructed moral practices can be inculcated, and even rather successfully; an impressive example is the creation of Homo Sovieticus in the USSR (a phenomenon brightly depicted by Alexandre Zinovyev [4]). At the same time, however, Hayek’s claim suggests a framework for understanding social processes typical for societies in transition. The fact is that under “natural” conditions, i.e. in the absence of specific ideological pressure supported by the repressive power machinery, moral practices do “grow on their own” and eventually change collective stereotypes of behaviour, by way of a natural selection akin to that described by R. Axelrod. 


Attempts to urge this process through a deliberate designing of new moral practices or borrowing them from “advanced” societies are possible, but their realisation turns a socially painful operation often ending in failure. In this case a return to well-known and long-established moral practices wipes off the legislation and institutions that have been brought in to support “artificial” moral practices, and this may turn out a real tragedy not only for individuals but even for social groups. 


The understanding of social development outlined above allows us to typologize revolutionary transformations of society. It is important to emphasize here that specific time periods needed for implantation of, respectively, laws, administrative establishments, and moral practices are different. A law can be drafted and enforced in a couple of days; a formation of stable, operative administrative establishments is a matter of years and sometimes decades; and a creation of moral practices presupposes a replacement of at least one or more generations.


( 2. “Pink” Revolution


The emergence of the main institutions of modern society in Northern Europe in the late 16th - early 17th centuries seems almost a miracle. In the Netherlands that had just liberated itself from the dominance of Spain, in a very short time a style of life was invented that very soon spread to some other countries (Great Britain, Sweden, Denmark) and then became the foundation of what would be later called “modern society” [5]. That style was characterised by religious tolerance (particularly astonishing in the epoch of religious wars), rapid development of science and technology, blossoming of new financial institutions (trading companies, banks, exchanges), strengthening of already existing representative bodies of power and extension of their functions, creation of independent court.


Here, I deem it out of place to analyze the evolution of all those social institutions in detail. It should be noted, however, that their emergence had been preceded by a long historical development of moral practices indispensable for their development, among them the habit of conducting one’s business honestly, the aspiration for accumulation of capital, the recognition of the equality of civil rights within rather broad social strata, etc. - in sum, what Max Weber in his famous work called “Protestant ethics”. It was the centuries-long development of this kind of ethics in Northern Europe that gradually paved the way for a “creeping revolution” in the above-mentioned sense. Nevertheless, in England such development resulted in a conflict between society and the royal power; but there, it did not turn out a too severe shock for society as a whole since it left the pivotal elements of the pre-revolutionary social structure more or less intact for a considerable period of time; and later on, the functions of the principal power institutions were eventually adapted to the changes in social structure. In Sweden and Denmark, the tempo of transformations was slower, and they were not accompanied by dramatic conflicts.  


A social transformation of this kind, absolutely revolutionary in its base but passing without violence nor mass terror, as well as without destruction of older social institutions, may be called “pink revolution”. In the framework of “pink revolutions”, the evolution of novel moral practices gives grounds for a creation of new social institutions and profound inner transformation of the older ones; and the institutional transformations, in their turn, secure the application of evolving moral practices. 


A natural question to be put here is, why “pink revolution” is so rare a phenomenon in the human history? What specific conditions made it possible for novel moral practices not only to become firmly established but also to provide a cognitive basis for social institutions of a completely novel type? 


Why no development of this kind was evidenced in such prosperous medieval civilisations as China, Islamic world, or Byzantium? Why even in Europe, at the turn of the 18th century, was the borderline between the rapidly progressing Protestant societies and stagnating Catholic Europe so apparent, in spite of all the impressive cultural achievements of the Renaissance in Italy?


In France, Italy, Spain, Germany the transition to modern society was made through bloody revolutions that had grave consequences for the social and economic development. Those were the revolutions marked by the extermination of considerable groups of population, expropriation of their property, and radical change in the forms of government. Northern European countries evaded all these perturbations and went through their “pink revolutions” even without a change in the forms of government; the Netherlands, Great Britain, Sweden, Denmark managed to preserve themselves as constitutional monarchies. In those countries, although they experienced periods of depression and economic troubles, neither outbursts of crime nor total pauperisation were observed. 


From the viewpoint suggested in the present work, this fundamental difference between Northern European “pink revolution” and the modernisation in the majority of world nations can be explained by the fact that in Northern Europe, the following requirements for a painless steady development were met:


1. The principle of morals’ anticipation:


The evolution of moral practices that lead to collectively stable (in R.Axelrod’s sense) forms of behaviour must precede the administrative and legislative regulation of new forms of human activities. 


2. The principle of institutions’ anticipation:


The formation of new social institutions and administrative establishments must precede the adoption of national legislation. 


3. The principle of independence of civil society:


The political power should not obstruct the formation of new moral practices in inner life of independent institutions and organisations inasmuch as these practices do not hamper the performance of the power’s main functions, which include ensuring national security, order, and civil rights [6]. 


Of these three principles, the third is most important. It is this principle that, once satisfied, allows new moral practices to mature, slowly but without obstruction, in organisations whose internal structure is beyond direct control from the power or ideological institutions. 


In those societies where ideological and political control over independent social actors is limited, the conditions for the creation of new moral practices are much more favourable than in societies that exert strict control over the internal structure of social actors. When the control is loosened, an opportunity arises for a competition and evolutionary selection of moral practices.


The above principles have an interesting biological parallel. One of the central questions of evolutionary genetics is: what makes changes in an organism’s genetic code possible? There is a serious theoretical difficulty here. The problem is that genes are discrete units. The structure of an organism is determined by functioning of the genetic mechanism of heredity. An internal discordance or sudden break in genome functioning, say, a sudden replacement of some genes, would probably lead to irrecoverable anomalies (as in the case of  a radiation strike). Is it ever possible to replace functional structures of an organism, currently engaged in performing this or that task, without fatal consequences? Such a possibility seems very dubious. In its clearest form, this problem may be formulated as follows: is it possible to replace a running car’s wheel? The answer is obvious enough. However, significant changes can be made in (currently) non-functioning elements of the construction. It is just what a Japanese biologist Susumu Ohno [7] suggested as an explanation for the mechanisms of genetic evolution. He hypothesised that changes occur in blocked duplicates of genes.


This idea, I think, has a broader scope and goes far beyond purely biological issues. Indeed, functionally loaded elements of a construction, be it biological, social, or mechanical, cannot be replaced while operating. To replace anything in an operating construction, one must first prepare a duplicate, or functional substitute, for an element which is to undergo a change, then make the change in this duplicate, and only then transfer the functional load on the latter.


The basic principle of evolution, systematically ignored by reformers of all kinds, runs: it is only functionally unloaded elements of a construction that can  be changed. Otherwise the whole construction would get under threat of serious troubles.


It is this “functional unloadedness” constraint that underlay the evolution of parliamentarism in countries of Northern Europe. The representative institutions, which had existed there as early as the Dark Ages, were not completely destroyed after centralised monarchies were formed. Their functions were gradually developing with the development of moral practices, eventually expanding and intercepting some functions of monarchy. And monarchy, being ultimately preserved as an important social institute symbolizing the unity of nation, has been ousted from political life. Thus the evolution has passed without shocks [8]. This scheme may be also applied to the difference between styles of reforming in Russia, where after 1991 some functionally loaded elements of economic system have been affected (with catastrophic results), and in China and Vietnam, where the parallel economy has been built which now progressively intercepts functions of the centralised system of socialist enterprises. 


The principal meaning of this approach is that in the process of reforming there is enough time for the creation of new moral practices within a parallel (and initially not so much loaded) sector of private economy, which later intercepts basic economic functions in the competition with the older sector to be scrapped. And this development follows the line of “pink revolution”,  going without catastrophes.


Such were the conditions that formed in the Netherlands during their war with Spain in the late 16th - early 17th centuries. The Netherlands had been a rather loose confederation of small states, having the common purpose - to secure independence of the confederation as a whole; but with rather limited control of the central government over the members of confederation. More or less the same was the situation in Switzerland, where the existence of confederation was justified by foreign threat, the central power was limited, and cantons fervently safeguarded their rights. The confederate structure determined the character of moral practices of the exertion of power at the state level, and, once admitted at the state level, new morals spread to the depths of civil society. Tolerance to others’ opinions and world views, readiness to solve problems peacefully in case of conflicts of interests, the practice of cooperation under divergence of opinions - all these eventually  became (of course, not without certain excesses) the  foundation of public morals.  


It is worth noting that the fundamental institutions of modern society (parliament, independent court, university and banking system) that so radically differentiate it from traditional societies are in a very important sense based on dialogue - exchange of opinions, competition of views, negotiations. This orientation to dialogue draws a dividing line between modern society and authoritarian traditionalism. 


Disputes about moral practices are slow in evolving. This process takes generations. In addition, favouring the vitality of such institutions as parliament or independent court with its competitive procedure, disputes about moral practices, in turn, need to be institutionally secured. Steps ahead in the moral and institutional development are therefore directly tied to each other [9]. In societies in transition these ties often happen to be severed due to the political power’s striving to jump over the phase of ripening of moral practices necessary for a smooth functioning of new institutions [10]. 


“Pink revolution”, i.e. the development of moral practices that outstrips legislative and administrative innovations, seemingly leads to “criminalisation”. The quotation marks are not incidental here. What is still illegal will inevitably be legalised, and the only question is, how  - either through reforms, that is gradual adaptation of social regulation to novel moral practices, or through revolution, wherein the whole “older order” is destroyed and replaced with a “new order”. A good example here is the practice of private business and private financial  transactions in the USSR. As early as the late 50s, it became clear that “criminal” business activities are spread fairly wide. In the 60s, the Soviet government made many efforts to exterminate these practices. The scale of repressions against tsekhoviks (organizers of underground workshops and factories), valyutchiks (those engaged in altogether prohibited transactions with foreign currency), and fartsovshchiks (whose business was small trading operations with foreigners) was considerable, but the results remained quite modest. In the 70s and 80s, i.e. in the “stagnation” period, the intensity of those campaigns decreased, partially due to corruption in power bodies. Tsekhoviks and other activists of new economy succeeded in “buying” the administration. 


The eventual development of new moral practices in Russia led to the “pink revolution” of perestroika which culminated, for a number of political reasons, in the putsch of August 1991. The putsch initiated a new stage of “white revolution” in Russia.


( 3. “White” Revolution


Last 300 years of attempts at social modernisation witnessed, on the part of political powers of the modernizing country, a permanent disposition to partial and very selective borrowing of formal institutions of modern society and, simultaneously, a yearning for preservation of traditional moral practices claimed to be the exclusive “spiritual heritage” of the nation. 


When the political power initiates a revolution “from the top”, that is “white revolution”, it faces a rather complicated dilemma. Institutional borrowings in some areas of social life are necessitated mostly by foreign policy considerations, such as keeping the military balance with neighbour states or protecting national independence. At the same time, the borrowing of both new moral practices and corresponding formal institutions is dangerous from the viewpoint of domestic policy. Such borrowing encourages the consolidation of “traditionalist” conservatives, who owe their popularity not so much to attractiveness of their programme for the population but, rather, to social expenses of “structural” violence needed to implant new social institutions, together with supporting moral practices, into traditional society. Therefore “white revolution”, unless it is based on aggressive ideology ready to justify very substantial social expenses, is usually confined to innovations in rather limited spheres - military build-up, science and technology, administration. However, whereas military and technological spheres are relatively neutral as far as moral practices are concerned (and even this, as wars of the last two centuries demonstrated, is not always true),  innovations in science and administration definitely require  the introduction of new moral practices. Large-scale innovations in the field of administrative regulation and legislation, when not supported by the development of new moral practices and when in contradiction with basic attitudes of the native cultural tradition, provoke a serious social tension and give rise to an emergence of “grey zones” which shelter conservative movements. 


Perhaps the first historical example of a “white” revolution intended to modernize a country was provided by the reforms of Peter the Great in Russia, met by contemporaries very equivocally, to say the least. In Russian provinces (especially in regions inhabited by Old Believers who had not even accepted the earlier, rather moderate church reform of Patriarch Nikon), Peter’s reforms, which included the abolition of the patriarchate of Russian Orthodox Church and  the establishment of a church administration of the Lutheran type (by the Synod), were believed to be deeds of the Antichrist. Although the reforms, as a matter of fact, were not so radical (they did not actually affect the structures of autocratic power, being  limited mostly to those social institutions that immediately encountered foreign states - army, fleet, trade), even so moderate, they had a very strong impact on the contemporaries both home and abroad and posed a question to society as to how  legitimate the power that so obviously broke with traditions and deep-seated moral practices  was [11]. 


Since Peter the Great, several “white” revolution efforts occurred in Russia; one can mention the abortive attempt of the aristocracy to establish a constitutional monarchy in 1730; the reforms of Pavel I and Alexander I; the “Great Liberation” of serf peasants in 1861, carried out despite the resistance of very influential political forces of those days. In general, the social development of Russia in the 18th and 19th centuries was mostly instigated “from the top”. In some cases, the reforming measures were fostered by a threat of serious social discontent or uprising, but the most important fact of the social history of Russia in that period is that the development of moral practices corresponding to the institutes of modern society progressed very slowly and lagged behind the process of reforming.


The “liberal” intelligentsia which pushed Russian society to reform was very small in number and had absolutely no idea (with all its apparent devotion to liberalism) of the genuine meaning of Western moral practices and the structure of basic social institutions of modern society. This is whence the distrust and even hatred for parliamentarism and Western financial institutions, as well as the idealisation of patriarchal community, came. 


The 19th and 20th centuries saw many attempts to carry out “white” revolutions. The examples readily come to mind: Egypt and Thailand (then Siam) in the 19th century, Turkey after the defeat in World War I, Iran after World War II and up to 1978, numerous Arab countries in the 50s and 60s. 


It is not possible here to analyze all those developments in detail, but a cursory comparison shows that, as a rule, the results of “white” revolutions prove quite unstable, which is attributable not only to the gap between the elites that conduct these revolutions and the masses of population that uphold traditions, but also to the fact that the forces that instigate “white” revolutions usually have a rather vague idea not only of the real situation in their countries, but even of the new order they would like to establish. A desire to renew social technologies, at the same time leaving “the spirit of tradition” intact, and unwillingness to encourage novel moral practices lead to internal contradictions of reforms. New institutions have not enough time to take roots in society and become repelled. 


The October revolution of 1917 in Russia was a “white” one. However, the initial idea of Bolsheviks to instantly establish a brand-new system of social relations, with absolutely no links to moral practices of the time, failed completely. The policy of “war communism” brought the country to full devastation. They had to revert and introduce the New Economic Policy. Several years of this policy proved to be a period of extremely rapid economic growth accompanied by the financial stabilisation. For Russia, however, even this adaptation to a relatively limited development of “bourgeois” moral practices proved premature. The masses of people were involved into politics who adhered to a completely different, very traditional and anti-bourgeois political culture of “sobornost’”, for which “bourgeois” moral practices of the New Economic Policy were completely alien [12]. Then the “black” revolution of 1929 came, organised by Stalin. It exterminated most of the “white” October 1917 revolution activists. The regime that subsequently established in the USSR conformed quite well to the traditions of pre-revolutionary Russia, with its super-centralised power, legitimated by the “unanimous nation-wide support” and personified in the autocratic political leader. 


The “black” revolution of 1929 was by no means the only case of “revolutionary” return to tradition. 


The Islamic revolution of 1978 in Iran happened to be a great enigma for political analysts in the West. However, in the light of the typology presented in this chapter, accounting for the Iran revolution makes no difficulty. The innovations of the Shah’s government had been a typical “white” revolution. They had not been supported by corresponding moral practices; political institutions of the Western type remained a purely facade element; the country was dominated by police terror, which aroused dissatisfaction among liberal intellectuals and pushed them to search for a “national way” [13]. The inconsistent, ambivalent nature of “white” revolutions finally destroys the regime’s legitimacy. The political power in people’s eyes, and often in the eyes of influential elite groups as well, becomes “criminal”. The legitimacy of tradition gains the upper hand over the legitimacy of state interests; and the force of tradition, as a rule, is a driving force of “black” revolution. 


( 4. “Black” Revolution


“Black” revolution is usually a reaction to the inconsistency of “white” revolution coupled with either inadequate understanding by its leaders of the real meaning of transformations they are trying to produce, or the utopian character of the social constructions introduced through “white” revolution. 


Perhaps the clearest example of the first type were the already mentioned transformations initiated by Iranian Shah in the 60s; while the second type is best illustrated by the failure of “war communism” in Russia in 1921.


The reaction of society to the virtual failure of “white” revolution may be prompt, as in Iran in 1978, or delayed, as in the USSR in 1922-29, but the outcome is the same, namely, the return to fundamental traditional values, whatever the ideological decorations of this return may be.


In the eyes of society, the elite group that initiated an attempt to carry out a “white” revolution in case of its failure looks like a group realizing a criminal intention. Not only the new, just established social institutions, but, which is most important, the moral practices that support them are hence outlawed and altogether exterminated. As a result, society not merely returns to its “pre-revolutionary” state. All the evolving embryos of the new, all practices that compelled society to transformations are destroyed to please the “moral fundamentalism” of tradition. Society returns not to the initial point of transformation, but to a certain “ideal tradition”, which never really existed and which is virtually the same kind of social utopia as dreams of the radical revolutionaries who failed to realize their plans just because the latter were utopian. 


While in the case of Islamic fundamentalism this scheme is rather clear, its application to the USSR in 1929 and to modern Russia needs some comment. 


The change of ideology in the years 1929-34 was, first of all, a substitution of the internationalist stance for the etatist one, absolutely traditional for Russian society. The socialist slogans were retained, but their content completely changed: the idea of an “unbreakable union of free peoples” (in fact, the traditional empire) took the place of the idea of a “world revolution”. The internationalists, i.e. true leaders of the 1917 revolution, were condemned as ideological sinners and wiped out without mercy.


The artificial criminalisation of society reached the scale never seen before: millions of people were put into concentration camps, and hundreds of thousands shot. Although the repressive practices had been widespread in the period of 1917-1929 too, that had been a struggle against “the older regime”, typical for “white” revolutions which are often marked with terror. After 1929, however, the terror was unleashed against the new elite. So, on different grounds, society was twice totally criminalised. First, in order to achieve utopian social goals, they wiped out “bourgeois” moral practices (i.e. moral practices of modern society), together with those who followed those practices. Then, to please etatism and “derzhavnost” (a hardly translatable term of Russian political culture used to designate a specific mission of Russia in world politics - ‘to unite and enlighten small nations and give an example of enlightenment to the rest of the world’), a considerable proportion of the new elite was criminalised and exterminated, this time on the ideological grounds. 


The consideration of historical processes in a book dealing with, supposedly, a completely different topic, that of rise of crime in Russia as a society in transition, seems quite reasonable. Today, after a short period of “white” revolution in Russia (economic reforms of 1992-93), the prospect for “black” revolution that presupposes a return to traditional Russia’s ideology of “derzhavnost” and declaring the 1991-93 events a “criminal revolution” is quite real again. Similar ideas are shared now not only by communists; a seemingly unimaginable union between them and “derzhavniks”, many of whom (e.g., the inventor of the term “criminal revolution” Stanislav Govorukhin [14]) during perestroika acted as  thorough anti-Communists, has become real. But, incidentally, the same kind of union once existed in the late 20s and early 30s, when some monarchists and other groups of intelligentsia, devoted to traditional ideology of etatism and “derzhavnost”, supported Stalin in his struggle against Leo Trotsky; for them Stalinism was, above all, a return to traditional moral practices. 


Due to the peculiar character of both traditional Russian and “Stalinist” communist ideology, any development of moral practices towards free market implementation of the principles of civil society and democratic control over the state were consistently treated as something “criminal”. The state brutally struggled against new moral practices - and was condemned by society in which these moral practices gradually evolved. The “bastions of the state” slowly eroded; civil society eventually became more and more structured, gaining experience in its struggle for independence from the state.


The “cavalry raid” of Yegor Gaidar’s government, which yielded a full legal indeterminacy in the country, undermining natural (supported by well-established moral practices) ideas of criminality, averted Russian society from new moral practices. The fear of the unprecedented criminalisation of society, triggered by the hasty “white” revolution, issues a threat of new “black” revolution in Russia, fraught with an extermination of the yet weak sprouts of civil society, new moral practices, and institutions.


�
PART II


NEW SOCIAL PHENOMENA AND CRIME�IN POST-COMMUNIST RUSSIA


�
The second part of the book should be prefaced with a short note. The situation in present-day Russia is taken in our further study as an illustration of ideas presented in the first part. The author has no doubts that any other society in transition, mutatis mutandis (i.e. with due regard for cultural peculiarities of this or that society), could be as good an example of the conceptual propositions developed in this book as Russia.


�
Chapter 5�Social Change, Legislation and Crime�in the USSR and Russia�in the Period of Perestroika


                                                                We intended  better, but got an usual.


V. Chernomyrdin, �Prime Minister of Russia.


( 1. Economic policy and crime in the period of perestroika


To grasp the present-day crime situation in Russia, I have to turn to the social and economic situation in the USSR  in the late years of the “stagnation period” and in the period of perestroika. In the USSR, the crime statistics remained  classified up to the late 80s (below I shall discuss the problem of the reliability of this type of statistics  in the USSR and today’s Russia).  Yet  the data available at that time, as well as that made available later,  show that the crime rate was not very high - though higher than in many European countries, but still lower than in the USA.  Grave crimes were mostly perpetrated on everyday (routine) grounds, like murders of one’s relatives and acquaintances committed at  one’s home in a state of intoxication.  The rate of exposure of such crimes was, naturally, rather high.  The 1985 Decree against alcohol abuse provided that sale of alcoholic beverages be restricted,  a great many distilleries be closed down,  areas under vineyards be reduced, and alcohol abuse during working hours be strictly prohibited (under the threat of  dismissal, and for the CPSU members, exclusion from the party). All these measures helped to considerably reduce the crime rate in the next two or three years (by half, approximately), mainly  for account of “home”crimes.  Yet, beginning from 1987, the crime rate begin to  grow fast, this time on account of entirely new factors -  theprimerily growth of private business.


The “new crime” wave was  due to the enforcement of the Law on Cooperatives, to the “wild privatisation”  that followed, and, strange as it may seem, to the above-mentioned  decree against  alcohol abuse. It was the latter that actually provided for the accumulation of  large financial resources which later became the basis for the development of organised crime.


With the beginning, in 1985, of a vigorous campaign against alcohol abuse, a vast “grey zone”emerged, fostering a fast criminalisation of society.


Alcohol abuse had been a grave social disease in Russia from time immemorial. Numerous governmental attempts at wiping it out produced no appreciable result. Being enacted during World War I, the prohibition law was  later repealed with the advent of the revolution. In the Soviet period, the government would start another campaign against  alcoholism every 10-12 years, but it usually did not last more than a year, whereupon  all reverted to the previous state. This is mostly attributable to the fact that it was precisely the Soviet government  who was ever interested in expanding sales of alcohol since, traditionally, it held a monopoly over the production and selling of hard drinks. Expanding sales of alcohol helped to compensate for the growing budget deficit from the 60s up till the 90s.  In the 80s,  the alcohol sales volume in the USSR was fairly large: in 1980,  the country’s consumption came to 8.7 litres of  pure alcohol per capita; in 1984, some 14.7 billion litres of alcoholic beverages were sold out  nationwide.


Though kept secret in the Soviet period, budget alcohol revenues can be estimated on the basis of the above figures. With the extremely low prime cost of vodka,  the state made a profit of  6-7 roubles per litre of vodka, which must have amounted to 30 billion roubles annually.


It has been known that when the sales of vodka declined more than by half after the enactment of  the 1985 decree,  state losses  totaled 37 billion roubles within three years, i.e. 12 billion roubles annually [1], which is compatible well with the above estimate.


It is quite evident that the total consumption of alcohol in the country was not in decline but little (if any) in consequence of the 1985 decree. The reduction in alcohol sales was compensated by a sharp increase in  illicit vodka production.


In these years, the sugar sales increased by 1.5 billion kilos annually, which exactly makes up for the reduction in state sales,  with 1 kilo of sugar being  enough to make about 1 litre of bootleg vodka.


It is worth noting that the prices on bootleg vodka, in spite of its low quality, were higher than on legal vodka, to wit 10-15 roubles a bottle instead of 5-7 roubles at a state shop. The difference in prices was a compensation for the risk of criminal prosecution, and besides, bootleg vodka could be bought without standing long hours in queues. The anti-alcohol state policy  led to a financial crisis; it was for the first time in many years that  a budget deficit  showed up. At the same time, the people ready to pay to the state for alcohol could not do it owing to the reduced production and sale of vodka, and had to hand their money to criminal structures. Thus dozens of billion of roubles went to bootleggers, constituting a primary capital for organised crime.  Coincident with the growth of budget deficit, the buying capacity of the rouble began to drop. five years of the anti-alcohol policy, from 1985 to 1990, actually ruined the public finance. On the black market, the rouble fell by 2-2.5 times, down to the rate of  10-12 roubles for  one US dollar.


Almost simultaneously, cooperatives began fast expanding. At first they were permitted only marginal activities, such as secondary raw materials processing. But the essence of the cooperatives’ functioning in that period consisted in washing the money obtained by other means - through stealing raw materials and goods from socialist enterprises, through underground production, in other words, through the activities that had long become half-legal in many areas of the USSR; in fact, for some people, it was a mode of life, though still prosecuted by the law. Eventually, stealing products from state-owned plants and factories became so common that the authorities did not even try to prosecute it consistently, because otherwise they would have to dismiss and sue the majority of workers.


To avoid the bad word “a thief” (Russ. vor), a special term n’esun (the inner form of which is ’one who carries’) was coined and used in the press and official documents, which mitigated the guilt, as if one did not steal, but merely carried  goods away from the enterprise. Such linguistic tricks obviuosly reflected the formation of a “grey zone” around socialist enterprises. A new ontology took shape in public discourse, which implied that the goods at an enterprise were no more state property but kind of a collective property of the enterprise’s workers. Hence the latter did not steal, but  just “carried or took away” the goods/products. Also, the emergence of cooperatives yielded the phenomenon of “cooperative wage rate”, 5 or 6 times higher than that at state-owned enterprises. Needless to say, this provoked an outflow of skilled labour from state enterprises to cooperatives, which made the directors of the former insist on somehow restricting the manpower drain.


The cooperatives’ output grew very fast, reaching 5 per cent of  the Soviet GDP as early as 1988. 


The Soviet industrial elite, the so-called “red directors”, began to put pressure on the government in order to make it restrict the development of cooperatives. The central power  held out  quite steadfastly, having enacted, in 1988, a liberal enough law on cooperatives, but  local authorities were increasingly against cooperatives [2].


Yet, local authorities had primary resources under their control - premises, raw materials and energy supply, and most importantly, law-enforcement agencies. The latter were the most powerful and “persuasive” means of pressure. The militia might  protect the cooperators against the emerging racket gangs or not, depending on the attitude of local authorities. Virtually, racketeers turned to be a means whereby local authorities gained an influence over the cooperative movement.


To protect himself against the racket, a cooperator needed a “cover”, which meant sharing his profits with the local authorities, militia and “red directors”, who  exercised great power via regional and district Party committees.


Very soon, the independent cooperative movement broke up, being subdued by the authorities [3]. It was right then, in the late 80s, that a new model of “authorised” business emerged whereby the power allowed some (select) businessmen  to get rich by “authorizing” them, while banning the others through unfair tax control and actually denying the latter protection from the criminals. Thereby emerged a channel of exchanging power for property, because, naturally enough, the first to receive “authorisation” were those who moved to business from power structures.  This development intensified notably after the collapse of the USSR, when many former Party functionaries, as well as those of employees of law-enforcement agencies who were opposed to the new regime, went into business.


When in business, the new regime’s opponents usually retained their personal relations with the regional political elite who held positions of authority in new local power bodies. Thus local medium-sised business in Russia “reddened” considerably.


The interweaving of the power with business did not necessarily take the form of an exchange of power for property. More often, it was a combining of  power with property insofar as many representatives of both the central (=federal) and local  power indulged  in business regardless of numerous prohibitions against combining work in the public sector with business. In December 1992, over 2,000 people combined work in the public sector with business, whereas in 1991 such had been a mere 1,000 [4].  Presumably, these data were far from complete.


Even before the USSR collapsed,  most ministries and state enterprises had set up a great many cooperatives under their auspices, which later facilitated the privatisation of  colossal public finance through simply handing money and assets over to these cooperatives. This was made possible through the enactment of the 1988 Law on the socialist enterprise whereby the administration of the latter had all the enterprise’s property placed at its disposal.


The whole Soviet economy immediately turned into a vast “grey zone” [5], whereupon it became difficult to identify who possesses what, because transfers of property often remained simply unregistered, premises were handed over  under bilateral contracts and virtually privatised since it was and still is hardly possible to expel a commercial organisation from the premises it has once occupied - it usually makes use of all kinds of means to retain the premises, from bribing law-enforcement functionaries to hiring criminal gangs for providing security.  A wild redistribution  of property began, with its results often remaining unregistered  but very well known to all interested parties. 


The Soviet leaders actually missed the chance for a civilised market development of the country by not having ensured an equal protection of property to all new agents of economy.  The new-born business sector  thereby passed to the former Soviet bureaucracy and was criminalised.


Being hesitant about taking clear decisions on matters of property and privatisation procedure, the Soviet leaders let the matters drift, to be ultimately  settled through intra-elite and criminal showdowns. Property passed to him who either had an access to power or was a power himself.  The only opposition to the bureaucracy   was the brute force of criminal groups.  Certainly, large pieces of property  were a hard nut for the latter to crack, with the authoritarian and centralised enough state still in force.  Large plants and pieces of immovable property were privatised in accordance with decisions made by central and regional  authorities.  But less prestigious lines in business, such as show business, second-hand cars and food markets, were well within the criminal groups’ powers during early perestroika.


Racket became extremely widespread  as early as the late 80s [6], covering not only the small business at large, but also big enterprises from the new commercial sector which, under these circumstances, had to spend a major part of their means on security.


With the Soviet mentality alive in law-enforcement agencies, which kept treating  a businessman not as a reputable citizen to be protected by law, but as a criminal (since the clauses prohibiting business activities were still in force during perestroika), inevitably led the racketeers to feel themselves sort of Robin Hoods bound to restore social justice, and not at all criminals.


In the late 80s, the discrepancies between obsolete laws, ambivalent administrative regulations, and new economic practices orientated at a radical transformation of the economic system reached their limit.  Severely criticised in the public discourse, which renounced the regime of “real socialism”, the older law was no more respected  in  society.  New laws were being adopted very slowly and were ambivalent; administrative practices grew increasingly conservative. New types of economic behaviour were actually under no control, while the people’s ideas of modern social institutions and rules of conduct within market economy were very poor and far from real practices of developed countries.


Under these circumstances, any appreciable positive change in the state of affairs  was hardly possible without a swift and radical change in legislation aimed at sharp reducing the number of “grey zones”. However this did not happen in spite of many legislative innovations and attempts, after the first more or less free elections of 1989,  at creating  an independent legislature. The new Soviet, and later the new Russian parliaments continued to coin new laws after a legislative pattern that was very much like the former Soviet one. Of particular importance for our study is to make an analysis of  the character of Russian legislation since 1990, after the free parliamentary elections in the Russian Federation. 


( 2. Grey Zones within the Legal Prosess


We now turn to the analysis of the legal prosess in Russia and the relations between the legal prosess, administrative norms and  political culture.


Such an analysis seems most indispensable if we want to understand who, during the transition period, has got the power to determine what is crime and what is not. Even in quiet times, there is usually no lack of intermediate cases where interpretation  wholly depends on the wisdom and goodwill of law-enforcement officials and judiciary. However, then, society usually tries to shift  the burden of such decision-making to the legislator as much as possible. The Soviet legal system was completely different since it inherited too much from the epoch of revolutionary law. It was oriented in a quite an opposite direction tending to relieve the legislator of responsibility, the more the better, and shift the latter, i.e   POWER, to law-enforcement agencies.  Our concern here is with the question: did this legal tradition really change during perestroika and after the revolution of August 1991?


In slightly more than seven years of their existence the three parliaments --the Soviet parliament from 1989 to 1991, the Russian parliament from 1990 to 1993, and the Federal assembly from 1993- issued a great number of legislative acts; a still greater number were drafted but remained unpassed. It employed many legal experts and advisers. The key questions to be asked are: what was the correspondence between the administrative practice and the changing legislation and was the new legislation  different in character from the legislation of the Soviet era? 


For this I must consider briefly  Soviet legislation. What did a law enacted by the USSR Supreme Soviet look like? In essence, it was a “frame” law. This means that the law defined the general sphere of its application, the principal goals or directions of the changes it was intended to bring about, and the institutions responsible for its administration (if necessary, new institutions were established). Direct rules were rare birds on the pages of Soviet law texts. The majority of real rules regulating the application of laws were contained in “instructions”, “directives” or similar secondary legislative acts drafted and issued by relevant ministries and departments. The latter thus had every possibility to change the meaning of a law  by “clarifying” and “interpreting” its basic concepts, by “adding” any number of provisions that, unlike the law itself, were directly applicable. 


The result was that adopting a law meant virtually nothing unless the so called “mechanisms of realisation” (a hierarchy of secondary acts and “instructions”) were devised. These were subject to approval by a considerable number of ministries and departments. For an instruction of this kind to come into effect, it had to be sanctioned (“visaed”) by all the departments involved. It was as if the bureaucracy enjoyed the “collective right of veto” as far as legislation was concerned. A department that was not satisfied with some provisions of a draft “instruction” could withhold its “visa” and thus prevent the already enacted law from coming into force as long as it pleased, unless, at least, pressure were brought to bear on it from the highest levels. 


Such a practice rested upon a lopsided wish to strengthen the power of the local bureaucracy and federal bodies who provided the latter with relevant instructions. The procedure of “visaing” was actually a guarantee that the real law, i.e. instructions, would represent, in a fairly balanced way, interests of the bureaucracy as a whole, and not of an individual department. Thus bureaucratic consensus was being reached  and institutionalised in society.


It would be interesting to review the activities of the “democratic” parliaments after 1989 from this standpoint. Despite the fact, natural as it was, that the share of direct rules in the laws adopted by these parliaments increased if compared to the Soviet times, the routine of putting them in force remained essentially the same. It became even more complicated, in a way, than it  used to be - due to the increase in the number of agencies whose consent had to be solicited. For example, committees of the Russian Supreme Soviet between 1990 - 1993 were entitled to provide their “clarifications” for the texts of legislative acts; in this respect they operated, therefore, as a kind of substitute ministries or, at least, enjoyed powers that had formerly belonged to the latter. “Framing” provisions remained the legislation’s typical feature. To give but one example, the Law on Military Conscription and Military Service, passed in February 1993, provided for “alternative service”� but failed to enumerate in its 65 articles on 31 pages the agencies where conscripts could serve and even specify the conditions that would entitled those, who found service with the troops unacceptable for some reason, to seek and be allowed alternative service. It is not surprising under the circumstances that courts have found it difficult to try cases falling under so vague a law. 


A comparison of the political behaviour of  deputies, in the USSR and that of the Russian parliament, reveals a growing understanding of the role of parliamentary procedures in securing the normal operation of representative institutions by members of the two legislatures. Nevertheless, the congenial understanding that a procedural consensus would be also essential in society  was still lacking. Such a consensus would imply changing the very character of bills of law, viz. an increased share of directly applicable rules in the text of the law itself and its adoption together with a packet of secondary acts that regulate its coming into force and subsequent administration. However, nothing of the kind happened while the first Russian post-communist parliament was in power and even after it was dissolved in 1993. The present Russian Constitution, repeatedly proclaimed to be a law of direct effect, has not changed the situation - otherwise then Chairman of the Council of Federation (the upper house of the new Federal Assembly) Vladimir Shumeiko would have no reason to complain in March 1995 that laws in Russia are ineffective in general.


Another stunning example is the interpretations of Article 1216 of the Russian Constitution valid on the day Yeltsin’s decree ¹ 1,400 was signed. Despite the explicit provision that the President was to be removed from power at once should he try to dissolve or suspend the parliament, neither the Constitution itself nor any other act of law specified the procedure of that removal. That gave Yeltsin a chance to ignore the decisions of both the Supreme Soviet (on the pretext that impeachment of the President was not its prerogative) and of the Congress of People’s Deputies (as lacking a quorum required by another article of that Constitution) and even the ruling, allowing of no appeal, of the Constitutional Court (for, strictly speaking, the Court was only to decide whether the President’s actions provided grounds for his impeachment). 


It is hard to believe that the deputies had consciously sought to create this procedural ambiguity when they had voted for that provision. This only shows that the deputies failed to understand clearly what serious consequences procedural ambiguities in such important legislative texts, as the Constitution, might have. 


Another important feature of legislation in Russia is the ambiguous status of presidential decrees after the 1 November 1991 resolution of the Fifth Congress that invested the President with “additional powers” created a singular judicial situation: presidential decrees were to have precedence over legislative acts of the Russian Federation unless revoked by the Supreme Soviet in the course of a fortnight. Paradoxically enough, the same provision that stripped the Supreme Soviet of its constitutional status as the nation’s main legislating institution amplified the role of its chairman and the presidium, for it could only be through thise organs that a presidential decree might come to be considered by the Supreme Soviet. The chairman had only to “keep” a decree in his office for a few days for it to come into effect automatically. (It was precisely this trick that sealed the fate of privatisation when the law passed by the Supreme Soviet was superseded by the presidential decree even though the latter contradicted the former’s basic provisions). 


After the resolution on the “additional powers” had been passed, therefore, two powerful centres of personified legislative activity emerged: the president and the chairman of the Supreme Soviet. This arrangement could not help provoking a major institutional conflict involving the president, on the one hand, and the parliament, on the other. In fact, by having granted legislative powers to the president, the parliament created a situation in which it could not take them back: throughout 1992 and 1993,  any attempt to divest the president of those - by definition, provisional - powers would be countered by a series of presidential decrees that either ignored the legislation that issued from the Supreme Soviet or challenged the very legitimacy of the Supreme Soviet and the Congress of People’s Deputies as legislative institutions. After all, Decree ¹ 1400 could be seen (as the presidential team did not fail to point out) as precisely the realisation of the additional powers granted to the president by none other than the parliament itself. This situation has not changed significantly with the implementation of the current constitution in December 1993. In fact  presidential decrees  are still more valid than laws and in many cases they contradict the legislation issued by the parliament.


If we now turn to the structure of presidential decrees, we would find their texts even more (in fact, much more) “frame-like” than the bills of laws enacted by the Supreme Soviet. Decrees granting privileges, for example, would typically provide for implementation to take place upon “elaboration by the appropriate ministries of the rules of application”. It goes without saying that with the date of implementation not specified in the decree, the relevant departments, in case they did not want the decree to be implemented, could go on “elaborating the rules of application” ad infinitum.


Characteristically enough, the practice persists: although certain taxation privileges had been abolished by a presidential decree signed in March 1995, Gazprom was still enjoying them during next six months. 


To sum up though the quality of the legislation adopted after 1989 and especially after 1991 was undoubtedly superior to the legislation of the Soviet period - mainly due to better procedural arrangements (preliminary discussion in the committees, successive hearings, etc.) - the accustomed practice of enacting bills unaccompanied by packets of secondary legislative acts depreciated even what would have otherwise been “sound” laws because it allowed for their arbitrary interpretation. The important consequence was that the official - and much celebrated - goal of curbing the all-powerful bureaucracy and securing “the rule of law” (or, rather, establishing “a law-based state”) was unattained. 


The greatest damage was done, of course, by the practice of parallel legislation. Not only were legislative acts issued by the presidential structures inferior, on the whole, to those of the parliament for the simple reason that they would be usually prepared in greater haste and with less professional deliberation. Of even more grave consequence was the fact that the president’s legislative powers devalued the respective activities of the parliament because they encouraged nihilistic attitude (supported, to be sure, by the conscientious propaganda) towards the parliament’s legislation in the lower levels of bureaucracy: one could never be sure that a bill of law enacted by the parliament would not be “overruled” by a contradicting presidential decree. 


The parliament in Russia was thus all but transformed from an authoritative legislature into a kind of “workshop for the study of principles of legislative activities”. 


To identify the framing style of the document and to distinguish between rules of direct and indirect application, formal methods of knowledge representation known as cognitive maps can be used. The idea of cognitive maps is to identify formal causal relations implied by the text in question after the following pattern: situation A causes, i.e contributes to (+) or prevents (—) situation B. The irrelevant aspects left aside, the entire text can thus be divided into causally related fragments.� We may identify the rules of direct application finding causal relations in the text. Chains of causal relations represent procedures.


Before adducing some examples of legislation  in present-day Russia, we think it necessary to present several arguments which may help to understand why and how the “frame-style legislation” works and what  its structural features are. This style of legislation  in Russia can be traced back to the 1920s. After the Revolution of 1917, the state administrative staff was in great part replaced, although quite a lot of posts were still held by “older specialists”. Major posts became mostly occupied by new, and often very poorly educated, staff. State machinery was in need of a legislative  system adapted to fit the backward “sense of law” of new bureaucrats who were hardly capable of sophisticated reasoning, which is so indispensable when principles of modern developed legal systems are to be applied. At the same time there was also a need in some simple means of control over the new administration, which would allow to easily replace an unsatisfactorily working official. The problem was solved by introducing the “frame-style legislation ” based upon a processual (and not procedural) world outlook.


For the purpose of this study, it is worth mentioning once again that this method of representation, described here as procedural, must be distinguished from an alternative method of representing social situations, viz. processual, as based on radically different ontological assumptions. The processual mode of thinking assumes that the world is a tangle of interrelated processes, of which each is a self-sufficient sequence of causally related events independent, in essence, from external influence and characterised by varying degrees of intensity. 


If this is the way the legislator thinks, rules of direct effect are unlikely, generally speaking, to appear in the text he drafts, for such a rule would imply a situation in which an action taken by a person or some other agency entails a response action by another person or agency, e.g. police, courts of law, etc. Rules of direct effect are thus defined for  deeds, not processes. The framing legislation characteristic of the Soviet legal thinking and practice however, presents situations after the “processual” pattern with actions of relevant agencies affecting processes rather than other agencies. 


Take, for example, a typical phrase: “Law-enforcement agencies are to intensify their struggle against criminality”. The sentence makes no sense from the standpoint of law seen as a collection of direct rules. If the message is that “the law-enforcement agencies” do not enforce law as they (normally) should, this is a statement of fact which implies an appraisal (presumably, negative) and, perhaps, a command (presumably, to improve), but does not establish a rule. If it does, it is not a statement of fact; in that case it can only mean that the law-enforcement agencies are to investigate and punish more crimes than have been committed, which is,  of course, sheer nonsense. 


Though seemingly absurd, this style is in fact fairly well justified from the point of view  of social practice. First, such simplistic reporting makes it easy for a higher administrative body to keep an eye on the activities of  its subordinates; in the above-mentioned case, one can easily find out from the reporting whether the rate of crime exposure reduced or increased. The fact that the reported figures might be, and as a rule indeed were juggled, did not much worry higher authorities although in practice this led to formidable “excesses of execution”, like mass arrests of innocent people. Much more important for the ruling power was the actual possibility to check the loyalty of lower bureaucracy. The issuing permanent danger to bureaucrats on the part of their authorities was naturally compensated  by an excessive increase in power of the former over private citizens.


Thus the immediate purpose of any legislation, i.e. to regulate relations in society,  was replaced with a wholly different one - to regulate relations within the power hierarchy. In other words, such a style of legislation openly sacrifices interests of private citizens for interests of the administrative hierarchy.


The survival of the processual “frame-style legislation” after August 1991 revolution is, perhaps, one of the most compelling pieces of evidence of political continuity in modern Russia as far as it reflects the similar attitude of the present authorities and their Communist predecessors towards civil society. One of the most important feature of this style is is the absence of institutional actors in legal texts. Processes are “natural”- they need no actors. Many examples of this frame of mind and this kind of legal arrangements are to be found in the Soviet  constitutional texts. It is sad that the same thing it is easy to find now in the text of contemporary Russian constitution.


  Article 50 of the Soviet Constitution of 1977, for instance, proclaimed the conventional democratic rights: of assembly, a free press, free speech, etc. According to the Constitution, the exercise of these political freedoms is ensured by putting public buildings, streets and squares at the disposal of the working people and their organisations, by broad dissemination of information, and by giving  a citizen  an opportunity to use the press, television and radio. 


I  leave without comment the obvious discrepancy between the article’s two clauses: although the “rights” are said to belong to “citizens”, the means required to exercise them may presumably be sought only by “the working people” (trudyashchimsya). More relevant to this analysis is the failure to indicate any agency, be it a person or an institution, that were directly responsible for providing the promised “public buildings, streets and squares” or securing access to “information”, “press, television and radio” and specify the conditions that entitle “workers” or “their organisations” to claim them. The same stands true of the entire Chapter 7 that treated of “the basic rights, freedoms and duties of citizens of the USSR”. 


Article 51 stated that 


In accordance with the aims of building communism, citizens of the USSR have the right to <...> associate in public organisations that promote their political activity and initiative and satisfaction of their various interests. 


As far as I know, there was no Soviet legal text that specified the conditions for and procedures of establishing and registering a “public organisation”. That did not mean, however, as one accustomed to the Anglo-Saxon common law practice might erroneously assume, that such organisations might be established by anyone willing to do so and might function unregistered. In the Soviet circumstances the absence of procedures for establishing “public organisations” meant that no such organisation might be established, except by political agencies that were above the law, in which case no registration would, of course, be necessary. 


In the same way, articles 49 and 58 were meant to regulate intercourse between private citizens and state officials. The latter were 


obliged, within established time-limits, to examine citizens’ proposals and requests, to reply to them, and to take appropriate measures, 


though the text failed to specify who exactly was “to reply” and “to take measures” and how soon. The same was true of citizens’ complaints: 


Complaints shall be examined according to the procedure and within the time-limit established.


The most striking exemple of this kind in the present Russian Constitution is  absance if indications who has “to form” the Council of Federation-the upper chamber of the parliament.


The present Russian Constitution  is an immediate outcome of the conflict between the president and the parliament; it was meant to secure the fruits of the executive’s victory. In the second place, what I wish to highlight in the present chapter is the cultural background to the legislative activity in general, rather than particular legislative documents; so it seems appropriate to enquire whether this cultural environment has undergone any significant changes. In the analysis of this document I shall pay attention mainly to the points which may produce contradiction in legislation or conflicts between legislative and executive powers and therefore create “grey zones” in social space.


Concerning the  presidential decrees, Part 1 of Article 90 of the present Russian Constitution has no reservations about the scope of the president’s decretory competence. The article states simply that 


The President of the Russian Federation issues decrees and orders. 


Unlike this final version, the draft constitution approved by the Constitutional Conference on 12 July 1993 (presumably, the present Constitution’s principal source) set limits on the presidential authority in this respect, although in a curiously self-referring fashion: 


The President of the Russian Federation issues decrees and orders in accordance with powers conferred on him by the Constitution of the Russian Federation and federal laws. 


Comparison of the two versions shows that the legislator’s intention was to let the president issue decrees and orders about anything he pleases. From this standpoint, the competence of the president appears to be as unlimited as the much mocked all-embracing competence of the dissolved Congress of People’s Deputies. 


Parts 2 and 3 of Article 90 reproduce the collision described above. On the one hand, 


Decrees and orders of the President of the Russian Federation are mandatory on the entire territory of Russian Federation. 


On the other hand, 


Decrees and orders of the President of the Russian Federation may not contradict the Constitution of the Russian Federation and federal laws. 


Officials must wonder again, whether they are bound by Part 2 in cases implied by Part 3. It is true, the new Constitution, unlike the previous one, enumerates the agencies authorised to initiate the proceedings at the Constitutional Court. These include - apart from the President, the two chambers of the Federal Assembly, the Government, the Supreme Court and the Supreme Court of Arbitration - one fifth of the Council of Federation, one fifth of the State Duma and the legislative and executive bodies of the members of the Federation. (There may be other plaintiffs, in case citizens’ constitutional rights and liberties are affected. However, the Constitutional Court itself is characteristically omitted: it may no longer act on its own initiative - one more echo of the 1993 conflict). 


Still, the procedure is not described in full. The Constitution says nothing about the legal status of acts that are subject to the Court proceedings until the decision is taken (perhaps, a minor point if the Court decides quickly) and is somewhat vague about their legal consequences after that (a major point). They are said to “become invalid” (utrachivayut silu). (Again the expression which is,  an exemplary manifestation of the processual mode of thinking, as if the acts became this or that all by themselves; “are revoked” would be more appropriate, provided the participle be accompanied by an object: revoked by whom?) The Constitution, however, fails to indicate from what time they are to be considered invalid: since the very beginning or only after the Constitutional Court has passed its judgement? Assuming the matter is left to the discretion of the Court, what about the actions already taken on the revoked decree? What is the procedure in this case: is the president supposed to issue a counterdecree rescinding the previous one that would also disavow the actions taken on the latter? What if he does not? Granted, there are provisions for such situations in other bodies of law and one may, in principle, proceed by analogy, but would that not denigrate the Constitution as a law of direct effect? 


Now I ought to make some notes on the legislative power of the parliament.


Part 1 of Article 105 states that 


Federal laws are adopted by the State Duma. 


However, Article 103 that enumerates, presumably in the form of a closed list, the Duma’s prerogatives makes no mention of passing laws (to say nothing about considering, least so rescinding, presidential decrees). On the other hand, the list is not explicitly stated to be closed. Article 105 implies it is not, and if it is not, the Duma may attend to other matters, as well. Moreover, if this list is not closed, neither are other similar lists, for example, the list of agencies authorised to enquire about the constitutionality of normative acts and internal or international treaties (Part 2, Article 125). By analogy, the list of the President’s prerogatives is open, too (even though it is already wide enough to include almost everything). 


It is inconceivable that the legislator intended all the lists in the Constitution to be open. Since, however, the Constitution makes no distinction between the various lists in this respect and since some of the lists are obviously assumed to be open, it would be logical to apply the same rule to all of them and infer they are all open. 


But is it a matter of logic? Is it not rather a matter of the type of logic, of the mode of thinking? Standard logic is, after all, the logic of procedural thinking; processual thinking (that has produced this constitutional document) seems to create logical uncertainties, because as we have seen above it requires additional acts interpreting the text organised in a “frame” stile and therefore and in fact give the real legislative power to the administration. The consequences of such a situation I have discussed above.


( 3. The formation of public discourse on crime in present-day Russia


In a stable society, a violation of established social norms is usually considered anomalous. Though in any society there are psychologically unstable persons and marginal groups not prone to accept the established order as it is, manifestations of asocial conduct hardly present any serious problem for the average individual. Such manifestations  rather look like a kind of accident, such as a car accident or a brick falling from the roof onto someone’s head. And hence problems of asocial conduct in such a society are very unlikely to become either a major concern of its citizens or the focal point of political discourse.


Since the beginning of the 1960s,  with the considerable improvement in the economic situation and social stabilisation in the USSR, problems of crime practically came to nought in Soviet public discourse. It was officially declared that organised crime in the USSR had been put an end to.  The authorities’ ideological presumption alleged that, in the USSR,  there were no social grounds for the emergence of crime; hence,  crimes still committed should have been attributable to individual mental disorders, and/or some shortcomings in the work of  educational institutions and Party organisations that ought to bring up Soviet people in a socialist spirit. This viewpoint affected the work of law-enforcement agencies, too. The crime statistics, while concealed from the public, were, however, carefully perused in the centres of power.  Allegedly, the crime rate was bound to fall, and should it persist  in a particular region, that might only mean a poor performance on the part of the local leaders, which would entail appropriate administrative penalties for the latter. Such a policy of the Party leadership compelled local officials to “correct” the statistics by deliberately understating the crime rate and overstating the rate of crime exposure in their region. How grave consequences this could  yield can be seen from several cases of  exposure of “serial” murderers:  each time it finally turned out that most murders of the series had been already “exposed” (allegedly), while innocent persons wrongly convicted, after having pleaded guilty under pressure from the investigating authorities.


Nevertheless, despite the deteriorating situation, the crime problem in the USSR of the 1960-70s remained  fairly  marginal in public opinion shaped by the state-controlled media.


The things started to change with the advent of perestroika.  During the first two years of perestroika (from mid 1985 to mid 1987), the state retained its strict control over the press, with few sticky or ill questions being discussed in public, to match the overall optimistic official line. Everything changed sharply in 1987, with the system of control over the press beginning to disintegrate. All of a sudden, all political forces of the country, both reformist and conservative, showed deep interest in discussing crime problems.


The reformists tried to demonstrate that  official propaganda depicting the current situation in the country as stable and happy was altogether mendacious. The partial declassification of crime statistics, together with relevant comments, proved to be one of the most important propagand weapons of advocates of   reform.  The then opposition press, such as Moscow News, Ogonyek, Argumenty i Facty (Arguments and Facts), began to allow  space for material on crime, judicial and penitentiary systems, and the communist GULAG. To sum their stance in this period, the overall picture was as follows:  there was neither normal rule of law in the country, nor independent courts; the law-enforcement agencies were virtually institutions for repressing civil rights, being controlled by neither society, nor judicial  bodies. With the penitentiary system inherited from the Stalinist period, prisoners’ rights were permanently violated and conditions of their confinement were horrible. Organised crime not merely existed in the USSR, but it was, moreover, a whole world in itself, with its own laws and views on life, somehow connected with the world of power, the latter being nothing more than a huge mafia having society under its full control. The Soviet state itself was criminal, hence the crime problem was the central problem of society.  The opposition press being fantastically popular in the years of perestroika (at the time, the weekly Argumenty and Facty had a print run in exess of 30 million copies, and the magazines Ogonyek and Novy Mir,   more than one million copies), one can easily imagine what a response was aroused in society by an utterly new type of discourse.


Magazines and newspapers appeared full of memoirs of former prisoners, both political and criminal, about awful conditions in Soviet prisons and concentration camps, and gross violations by law-enforcement agencies and courts. Not only state convicts, but also criminals soon turned to be heroes fighting against the criminal state.  All in all, this stance was very much like the above-mentioned stance of the liberal enlighteners of the 18th century, since Soviet liberal practitioners, likewise, considered the amount of crimes committed by the state to be far exceeding that committed by individual citizens. As an ultimate manifestation of this attitude, Novy Mir, the stronghold of the opposition intellectuals,  published a criminal’s memoirs about his days in a prison for juvenile delinquents. The conditions of life in confinement  were depicted as being so horrible that the author’s unbending, in defiance of reason,  resistance to the authorities, his rebellion and hatred towards society  seemed not only justifiable, but the sole means to preserve his dignity.


“News from prison” began to be regarded as an almost existential matter. The tradition of Dostoyevsky’s “man from the underworld” came back to life. The fight for human dignity in prison was the main theme of a great number of dissident publications which appeared during that period.


Interestingly,  this new discourse somehow eroded the recollection of the inherent opposition of political convicts to criminals that was so characteristic of Soviet GULAG, wherein the administration continuously utilised criminals for humiliating political convicts.


The overall social situation in the Soviet period was depicted in existential tones, with the stance of the “man from the underworld” - who would not give a damn for a  “crystal palace” just because such was his own free will,  and would strive to preserve his freedom of choice at any price, in defiance of any “imposed” reason, - was considered by the opposition press to be the sole worthy stance under a totalitarian regime. 


For all that,  this view tended to erase the difference between the “man from the underworld” disappointed in everything except his own rebellious action, i.e. the criminal, and the one who aspired to induce social and political changes, and eliminate totalitarian domination through reform. The rebellion of the “man from the underworld” is a rebellion of despair, lack of faith in the possibility of  rational changes, which ends up in a lack of faith in rationality in general. After all, such a rebellion could be interpreted as a purely ethological phenomenon, as the last fight of a rat driven into a corner. It is in this sensation of hopelessness of any fight, in this “courage of despair” that we can see something common to both the criminal, driven into a corner by  state terror, and the intellectual, driven into a corner by  totalitarian terror. The rationality, being imposed through ideology, produced a dramatic effect by wiping off the psychological borderline between free-thinking and crime, so that a criminal began to be regarded as a hero.


This phenomenon is not peculiar to totalitarian societies. It is not a matter of totalitarianism as a social system, with its unlawful repressive methods, but a matter of the total imposition of any rationality whatever.  In this regard, the “New Lefts” in West Europe and the USA, who, in their protest against the imposition of the “technocratic rationality”, came to justify  the terror of “Red brigades” and the like, seem analogous to the Soviet  “radical intelligentsia” of the perestroika period, with its readiness to justify any kind of resistance, criminal included, to a regime that would repress human free will. Both viewpoints are based upon an extreme anti-institutionalism, an unwillingness to recognize institutional restrictions within which repressing the free will of one person is a prerequisite for securing freedom of another.  In other words, it is an unwillingness and unability to regard freedom as a guarantee of rights, and not  as  all-permissiveness.


The result of this in the USSR during perestroika proved to be quite dramatic inasmuch as public opinion, in the persons of “radical democrats”, swayed towards justifying any action directed against a totalitarian state. Hence, the moral justification for political corruption, explicitly stated by prominent “democratic” politicians ; and hence still, the tacit consent to the criminalisation of “new business”, further substantiated with the argument  about the necessity for the period of “primary capital accumulation” (wherein the intelligentsia, ever rejecting Marxist  dogmas, managed to fall into the trap of Marxist ontology). Though the system of values had been replaced with an opposite one, the situation was still conceptualised in Marxist terms.


The social consequences of such opposition of the intelligentsia, who took the position of the “man from the underworld”, to the state, who kept imposing the “socialist  rationality”, were really tragic.  After Russia’s “radical democratic revolution” of August 1991, the whole of society got criminalised impetuously. The scale of street violence, criminal showdowns in business, and corruption of power bodies surpassed all expectations.


This time, it was not  intelligentsia’s freedom, but the life and property of common people that was endangered. In horror, society swayed in the opposite direction. Many of those who had been “radical democrats” shortly before, now changed their political orientation. The discourse on crime assumed a wholly different character. Now, compared to the early years of perestroika, other political forces engaged in depicting the horrors of the underworld, criminal showdowns, and everyday life of organised crime. The main motive of these publications was - “look, that is what the democrats have reduced the country to”. Public opinion swayed from extreme liberalism to views exclusively traditional in  Russian political culture, such as “criminals should be shot without trial”, “there should be no mercy to them”, “the regime of serving a sentence must be made as severe as possible” and so on.  Surprisingly, the interests of common people, who longed for the quiet times of “stagnation”, coincided with those of the new “democratic” state, who would not recognize any institutional restrictions and would, essentially, act within Russian tradition, as well as with the interests of the new “communo-patriotic” opposition, whose main point consisted in continuous accusations against  the “criminal regime”.


For all major political forces in Russia, except the civilised portion of new business and the westernised portion of older political elite, the slogan of “fight against crime”, in essence, became an argument for reverting to customary methods of public administration. Those were the methods that required neither  any change in operational habits on the part of the administration, nor a repudiation of the common ontology on the part of the citizens - the ontology which ran that crime was self-evident, and there was no need in securing procedural guarantees for the accused since the latter was a criminal. For the same reason, there was neither need in caring about him after conviction. “A thief must be sent to prison” was a phrase from a popular movie, whereby its main character, an inspector of a criminal investigation department, justified his unlawful behaviour towards a detained pickpocket.  Allegedly, what was merely needed, was to give more powers to law-enforcement agencies and take measures against the liberalism of judges who might  acquit the accused for lack of evidence or for breaches of procedure during investigation.


By December 1992, at the VII Congress of People’s Deputies of Russia, the problem of combatting crime became one of the central issues of Russian politics, having induced an unprecedented unanimity among the Deputies, who had been divided over all major issues before.


In their speeches at the Congress, V. Barannikov, Minister of Security of RF, V. Yerin, Minister of Internal Affairs, V. Stepankov, Prosecutor-General of RF, and Deputies A. Aslakhanov and A. Gurov outlined an apalling picture of the total growth of crime in the country.


According to  Yerin,  a total of 2,480 thousand crimes were recorded in 1992, including 8 thousand with the use of guns, 3 thousand armed attacks on homes, enterprises, shops and vehicles, 117 thousand economic infringements. At the same time, the expert estimate of the total number of crimes was much higher - around 10-12 million crimes, which meant that over 80% of crimes remained unrecorded. Some 17 thousand people were murdered (from  Gurov’s speech).


Also, Gurov adduced an interesting correlation between the crime rate in Russia in 1992 and before 1917 (i.e. before the Revolution). Before the Revolution, about 140 thousand  thefts were committed annually, while in 1992, a good 1.3 million thefts were recorded.


According to Deputy  Aslakhanov, from January through October 1992, 3,047 criminal groups were detected, with 13,348 members. 


The picture depicted by the speakers was certainly most impressive, but of particular interest were their explanations for the crime situation of the day.


Aslakhanov called the current state a crisis of legality, wherein violation of law had become a norm. But at the same time he pointed out the imperfection of the legislation which failed to provide the law-enforcement agencies with adequate means to combat the mafia. Aslakhanov also claimed that the growth of crime had resulted from overall state policy which entailed the criminalisation of business,  the cessation of financing sports and children’s organisations, etc. By his estimates, some 40% of entrepreneurs and two thirds of businesses were involved in corruption, whereas 60% of managers of state enterprises engaged in business, notwithstanding the official ban.


All the speakers agreed  that one of the major causes of such a grave crime situation was the lack of personnel and funding in law-enforcement agencies. Besides, they pointed  to the growth of the most dangerous forms of crime, such as drug business, bank frauds, infringements of  the regulations governing export of raw materials, through which  Russia had lost $ 26 billion, by Aslakhanov’s estimate (or $ 20 billion, by A. Rutskoy’s estimate).


It is hardly necessary to adduce here all the figures and calculations mentioned at the Congress. On the whole, it was clear that, by the end of 1992,  the discourse on crime in Russia had entered a new phase, with the problem being carried over from newspaper pages onto the pages of verbatim records of parliamentary and governmental meetings. A competition between conflicting political forces and institutions began for “appropriating” this discourse. Initially, it was the parliament, with the opposition playing a leading part in it, that scored a success.


In early 1993, Vice-President  Rutskoy, supported by the parliament, accused President Yeltsin and the Government  of  doing nothing to combat corruption and announced that he himself was in possession of dozens of suitcases  with documentary evidence against corrupt officials.  In response to this, the president set up a commission on crime whose first move was to accuse Rutskoy of holding a large money deposit on the account of a firm registered in Switzerland. The case of “Rutskoy’s trust” turned into a real scandal after the Moscow Public Prosecutor’s Department  dismissed it saying that the documents presented by the presidential commission had been falsified. The crisis was defused with the promulgation of presidential Decree ¹1400 on the dissolution of the parliament, followed by Rutskoy’s removal from office and arrest on quite different grounds. The case of “the trust” was finally dismissed  only after the participants in the events of September-October 1993 were granted amnesty and Rutskoy was released from confinement.  Still, it remained a vivid evidence that criminal accusations in Russia are, as ever, an instrument of political struggle.


After the dissolution of the parliament, president and the government managed to utilize the discourse on crime for the consolidation of their power and the strengthening of the law-enforcement agencies  whose activities, once again, grew unlawful with the promulgation of president’s Decree on combatting organised crime (signed in Summer 1994).  The latter roused indignation among the democratic press  who maintained that the decree was in direct contradiction with the Constitution, but these claims remained completely ignored by the power.  No appeal against the decree in the Constitutional Court was possible at the moment of its promulgation because the Court was then inoperative (since a few judges still remained to be elected by the Counsil of Federation), while later, after the Court got down to work, no one actually expressed a wish to revert to that question.


Studying the discourse on crime in Russia from 1985 to 1995 shows that  it  was extremely  politicised throughout.  Its main purpose consisted in a search for arguments in the struggle between political rivals over the influence on public opinion  rather than in an actual clarification of the state of affairs and elaboration of measures against crime.


Each time the political conflict between communists and democrats, legislative and executive power bodies, Public Prosecutor’s Department and courts, government and business got aggravated, the crime problem proved to be of paramount importance in elaborating arguments by each of the conflicting parties.  Thereby, the crime problem eventually turned into an instrument of intimidating people and, essentially, of the bureaucracy’s struggle against civil rights, for a reversion to the traditional unlawful system, so characteristic of Russian state.


Now the media increasingly propagate the idea that rules of procedure, being insufficiently provided by the existing law, while indispensable as a means of citizens’ protection against arbitrariness of the power,  actually impede the combat against crime, and that the citizens face an alternative -  either to live in a safe, but unlawful state, or to live in a lawful state, but under constant threat of crime. In fact, such an alternative simply implies that Russian law-enforcement agencies, through lack of qualification and funding, are not in a position to operate efficiently while adhering to the law and civil rights. Of course, there is some grain of truth in this alternative since a lawful state is an expensive thing and requires much organisational effort.  The threat of a new turn of unlawful state development in Russia is being further strengthened  by the expansion of “grey zones” due to uncontrolled growth of  administrative power, and hence by the further expansion of organised crime which amalgamates with the administration, just as it was in the Soviet period.


In this regard the “lawful” option, however expensive and running counter to Russian cultural tradition, is a means to prevent  the formation of a “mafia state” in Russia.  Unfortunately,  today only a few of the politicians (namely, the non-communist opposition) dare to uphold this very  option, whereas the major political forces - the administration, as well as the communist opposition - keep preferring political expediency to lawfulness.


�
Chapter 6�Criminal Communities in Russia


Don’t hurry to fire at our backs,


You still have a lot of time to do it.


You’d better let us finish the dance,


You’d better let us sing the song to the end.


From a popular song�by “Chaif” rock group


( 1. Territorial Criminal Groups


Criminal groups are usually born in secrecy. Some of them, for instance, the Sicilian Mafia, have their roots in the depths of history. For some others, which appeared only in 20th century, somewhere in Chicago or in forests of Columbia, the history of their formation may be a ready plot for a detective movie rather than an object of journalistic or scholarly investigation: too dark and terrible are the first steps of these “alternative powers” to speak about them in a loud voice. Perhaps only in the archives of special services, one can find something like stories from the past of criminal groups. 


Our case is, by all evidence, an exception. In the USSR during perestroika, the structures of organised crime developed under close attention of the press that, once having liberated itself from censorship, immediately discovered this fascinating topic. Starting from 1987 to 88, journalists of different media published a great deal of articles about rising criminal groups, interviewed their leaders, and thoroughly questioned their members about their life, opinions, and interests. As I have already said, journalists tended to treat this “movement” in the context of liberating the human personality from the yoke of the totalitarian state. The mood of these publications was rather sympathetic; the authors tried to comprehend the truth of the interviewees, putting the blame for their broken lives on the inhumane regime that had threatened people with GULAG. To a degree, the reporters even admired their interlocutors who had been braver in their protest than the intelligentsia.


Here is only one example. A journalist of “Ogonyek” weekly (very popular in the late 1980s) who had learned from a conversation with the leader of a teenagers’ gang in Kazan about attempts made by local authorities at creating youth squads to struggle against crime, wrote: “Say whatever you want, but there are now two fights being waged in Kazan. One of them, with knifing and bloodshed, is in full view of the public. But the other is even more awful. It is a hatred-arousing fight that has divided Kazan into “rotten” boys and good ones stirred up against each other by their adult parents” [1]. 


To understand what was meant by “rotten boys”, one should first consider the “Kazan phenomenon” itself, which was perhaps the first sign of a strange and unusual social process - the formation, first in some Volga cities and then all over the country, of “territorial criminal groups” [2]. 


The first youth gang appeared in Kazan in 1978. After numerous, and mostly purposeless, assaults against citizens (in total, the gang committed 61 crimes) the members of the gang (27 persons, 8 of them under age) were arrested and convicted; the gang’s leader was executed by shooting. But for the city’s teenagers, the gang became legendary, and the principles of its organisation were repeatedly imitated later on. 


By the mid-80s, the city territory had been already divided between 63 (an official estimate;  non-officially, above 100) groups numbering several thousands of members. It was then that the idea of “alternative state” was first mentioned by a student of the phenomenon: “The power and influence obtained by the criminal groups are due, above all, to the strict discipline, good organisation, and mass character of the gangs. In fact, a gang is a kind of a state, with its own hierarchy, law, and norms of life” [3]. 


Kazan groups were organised on a purely territorial basis. Each consisted of four age groups, from the so-called “peel” (12-14 years) to “elders” (above 18 years). Each group fully dominated its territory getting a tribute from children and teenagers who were not its members. The goal of a gang, however, was not a racket or robbery, but a war against neighbour “enemy” groups. The latter fact was the most puzzling for the students of the Kazan phenomenon. It was learned from interviews with leaders and members of the gangs that the main factor which brought them together was a “boredom” of their life in the city. Thus, one of the leaders confessed that he had a dream to open a cooperative video salon, because there was only one cinema in the neighbourhood, where the same movies  were shown  month after month. The showdowns between the gangs were unbelievably cruel. Every month gang membbers were killed or badly injured, the main weapon being sharpened iron rods. 


The young gangsters spoke enthusiastically about the psychological atmosphere within the gangs that gave them a feeling of fraternity and security. At the same time, they demonstrated a kind of  blind hatred towards “enemy” groups, a hatred that they were unable to explain, though.


Journalists who wrote about this remembered their own youth and yard scuffles of the 1940s and 1950s, when similar phenomena had emerged  in many large cities of postwar Russia, and were even somewhat touched by this peculiar romantic manifestation of teenage friendship.


However, in Kazan the phenomenon evolved to the scale of real war. In 1986, over 1,700 teenagers’  fights were reported to the city militia, and in 1987, over 500. The measures taken by the authorities - street patrolling by order squads, special details of militia - had no effect. Soon the phenomenon spread all over the Volga region, and  the gangs began visiting Moscow (the Kazan railway terminus in Moscow became an unsafe place). Making their raids into Moscow, the groups usually demonstrated no purposeful criminal activity. In most cases, they simply behaved as hooligans, robbed teenagers like themselves of small sums or assaulted random passers-by. 


There are many striking features in the Kazan phenomenon. Among them:  its sudden emergence; the enigmatically high level of organisation which made many analysts hypothesize the existence of strong criminal forces behind it; the motiveless and unbelievable cruelty of clashes between the gangs; the extraordinary devotion of members to their groups. To our mind, this phenomenon should not be considered as purely social. It looks as if it was rather a manifestation of human ethology, of those basically biological characteristics of  man that have been inherited from remote ancestors of mankind. 


It makes little sense to feel moved by relations of “friendship” and mutual aid allegedly established within the gangs. They are nothing more than manifestations of an ethological hierarchy; indeed, it was not incidental that Lorentz, as I noted above, so consistently emphasised similarities in behaviour of people and rats.


Strict division between “us” and “them” depending entirely on the habitat; rigid age hierarchy; cruelty and complete self-oblivion in fights; hatred deprived of any visible “human” cause - all these have no other meaning than a reversion to primitive forms of social organisation and behaviour. 


Of great interest are the conditions under which such reversion can become probable. Similar rules of behaviour and organisation tend to evolve in prisons, and sometimes in the army. In particular, a phenomenon of the same kind, the so-called dedovshchina�has been  witnessed in the Soviet and then Russia army starting approximately from the 1960s. The only difference was that, instead of many competing hierarchies being at war with each other, a single hierarchy emerged there. That single hierarchy, however, was based on the same principles. 


Clearly, the conditions for a behavioural regression include stress, limitation of freedom to move, isolation in a small group, as in a prison or in the army. Why, however, did this effect reveal itself on so large a scale, in the big city and then in the whole region? To our mind, here it is appropriate to return to the idea of “grey zones”. A “grey zone” breeds the marginal man, i.e. a person deprived of both goals and any means to achieve them in the framework of society at large and civilisation as a whole. Quite natural, then, is his desire to find his own “small” civilisation consisting of marginals like himself. It is within this “small” civilisation that he can pursue his goals - to become a leader, to win the respect of the group of people surrounding him. In striving for this goal, the marginal man rejects the rules of the game that are imposed on him by the “large” society he hates; those rules give him no chance to succeed. He rejects the “large” society on the same grounds as the hero of Dostoyevsky’s “Notes from the Underworld”.


But what, besides instincts, can substitute for those rules elaborated by a long and painful historical experience?


Instincts bring the marginal man back to his ethological cage. He finds himself in a zoo - not metaphorically, as  Morris put it, but in reality. His instincts of a social animal crush and destroy culture; thus the marginal man reverts to his biological nature.


Without any doubt, Kazan teenagers of the 1980s were typical marginals. Owing to the ideologised policy of the power, they had been deprived of very essential elements of the then evolving teenage culture (rock music, attractive Western movies, stylish clothes), which had been driven into the “underground”. All their life had turned into a “grey zone”: what they strove for was prohibited or inavailable; what was imposed on them was unacceptable.


The result was the large-scale marginalisation and (as a spontaneous natural phenomenon similar to crystallisation of supercooled liquid) widespread behavioural degradation, the emergence of archaic, purely ethological hierarchies, and the triumph of instincts over culture. Being humans, Kazan teenagers tried to comprehend and rationalize their behaviour - and, to their own astonishment and greater amazement of journalists and sociologists, were often unable to do so�. 


Soon after the Kazan phenomenon had been witnessed, something of the kind happened again, this time in the Moscow region. Here, in one of Moscow satellite cities, called Lyubertsy, a teenagers’ movement by the name of “Lyubera”� appeared. Those guys spent most of their time in semi-legal body-building clubs where they “pumped iron”. They were unnited by their hatred of “punks” and “long-haired ones”. Usually they wore T-shirts (to demonstrate their muscles) and loose pants; cut their hair short or closely to the skin; and made periodical raids into neighbouring Moscow (very easily accessible by commuter trains going every five or ten minutes) “to beat punks and fans of Heavy Metal”. They emphatically hated everything foreign, and sometimes pointedly used Soviet symbols - the military uniform without shoulder-straps, five-pointed stars, etc. The latter fact gave journalists who speculated about Lyubera some reasons to hypothesize that the movement had been instigated by Soviet secret services as an instrument to fight “bourgeois ideology”.  That was hardly so; a simpler explanation seems more plausible. Marginal teenagers who lived very close to cosmopolitan Moscow developed a different (from that of Kazan teenagers) rationalisation of their purely instinctive response to their life in a “grey zone”. Their rejection of “bourgeois culture”, which was clearly gaining the upper hand in Moscow was just a form of disregard for “crystal palace”. As to the nature of their “grey zone”, it was similar to the others. The passion for body-building had not been welcomed by the authorities, and the body-building clubs had been driven into the underground (often in a literal sense too), as well as the eastern martial arts clubs. The latter-type clubs had been legalised for a short period in the late 1970s, whereupon prohibited again under  threat of criminal penalties. Later on the authorities perhaps strongly regretted that they had created this particular “grey zone”, because the underground karate schools became natural centers  for groups of racketeers to conngregate. 


By the end of the 1980s such cities as Moscow, Saint-Petersburg (then Leningrad), Ekaterinburg (then Sverdlovsk) and some others appeared, as Kazan before, divided into spheres of influence by criminal groups. Those groups, however, by no means consisted of teenagers. Interestingly enough, in Moscow the criminal groups were mostly of suburban origin (Solntsevo, Lyubertsy, Shchelkovo groups and so on) and, probably, had really grown from teenagers’ groups utilised by criminal “authorities” for their own far-reaching goals. Frankly, the “privates” of the so-called “Russian mafia” do not differ greatly from ordinary workers in plants surrounding Moscow. The only difference is that “mafia soldiers” are better paid (by some evidences,  not by that much , approximately US$200-300 per month). 


These groups, in particular, control liquors-selling kiosks, as well as markets, especially those of manufactured goods and second-hand cars. They do not cause much trouble to private citizens (as is usually the case for any “mafia”); rather, they try to impose order on the territories they control. Naturally, they struggle for spheres of influence; especially fierce were their showdowns� in 1992-93, at the time when small trade was rapidly growing. Now that mafia street showdowns are not so common, we may assume that the spheres of influence have been probably divided. 


Nevertheless, according to militia and journalists’ reports, the struggle between territorial and “ethnic” groups, the latter mostly dominating food markets, goes on (it is worth noting that these two types of criminal groups differ very much  in their structure and activities). 


( 2. “Ethnic” criminal communities


Immediately after the beginning of “perestroyka” a new phenomenon emerged i.e. ethno-criminal groups. The criminal activity of these groups was related mainly with small business- this period  witnessed the legalisation of cooperative enterprises  in the USSR. It wasn’t a simple task to start a business in a country where for decades  private economical activity was oppressed; where the appropriate pieces of legislation on property right , taxation, even the civic code were absent. Private commercial activity in the USSR was illegal according to the criminal code (except some rudimentary individual forms). When the law on cooperative enterprises was implemented it wasn’t clear to what extent it would be possible to expand commercial activity without violating existing legislation. During several years there was an acute conflict within the government and the public sphere on how to control “speculations”. The economical effectiveness of cooperatives was rather high. In 1987-1988 there was an explosion of cooperative economics. As we mentioned above,  reaction of the state bureaucracy, directors and senior managers of the state enterprises, local administration was rather negative. A war against cooperatives has begun.


Several notes seems to be very important to understand the causes of formation of “ethno-criminal” groups in this period. First is related with certain features of soviet political culture. Trade and any economical activity in private sector (some sorts of such an activity, like production of food on small pieces of land, usually several hundreds square miters given to peasants by collective farms were allowed) wasn’t considered as prestigious.


Therefore when it became possible to create cooperative shops, restaurants and so on in big the cities only marginal groups of the population were eager to do this. In cities of Central Russia, Ukraine, Belorussia these marginal groups were represented mainly by people from underdeveloped regions and republics, especially from Caucasus and Central Asia. There existed in Soviet Union a kind of unofficial hierarchy of ethnic groups (never acknowledged openly), where “big” ethnic groups of Slavonic origin and Baltic nations were considered as respectable, but others, especially ethnic groups from the southern borders - Azeri, Chechens, and many others -were considered as “underdeveloped”.


The official position was different- the doctrine of socialist internationalism presumed equal respect for all nations. But a kind of inequality existed also on official level - the right to create its own state differed very much for different ethnic groups. A bit more than one million Estonians had a sovereign republic but the same number of Avarians lived in autonomous republic of Daghestan without such a right. 


A kind of racism became widespread in Slavonic parts of the USSR people from south regions of the country were called “black” because of their black hairs and the sunburn skin.


But just because of these circumstances the ethnic groups from the South had many advantages in business activity. Being a minority they may easily create a social network to support an enterprise - to receive licenses, to collect initial capital to find access to state structures trough members of their community respected by the local administration and governmental institutions in the central part of the country. 


Being marginal they were not afraid of doing “dirty” job, become seller, then shopkeeper, having contacts with shadow economy and corrupted administrators.


Many of such marginal people already came trough jail, finding there contacts with criminal groups and “godfathers”, understood well how to deal with criminal community.


An important factor was the  existence of  strong kinship relations within these groups. Among Caucasian highlanders the kinship relations are so tight that even now most aspects of social and political life are controlled by them. The famous “taipa” in Chechnya and Ingoushetia - big families of hundreds of people having a common ancestor [14] and similar social institutions in other ethnic groups of highlanders are of enormous importance in the whole social life. All members of taipa in Chechnya  are considered each others as “brothers” and all people outside of taipa as foreigners. Between taipas there is nothing common except language, neighborhood and tribal relations.


What unites taipa are not only kinship but strict rules of mutual aid, exogamy, collective ownership, collective cemetery and a custom of blood revenge [15].


Some other ethnic groups before Russian conquest of Caucasus had more developed feudal-like social institutions, others like Georgians well established medieval states. Nevertheless features of tribal life were preserved outside if cultural centers along the whole region.


After several decades of Soviet rule traditional types of kinship relations were partially destroyed but not enough to prevent the rapid development of specific family business in new political conditions of perestroyka.


Members of social networks created on the ethnic base of  had other important advantages. They sheared common views on the nature of social life, they had experience how to secure contracts on the ground of personal responsibility - not before the low and authorities but before the old ethnic tradition of severe punishment for violation of personal agreements. 


Another advantage for these groups was the language. It provided an opportunity to have secret conversations in crowded places and by phone without additional security measures. Nobody in Central Russia could understand exotic languages of North Caucasus sometimes practice only by several thousands or even by hundreds of people.


In South republics of the Soviet Union traditions of private business were preserved much better then in Central Russia. The Soviet regime was established in these regions only in the middle of twenties in the period of the “New Economic Policy” and without extremely bloody civil war which destroyed totally the institute in private property in Slavonic regions of the country and massive exodus and execution of businessmen.


In the South parts of the Soviet Union the level of repression against the small business was not so high. Thinking about possible ethnic tensions Soviet authorities were afraid of hard measures against the private economy. Repressed were mainly representatives of political and cultural elite. The policy on national problems in USSR took into account some features of so called national specificity. Just in Caucasus and the Central Asia underground private enterprises were tolerated also because of the high level of corruption of local authorities. In fact many state industrial enterprises were unofficially “privatised”. Their directors used essential part of the income for their own needs and  paid money to local bosses not as a bribe but as a kind of “private taxes” similar to feudal rent.


Immediately after the official permission to create cooperatives just these south regions of the USSR became champions of cooperative movement. They also established domination over food markets in the main part of the country.


In Moscow, for example, most of the big kolkhoz markets felt immediately into the hands of “ethnic Mafia”. The purpose of the activity of these groups seemed not to be criminal. It was simply the usual commercial activity. But the means these groups used to control the market competition were criminal. They created special armed groups to protect themselves but actions of this private security was very difficult to distinguish from organised crime.


Criminal aspects of the “ethnic” commercial activity was visible particularly in big cities. Moscow local authorities have begun to react after several years of total chaos and disorder which followed the decay of the USSR. When the state of emergency was implemented in Moscow after the October events in 1993 the first target for militia were  citizens from the former Soviet republics, so called “the Near Abroad”, and people from the North Caucasian republics of Russia. Many of them were arrested and expelled from Moscow without any legal grounds.


 A permanent struggle still exists between the local criminal groups and “ethnic” ones. This struggle continues with changing success till the present time.


( 3. The Problem of Corruption


Debates about possible ways to curb  corruption have been told in Russia for many years. Law-enforcement agencies have been pleading the lack of a special law against corruption and vagueness of the term “corruption”, though Russia’s criminal code, as is widely known, contains articles providing against bribery. These articles, however, do not work. The only way to prove the fact of bribery is to resort to provocation (giving marked money as a bribe, or making a video film), which is possible only in case one of the parties is not satisfied with the deal, e.g., in case the  bribe is extorted. Real situations mostly belong to a different category. Therefore, although power institutions in Russia are generally believed to be strongly corrupted, the revealed cases of corruption are few. But the main reason why corruption goes unpunished is that it is by no means necessary to give money from hand to hand to influence the decision made by a bureaucrat. There is a plenty of relatively clean ways to reward the one who has facilitated the necessary decision as far as many people in Russia combine their work in power bodies with commercial or consulting activities, travel abroad at the expense of various sponsors, etc. To control every tie of this kind and prove that the decision has been made in payment for a certain “compensation” is practically impossible. 


Attempts have been made repeatedly to introduce various forms of strict control over bureaucrats’ incomes (in particular, to oblige them to fill in declarations of income, or to control their expenses), but all those suggestions “sank” in bureaucratic procrastination or, as was the case of the Law against corruption adopted by the Supreme Soviet in Summer 1993, were rejected on this or that reason by the executive power. 


Therefore a question arises: does a universally accepted view on corruption really exist in this country? To put it another way, is it true that the majority of citizens do consider corruption of functionaries as a crime?


To shed light on this problem, we have to turn to debates about forms and methods of transition from communist regimes to democracy and a market economy that were conducted in the West in the 1980s, and in the USSR and Russia in the perestroika years and later on, when  radical economic reform started. The principal question of the debates was: how to make the ruling nomenclature in the countries of “real socialism” agree to  radical reform, whereupon the nomenclature is doomed to lose its power? 


In this context the idea was born of “power buyout”, i.e. exchanging power for property [6]. According to this idea, democratic movements must reward the nomenclature with a certain proportion of state property for its readiness to leave the political scene. The idea as such seemed rather sound, but its authors and proponents probably had a poor understanding of the mechanisms of its practical realisation. How should the negotiations concerning such exchange  be organised? Who should participate in the negotiations? What powers should the negotiators be furnished with, and by whom?


In more or less plausible form this idea might have been realised, say, in Poland in the 1980s, where both “civil society” and “the state” were represented by relatively well-shaped political forces, “Solidarnosc” and the government respectively. To a degree, it has been realised indeed, through the “round tables”, first in Poland and then in some other countries of Eastern Europe. 


One can argue how representative the democratic movements that participated in those “round tables” were, but it is clear that, although the representatives of “civil society” had not been formally elected, they obviously had the support of the masses. 


Nevertheless, the basic question remains open: is it possible to claim that the democratic movements had received a mandate from society to be in charge of the property accumulated? This property was created thanks to efforts of society as a whole, by the totalitarian regimes through the tax mechanisms and direct appropriation of labour of millions of people 


While in most East European countries the transfer of power had relatively civilised forms and resulted from “round table” negotiations, in the USSR and  countries such as Romania and Yugoslavia the development was not so successful.


Without civil society institutions consolidated as a political force (at least, as a movement with a positive programme), no transfer of power through negotiations was possible. In Russia, political power dropped into the hands of democrats incidentally, as a result of the abortive putsch  in August 1991. 


All attempts to organize something like a “round table” before 1991 failed; the state, in spite of its reformist aspirations, would not admit the idea of equal talks with representatives of  society. After the August 1991 victory, the need for a “round table” supposedly fell away, in that  power had been not transferred but forcefully seised as a result of a “mini-revolution”. 


Having found themselves in power, the democrats faced an unexpected dilemma: what is to  do with the nomenclature? Without the latter, it was not possible to maintain state administration since the democrats had no administrative personnel of their own. But, if the nomenclature was left in power “under democratic control”, then how to make it function properly under new conditions and pursue a new political course? The decision was found in an “alliance” with that sector of nomenclature which agreed to it, having been attracted by the prospects of appropriating a portion of state property [7]. 


Such form of interaction between the democratic policy-makers and the older elite, however, did not allow to call it a “buyout of power”. What happened was rather an extension of powers of the older elite which received a portion of “new blood” personified in the democrats. From a moral point of view, of course, such a deal between the top of democratic movement and a part of former Soviet bureaucracy raises many questions. Did those who supported the democrats at their meetings agree with this policy? On behalf of whom Yegor Gaidar and Anatoly Chubais did repeatedly state that it made no difference in whose hands property would go and the only thing really important was to put new economic relations and market mechanisms into action [8]? On behalf of whom Gavriil Popov, than Mayor of Moscow,   admitted the right of functionaries to reap profit from administrative duties (this position was repeated  by Popov in his teleinterwiew to Moscow TV channel December 17 1996) ? This policy resulted in a sharp decrease in mass support of democratic politicians who came to power after the defeat of the August putsch. The democratic electoral association “The Choice of Russia” lost the elections in December 1993, and its successor, “The Democratic Choice of Russia” virtually disappeared from the national political stage after the elections of December 1995. 


Thus, the idea of a “power buyout”  resulted in the total corruption and extension of powers of that medium stratum of the former Soviet bureaucracy which in the Soviet period had been controlled by Party committees and law-enforcement bodies. Under new circumstances, the older control structures collapsed without being replaced with a control by representative power bodies. As a matter of fact, the events of October 1993 meant a decisive victory of the medium stratum of post-Soviet bureaucracy which, after the disbandment of Soviets and under the cover of the new Constitution, ultimately got rid of any control on the part of society. 


In the absence of civil society, the transition to a new political regime turned out to be a total victory of the post-Soviet bureaucracy. However, this victory has got a long pre-history, and the present mean outcome of the conflict between the state and society, with the former extending its authority by taking possession of national economy de jure, and not only de facto, as before,  was perceptible long before, as early as the years of perestroika. Of course, the criminalisation of the bureaucracy could also have (and often did have, as many analysts and journalists claim) a clear political meaning. It is much easier to administer (more precisely, to defy the law) resting upon a “criminalised” bureaucracy than upon bureaucracy that is “rational” or even “particularist”. And it hardly needs any proof that both in the USSR and  present-day Russia a real administrative activity is, to a great extent, a practice of defying  law. One can easily refer to the communist practice of violating the constitutionally stipulated civil rights, or the recent practice of ignoring the legislative activity of Russia’s representative power under the pretext that the laws adopted are “impracticable” (a ready example has been provided by numerous ill-fated laws and decrees concerning the restoration of individual savings depreciated through the economic reform of 1992).


With a dossier being kept on every “criminalised” bureaucrat, which  allows to dismiss and perhaps even repress him/her at any time, it is much easier to ensure obedience on the part of the bureaucracy. 


The atmosphere in which such an attitude to corruption began to spread first formed in the perestroika years, when state functionaries got legal chances for enrichment through cooperatives and privatisation.


We already  mentioned of the pressure which was placed on cooperatives after the first triumphs of the cooperative movement in the USSR in 1986-88. Alongside the “timing” of independent cooperatives, forced to seek for state or municipal protection, bodies of state administration and local authorities began to set up cooperatives of their own which duplicated their functions (in preparation and legalisation of various documents, above all), but for money.


So anyone who addressed a state institution in order to obtain  permission, or official registration, or any other document, the legalisation of which presupposed some work on the part of administration, faced a dilemma:  either prepare documents him/herself,  redoing them over and over again, and then waiting for a long time before the decision is made, or resort to the services of the cooperative under the auspices of the same administrative body and, having paid, to get necessary papers without any trouble and delay. Anyone acquianted with the habits of the Soviet bureaucracy knew the solution: you have to pay; especially since the payment required was quite reasonable. It goes without saying that in most cases the people working in cooperatives were just the same functionaries of administrative bodies whose official duty was to work with the documents.


Despite its moral ambivalence, this new situation was met by most of the citizens with a sigh of relief since it was much easier to pay than to face endless refusals. But, no doubt, the moral climate in administrative bodies suffered considerably, and moreover, an attitude settled that corruption was something quite natural . After administrations were replaced in a number of large cities in 1991, new “democratic” authorities openly declared that functionaries, whose salaries were usually rather low (after the beginning of the economic reform, through the  depreciation of the rouble and tremendous deficits in state and local budgets, they virtually worked gratis), had the right to a reasonable remuneration for their work at  the clients’ expense. It is absolutely clear what impact such statements had on functionaries of administrative bodies, and  in which direction their interests were thus re-orientated. 


The ideological connivance at corruption was accompanied by a number of institutional changes that, irrespective to ideology, should have inevitably led to a considerable growth in corruption. The first in the list of those changes was the  practice of licensing the export of raw materials and products in their primary processing stage (raw oil, fuel, ferrous and nonferrous metals). After the catastrophic depreciation of the national currency in November 1991 - January 1992, this type of  export became fantastically profitable.


The prices on raw materials, although growing, were still close to those of the Soviet years, while the rate of the rouble dropped by tens and then hundreds times. No effective control which would ensure a return of sums obtained from export existed. Contracts were concluded at ridiculous prices, which suggested payments of large sums, not fixed in contracts, directly to the Russian signatorits of contracts [9]. 


By different estimates, the illegal export of capital from Russia, in line with  this scheme, amounted to $US10-50 billion, in January-March of 1992 alone. It was only in 1994 that a rehabilitation of more or less effective control over the return of payments for exported goods began. 


Another practice of the same sort was that of granting tax privileges to “selected” agents of economic activity. Among the first grantees were organisations and foundations of Afghan war veterans and sportsmen (in the latter case, in view of the necessity to support sport as a factor of national prestige). 


Those privileges led to tremendous losses of budget revenues, because the above-mentioned organisations soon became engaged mostly in import of liquors,  their transactions amounting to billions of US dollars [10]. The privileges were cancelled only in 1995 by a presidential decree; however, its implementation, as evidenced by journalists who investigated the situation, is far from being successful.


We leave without discussing what prospects for the corruption of state machinery this practice opened. With a stroke of the pen, giving a license to export a tanker of oil, a functionary made the receiver of this license a  millionaire (in the dollar equivalent).


It is no wonder that some celebrated cases of corruption concerned export licensing. For instance, a certain firm “Balkar-Trading” (Moscow region) had suddenly got a license to export raw oil and very soon turned into one of the leading exporters of oil from Russia. Only recently, as late as February 1996, the ex-Prosecutor-General of Russia Alexey Il’yushenko has been arrested in connection with this case.  


Of course, both bribing and taking bribes in amounts corresponding to incomes from export operations was dangerous; therefore in most cases the interests of functionaries were stirred up by other means, in particular by including them on boards of directors of companies or suggesting well-paid jobs for their relatives.In December 1992, Sergei Filatov reported that facts of bribe extortion were reported in private conversations by 38% of businessmen [11].


In Russia (as well as in the USSR), one of the main principles of civilised society has been systematically violated: to avoid abuse, the salary paid to an administrator who is in control of significant financial or other resources must be high enough to make the threat to lose it a strong disincentive to corruption.


Of course, this principle also presupposes a high enough probability of detecting and exposing the cases of abuse, which, in turn, is to be ensured by an honest and competent operation of law-enforcement agencies.  


If, however, both state administration and economy are corrupted, to hold law-enforcement agencies back from corruption is a difficult task. Combating corruption in law-enforcement agencies is ever continuing (the recent data on it were made public by President Yeltsin in his first electoral speech in Ekaterinburg in February 1996), but, as journalistic investigations reveal [12], the results of this combat are rather modest. Some officers of law-enforcement agencies are not only linked up to criminal groups, but even directly exact tribute from businessmen.


Another popular form of corruption is being practiced by directors and managers of industrial enterprises: they do not pay workers, putting the money into banks and misappropriating the interest. The presidential electoral campaign of 1996 has intensified the struggle against this form of corruption, too; since the beginning of 1996, some hundreds of criminal proceedings have been initiated against directors accused in the illegal use of wage (pay-roll) funds of budgetary organisations. 


Nevertheless, I believe that the problem of corruption in Russia cannot be solved without settling a more profound problem, that of the reduction and ultimate extermination of “grey zones” in social behaviour. When law happens to be in contradiction with universal and habitual practices, no action against corruption has any real prospects. It is not possible to arrest all corruptioners if the practice of corruption is commonplace. Attempts to combat corruption made in Uzbekhistan between 1983 and 1986, when tens of thousands were arrested for what was a norm of life there (to wit, for paying a “share” of incomes for being appointed to this or that profitable position), and the failure of that campaign proved the impossibility of combating corruption by force and terror; the scale of repressions in this instance would be close to that of the Stalin era. 


Much more efficient is the creation of such rules of the game in the sphere of state administration and economy that do not breed incentives for corruption. First of all, this means the creation of a rational bureaucracy with limited power and working under strict procedural control. 


�
Chapter 7�“Grey Zone” in Economy


- Why are you standing here, in this queue? They will cheat on you, don’t you understand?


- Surely I do. But there is no 100% guarantee of a fraud, isn’t it?


A conversation in a queue�at the doors of an office�of “Tibet” financial company


( 1. Banking and the “Grey Zone” Problems


The following analysis by no means suggests that I believe the banking sphere in Russia to be seriously criminalised. Accusations of the sort are permanently made against banks by Russia’s press (which is prone to see criminalisation in every instance ). They speculate about the criminal origin of a considerable proportion of bank capital in Russia, citing  different figures (as a rule, some tens of per cent). In the sense purported by the authors these invectives are rather doubtful. One can hardly imagine that proper “criminal groups”  , which obtained their money by racket, robbery, etc., might not only have billions of dollars at their disposal, but also take the risk of putting them in banking, a sphere kept under the closest control by the authorities (the origin of a bank’s own capital, as opposed to the money in its accounts, can be effectively traced through rather elaborate procedures). 


Nevertheless, due to many factors (poor legislation; low quality and discrepancies of instructions that regulate banking operations; banks’ own sordid interests in the unstable and vague economic and political situation), banking as such may well be of a “quasi-criminal” nature. By “quasi-criminal” I mean  activities that do not contradict the universally accepted principles of banking (of course, one should keep in mind an enormous variety of banking legislation in different countries), but for some reasons - to wit, pressure from tradition, incompetence, or just someone’s intention - is prohibited by the law in force and/or administrative regulations. Quite often, there is no way to avoid violation of those acts, because otherwise not only this or that bank will become bankrupt, but the whole system of banking in Russia will be curtailed and collapse.


Another aspect of the present-day situation in banking that is relevant for our analysis is the banks’ “unintended” assistance to “criminal structures”, insofar as the latter need instruments for the accumulation of financial resources and putting them into operation. This gives rise to a rather ambivalent problem of the “transparency” of the banking system.


And there is also the last aspect, which concerns criminal activities of some banks aimed at obtaining excess profits. 


It seems reasonable to preface the consideration of all these aspects with a short outline of the evolution of the system of commercial banks in the USSR and then in Russia. 


Before 1988, there were no commercial banks on the territory of the USSR. Some commercial banks, the initial capital of which had been provided by the Soviet Government, had been established abroad as early as the 20s. They operated as ordinary commercial structures under the legislation of the countries of registration, and were a source of hard currency for the USSR Government. A significant portion of their officers were Soviet specialists, whose work was extremely well-paid (by Soviet standards) and considered very prestigeous.


Thus, by the beginning of the 80s, the USSR had quite a number of experts with good experience of work at commercial banks.   


The institutions called “banks” within the USSR were in fact nothing more than offices for distributing budget money and keeping accounts of industrial enterprises and other organisations. They worked neither with natural persons, nor with shares, nor with state obligations; their objective was supporting streams of finances, and not making profit [1]. With the advent of perestroika and emergence of the cooperative movement, the first cooperators felt a need in traditional banking services, above all in getting commercial credits. So, it was for the first time that in the Law on Cooperatives, enacted in 1988, the creation of commercial banks was permitted (some people say that was the government’s mistake; others believe it to be a very intricate step along the path of economic reform). It is indicative that virtually no regulation of this sphere was stipulated. Neither a minimum of nominal capital was fixed, nor a test of professional competence was required of a bank’s founders. As a result, banks were immediately placed in a “grey zone”. Taking into account the specific significance of finance as an economic and social resource, this inevitably triggered the above-considered typical mechanisms of the communities formation in a “grey zone”. 


Two explanations can be suggested for such “absent-mindedness” of the legislators. First, that was a typical manifestation of the above-discussed “frame-like” character of the Soviet legislation. In accordance with the central idea of “frame legislation”, the task of preparing real legal norms was left to officials of the Central Bank and Ministry of Finance who were to write regulations following their own thoughts about the future of banking. On the other hand, every step to institutional changes in Soviet economy (as well as in economy of today’s Russia) was and still is met with resistance on the part of all sorts of conservatives, from doctrinaire Communist  who argue against “making economy more bourgeois” to “Russian patriots” who consider every institutional innovation borrowed from the West a threat to the “true Russian” way of social development, Russia allegedly having a “rich domestic tradition” in any sphere of activity.


In the case of banking the “domestic tradition” hardly had anything to suggest. Before the 19th century there were no banking institutions at all in Russia. What did exist was a moral condemnation of usury by Russian Orthodox Church, but this tradition seemed a poor support for a new development.


The instructive letter of the Central Bank and  Ministry of Finance about the rules of registration of banks followed the law without delay, which shows that  very influential persons must have been interested in the development of a national banking system. And thus, “the process started”�.


Among the first banks registered in the second half of 1988 were some present-day “stars of the first magnitude” - “Inkombank”, “Menatep”, “Aeroflot”, “AvtoVAZbank”.


The question naturally arises about the origin of the initial capital of the pioneers of Russia’s banking.


According to the “grey zone” theory presented above, only those groups of people had real chances to form a banking community that met the following two requirements. First, they should have known each other well enough to be able to  trust each other. Second, due to the semi-legitimate character of their activity (which meant the necessity to obtain  permission from the authorities,  facing mostly disapproval on the part of a large portion of the ruling elite), the new groups of bankers should have partially consisted of representatives of that ruling elite, albeit, perhaps, from more or less marginal sectors of the latter. 


There were only two social groups which fully met these requirements and could therefore take part in the creation of the banking system. The first one was the financial bureaucracy,  directors and high officials of Soviet banks; and the second group was the so called “Komsomol establishment”, orientated towards “new business” since 1986 and enjoying traditionally good relations with the Party leadership and KGB [2].


Hardly anyone but those “trustworthy guys” might be ever admitted to such an important and lucrative business as the creation of banks. At the same time, the representatives of higher strata of the ruling elite were definitely not inclined to tarnish their reputation by engaging in an ideologically dubious affair. 


As to the financial bureaucracy, the problem of its initial capital had been solved very simply: sectoral banks, i.e. banks dealing within a branch/sector of economy,  (the above-mentioned “distributive offices”, in fact) were privatised by  goverment decrees, together with a part of the funds in their accounts that formed the initial capitals. The other group, “Komsomol banks”, had grown from funds accumulated through the rather privileged “Komsomol business”. The primary form of the latter was presented by the so called “Youth Centers for Creative Work in Science and Technology”, which were the first economic institutions in the USSR to be granted some freedom of economic activity yet before perestroika.


Under the strict bureaucratic control exercised daily in the USSR, the first “market” institutions were created under licences and close supervision of the authorities. Naturally, it was “trustworthy guys” who stood the best chance of obtaining licences, and this explains an extremely high percentage of former Komsomol functionaries and officers of law-enforcement agencies among the first Soviet businessmen. 


Here is how a daily newspaper, “Izvestia”, describes the first steps of two contemporary giants of banking business in Russia, “Inkombank” (which is now  listed among the 1000 largest banks of the world) and “Menatep” (recently authorised by Russia’s Government to carry out a number of mortgage auctions) [3]. Mikhail Khodorkovsky, the founder of “Menatep”, after his graduation from Moscow Chemical Engineering Institute, organised at the Komsomol Committee of one of Moscow’s city districts a youth center for creative work in science and technology engaged in implementation of research developments at military plants. At a certain moment his center showed a deficit of current assets, and Khodorkovsky, after several failed attempts to obtain a credit from “Zhilsotsbank” (a typically Soviet “distributive” bank), got 20 thousand roubles (28 thousand dollars at the official exchange rate of the time) and registered “Menatep” bank that soon turned out a more promising enterprise than the center for creative work in science and technology. Another financial giant of today, “Inkombank”, was created by Vladimir Vinogradov also on the basis of a Komsomol initiative, Youth Housing Complex. Being supported by Leonid Abalkin, then a Vice Prime Minister, and Vitaly Groshev, Rector of Plekhanov Institute (the main training center of practical economists in Moscow) Vinogradov managed to get 10 thousand roubles from Moscow Soviet for the development of  the bank, and then collect 4.5 million roubles from shareholders.


With the real exchange rate of the rouble being at least seven times lower than the official one in 1988, it is easy to see that the initial capital of both today’s financial leaders was close to zero (by modern Western standards). 


Nevertheless, among all institutional innovations of perestroika (cooperatives, joint ventures, stock exchanges, banks) only  banks proved to be  rapidly developing institutions. Cooperatives lost their prospects even before August 1991; nearly at the same time joint ventures, so prosperous during early perestroika, began to disperse and disappear. In 1992, stock exchanges, which had bred enormously shortly before (there had been about 150 exchanges in the country in 1991), came to an end. The year 1994 was marked by a massive bankruptcy of financial companies (to be discussed later), and only the banking system, though with troubles, is still developing [4]. 


The financial crisis of late 1991 - early 1992 which accompanied the inception of the “radical economic reform”  turned a true Clondike for banks. Their number began to grow rapidly, because the requirements to initial capital remained very low, whereas industrial enterprises and other institutions, under hyper-inflation, needed to save their current assets, which they did by “revolving” the latter in commercial banks. To the same end,  banks were used by the Government and municipal authorities, who selected some banks by granting them a special, “authorised” status. Very soon it resulted in the formation of “elite” banks that got privileged access to huge assets in current governmental and municipal accounts, as well as in the accounts of large exporters, mostly enterprises of the oil-and-gas industry. In that way such leaders of banking business have rapidly grown as “Most-Bank” closely linked to Moscow Government, “Imperial” connected with the oil-and-gas complex, and some other large banks [5].


The early history of commercial banks and the concrete economic conditions (the shock reform) of the initial period of the development of the banking system determined some key features of banking business in present-day Russia. These features appear peculiar to the development of economic institutions in “grey zones” in general.


First, it is clear that the prosperity of an enterprise did not depend too much on the competence of its managers. A person graduated from an engineering institute (of course, unless he or she is  a financial genius like Soros) can hardly  be expected to be very competent in banking; and  there were many engineers among “Komsomol bankers”. Much more important were good personal connections with the Party and industrial elite, and then, after August 1991, with a narrow group of supporters of President Yeltsin who carried out the “shock reform”. 


Naturally, such crucial dependence of banking business on the political elite set ideal conditions for corruption, many facts of which are becoming public only now, with the approach of presidential elections of 1996 [6].


Another peculiarity of the situation was first the lack and then clear deficit in legislative regulation of banking. This led to “manual control” over the banking system being exercised by the Central Bank that repeatedly and sharply changed the conditions of the bank’s activities. And, what was especially destructive, the instructions of the Central Bank had a retroactive effect. First and foremost, the new instructions affected the requirements to the amount of initial capital, and this created unequal conditions for the pioneers of banking that had already grown rich, on the one hand,  and for potential newcomers, on the other. 


The general economic situation in the country had serious consequences for the character of banking activities which was rather specific and far from the standard practices of economically developed nations. Under the total deficit of 1990-91, and even later, up till 1994, rather primitive export-import operations yielded profits absolutely improbable (incredible) in developed economies - up to 100% per month (for one turnover of commodities). But the most profitable export operations (oil, gas, non-ferrous metals) were permitted only under governmental licences. Obviously, the situation invited corruption, and one can imagine how strong the temptation was. 


Besides that, currency exchange operations acquired special significance because of an extremely high inflation rate (15-25% per month). The population of Russia had then US$10-20 billion in their hands. The introduction of free exchange rate, coupled with legislative concentration of exchange operations in banks (with the exchange restrictions remaining in force), gave the latter such a colossal and virtually gratuitous source of income as exchange margins (=the difference between selling and buying exchange rates). Under such circumstances, bank management actually did not require great skill; speculation at Moscow Interbank Currency Exchange together with the wide expansion of the network of exchange offices ensured large incomes [7]. Until recently, banks have not been interested in making investments in industry, and industrialists had no interest in the manufacturing of products and paying wages to the workers. A much more profitable thing was to obtain governmental credit (for the development of production) and then “revolve” money through banks endlessly, keeping profit in one’s own accounts.


Another important factor of the development of the banking system is the extremely high level of salaries of  bank personnel. With some US$100 of average month salary in Russia, salaries of bank employees range from US$ 500 to 1000 approximately, and incomes of senior personnel is greater by an order of magnitude. As far as is known from “well-informed sources”, such high salaries are usually accompanied by consistent evading taxes. Since incomes from bank deposits are tax-free, banks just buy deposits for their employees by way of salaries. That is how the high level of salaries is supported. Otherwise banks should have been obliged to pay very large sums as taxes on the excess of their salaries over the average salary and on social security. 


All the above-listed factors favoured a very rapid growth of banks in 1989-95. By April 1, 1994 there were 2,132 banks in the country with the aggregate authorised fund equal to 1.3 trillion roubles. By March 1, 1995 the number of banks increased by 10%  reaching 2,543; their aggregate authorised fund was now 5 trillion roubles (though, it should be noted that, in that time interval, the exchange rate of the rouble to US dollar fell by a factor of three). At the same time the process of concentration of banking capitals developed. The share of banks whose authorised funds ranged from 1 to 5 billion roubles increased by a factor of three, and the share of those with authorised funds above 5 billion roubles increased from 2 to 7.6% [8]. Beginning from March 1, 1994 the minimum authorised fund of both newly established and older banks was set increased to 1 million ECU at the going market rate.


Despite an unprecedented growth in the number of banks and the amount of capitals, Russia’s banking system is still very vulnerable and subject to serious crises. The reasons for this are many; among them - the poor legislative support of its functioning, low quality management, limited number of services offered, and the prevailing orientation to “revolving” state-supplied money rather than to rendering services to natural persons or even enterprises.


The low level of  computer technologies used in banks also deserves special mentioning here. The software, purchased usually from Western companies, is often not suitable for Russia’s conditions and used poorly because of inadequate skills of the personnel; besides, it is insufficiently protected against  a penetration from the outside (the latter circumstance being of special importance in connection with the central topic of the present book, to wit crime) [9].


All the above-listed causes resulted in a deep crisis of summer 1995 that followed a short period of intensive growth. The first signs of the future crisis were  tangible as early as 1994. After approximately 15 months of relative financial stabilisation (the exchange rate of the US dollar did grow, but very slowly, while the price inflation was about 10-15% per month), a situation emerged when personal savings in dollars became non-profitable, because this practice could not protect against inflation. Simultaneously, there started a rapid growth of “pyramidal” financial companies which promised not only protection but even augmentation of money (up to alluring 30% per month in roubles). 


This stimulated the outflow of private financial resources from banks and their inflow into financial companies. This phenomenon alone was not so significant for banks, because working with natural persons constituted only a small faction of their activities. However, the disregard of the dollar resulted in  the decrease in bank incomes from exchange transactions. (In the period of the rapidly increasing rate of the dollar, people, on receiving their salaries,  used to convert them into dollars.) And more importantly, bank incomes from export operations began to decline, too. 


The banks’ discontent ended in “Black Tuesday” of October 11, 1994, when the exchange rate instantly dropped to 4,000 roubles for the dollar. Although due to the efforts of the Government, which accused the largest banks of a collusion aimed at decreasing the rate of the rouble, they managed, in a couple of days, to increase it back to 3,000 roubles for the dollar, the general decline continued till spring 1995, when the Government announced the establishment of a currency exchange corridor in order to make the exchange rate predictable and gain a final victory over the inflation. The victory, however, was short-lived since the non-monetary factors of inflation, namely cost inflation, were still present. The latter could be reduced only through a struggle against “natural monopolies”, energy producers and transport companies above all.


Such struggle, however, was definitely beyond the powers of the Government. As a result, the rate of inflation in 1995 remained rather high, with 5-7% per month, and only by the end of the year it came down to 3.5%.


The first steps to financial stabilisation put banks in very difficult conditions [10] as they were absolutely unprepared to serious work with investments. Besides this, the general situation in industry left no chances for making quick profits from investments, while long-term investments, under the financial and political uncertainty, seemed too dangerous. At the same time, trading operations, in the first place, import of consumption goods and foodstuffs, ceased to yield former high profits because of increased import taxes. Commercial banks fell in a trap that the Central Bank slammed without delay by making a sudden change in requirements to reserve funds of commercial banks. The process of mass bankruptcy of banks, especially small and recently established ones, began to develop. 


The whole banking system of the country was in danger. In August 1995, the market of interbank credits collapsed. Even the banks that seemed relatively stable and occupied high places in numerous bank ratings regularly published in the economic press faced the danger of closure. Although the process of mass bankruptcy was inhibited and stopped, mostly through a merging of banks and transformation of minor banks into branches of larger ones, present prospects for the future development of Russia’s banking system are estimated by most experts as rather grim. 


In this respect, snags in the legislation play a rather important role. The Law “On Banks and Banking” and the Law “On the Central Bank of the Russian Federation” had been adopted in 1990, i.e. even before the new Constitution of 1993 was enforced. The actual transformations in the structure of state power virtually made the Law on the Central Bank invalid (according to this law, the Central bank was subordinate to the Supreme Soviet of Russia which was disbanded in September 1993 in the course of the alleged “step-by-step constitutional reform”). Therefore the State Duma had to draft a new Law on the Central Bank, which was passed and put into force in June 1995. According to this law, the Central Bank is subordinate to the State Duma, with its Chairman nominated by the President of the Russian Federation and appointed by the State Duma.  


The two laws enacted in 1990 were of “frame-like” nature typical of  Soviet legislation in general inasmuch as they icluded very few direct legal norms [11]. This led to great legal uncertainty and made it possible for the Central Bank, with its instructions and even telegrams, as well as for other agencies (Ministry of Finance, Revenue Service), to virtually substitute themselves for the legislators. The result was a considerable instability in the banking sphere. 


In particular, one of the most crucial questions directly relevant to the topic of our study is that of the transparency of a banking system. Policies in this field, conducted in different countries, vary considerably. There are some countries with very “opaque” banks, e.g. Switzerland, while in other countries, e.g. the United States, banks are much more transparent; in the US any transfer of sums exceeding $10,000 is to be reported to the Internal Revenue Service. 


The Law “On Banks and Banking” adopted in 1990, in the liberal spirit of late perestroika, guaranteed the secrecy of bank deposits. However, the instructions that are now in force require reporting of any transfer of sums exceeding $10,000 to the Revenue Service. Here again we see the typical  Russian contradiction between  law and administrative regulations.


The problem of the transparency of the banking system initiated heated debates during the preparation of the new Law on Banking in 1995. The Ministry of Internal Affairs (i.e. special services) insisted on greater transparency. Some deputies renounced the policy of greater transparency and argued that this policy would be of benefit not only to law-enforcement agencies but the organised crime structures as well, in that the latter would have better chances for monitoring business activities (as Deputy A.Turbanov resumed, “And then there will be actually no use in trying to combat them” [12]). Taking into account the present level of corruption in law-enforcement agencies (according to the recent statement made by President Yeltsin in Ekaterinburg, only in 1995 about 1,900 criminal suits were instituted against officers of those agencies), one should admit Turbanov’s fears quite justified.


Lack of proper legislative regulation and permanent hesitations in administrative policies in the field of banking not only threaten the interests of the citizens of Russia who have deposits in national banks, but also mislead foreign banks into predicaments.


For instance, the Central Bank prohibited citizens of Russia who are residents in this country from having credit cards of foreign banks. Nevertheless, the business of providing such cards to citizen-residents had widely developed. Newspapers and magazines dealing with business issues were borsting with suggestions of such services.


In summer 1995, there burst a scandal. American “City-bank”, one of the world leaders in promoting “plastic money”, suddenly closed the accounts of some tens of thousands of Russian owners of its credit cards. The investigation of Kommersant-Weekly [13] proved that, contrary to the claims by the highest officials of the bank that the reason had been a massive overspending of money by cards’ owners inside Russia which allegedly caused significant damage to “City-bank”, the actual situation was different. In fact, a fraud had widely spread which involved selling credit cards to Russia’s citizens. Typical was the following scheme. A group of persons established an off-shore company someplace in Cyprus and opened a fairly large account in “City-bank”,  ordering impersonal credit cards (allegedly, for the company’s employees). This widely used practice raised no objections on the part of the bank’s managers. Then the impersonal credit cards were sold to Russia’s citizens, and after that all the money was withdrawn from the account. The buyers of the cards, unaware that they had never been the owners of their personal accounts, naturally, were left with invalid cards in their hands. 


Because of the scandal, “City-bank” blocked the accounts of fairly loyal customers bearing Russian names, including those who had opened the accounts on their own. This is but one example of crime in Russian banking.


Much more serious are the problems that arise inside Russia due to the uncertainty of the banks’ future under the permanent manipulation of  administrative norms. Instability is definitely counter-indicative to banking as far as it is inherently intended to make contracts more reliable and stabilize economic behaviour. Under Russia’s instability, large banking operations appear rather risky. At the same time, the system of civil suits is virtually inoperative; the cheated party has no real chances for a satisfaction. In such circumstances, an unusually severe alternative system of assuring the contracts emerged which uses hired killers. 


According to the statement made by the Association of Russia’s Banks’ on the occasion of the assassination of a famous TV-journalist and businessman Vlad List’yev, in 1994 16 high-rank bank managers were killed [14]. In 1995, the situation aggravated a great deal; by September 1995, the number of bankers killed during the year was about 80.


Bank management turned into a very risky profession. In summer 1995, Ivan Kivelidi, Chairman of “The Round Table of Business of Russia”, who vigorously promoted the idea of signing of a certain “code of behaviour” by Russia’s businessmen to exclude criminal methods from conflict settlement was assassinated. The overwhelming majority of the assassinations still remain unexposed. Moreover, it is not clear what forces might stand behind them: criminal structures, mistreated business partners, or even law enforcement agencies. In particular, after a series of sensational murders of criminal leaders, “Moskovsky Komsomolets” daily and some TV programs speculated about the existence of a conspirative organisation inside the Ministry of Internal Affairs engaged in an “extra-legal” extermination of the leaders of criminal groups. 


The fact that the proportion of high-ranked bank managers among the victims of the assassinations is the largest indirectly indicates that banking business is stil under a serious danger of criminalisation.


( 2. Financial Companies


Financial companies made a running start abruptly, in winter 1993/94. The most significant factor that triggered the outburst of their activities was perhaps the  relative stabilisation of the rouble exchange rate, with the rate of inflation still being very high (5-10% per month). The dollar ceased to be an optimal money saving device. New instruments were in demand,  shares of financial companies  among them. In particular, a vigorous campaign was launched on TV which advertised the shares of “MMM” - an investment firm belonging to an association that had been organised by Sergey Mavrodi as early as perestroika. Like many other present-day Russia’s firms, “MMM” started as a small cooperative, developed swiftly and  by the beginning of the 90s had grown into a true empire comprising several firms engaged in various trading and financial operations.


The logotype of the company was three butterflies resembling the three letters of the company name and accompanied by a kind of epigraph, “Flying from shadow into light”. The latter could be read as a vague allusion to the possible “shadow” origin of the company capital. In January 1994, “MMM” investment company launched bearer securities quoted by “MMM” itself. The company ensured free buying of securities by its offices at the current price announced once a week, or more often, and rising permanently. The growth was substantial; the price doubled every three or four weeks. New price quotations were advertised in the press and on TV. Moreover, “MMM” TV clips (filmed by a young post-modernist film director Bakhyt Kilibayev) evolved into a serial of mini-movies whose characters represented different social strata - pensioners, students, industrial and office workers. The real heroes of the clips were Lyonya Golubkov and his brother Ivan, two workers who gradually, from one clip to another, came to understand not only the advantages of investing into “MMM” shares, but also the “major” role of their personal savings in the multiplication of national wealth. Lyonya’s response to his brother reproaching him for living like a sponger, “I am not a sponger but a partner”, became winged words. Millions of Russians became “partners” of “MMM”. Striving for quick enrichment, many people sold their apartments and property to invest money into “MMM”. 


At that moment Russia had absolutely no legislation regulating the activities of financial trust companies. “MMM” shares had not been registered; share market did not exist and no one could say anything positive about their real price. Many journalists, suspecting a fraud, warned the population about dangers of financial pyramids. However Mavrodi rejected any claims that “MMM” used a pyramid-like scheme and pretended to be an inventor of a new financial technology which would not allow the price of his shares to fall.  


Soon the scale of “MMM” activities grew to the point when it became a serious concern of state financial agencies. On the threshold of “the second stage of privatisation” that, unlike the first, “voucher” stage had to be conducted on a commercial basis, the state simply got frightened. The idea definitely was that “MMM”, which already had enormous financial resources at its disposal, might  buy a considerable portion of state property and turn into a political force which, unlike semi-state oil-and-gas companies, would be beyond any state control. In June 1994, Mavrodi was charged with violating tax regulations. He responded with a threat to bring his pyramid down and turn the anger of millions of investors against the state. He also repeatedly mentioned a possibility of organizing a political party to protect the interests of the investors [15]. 


However, the Government persisted in prosecuting Mavrodi. Governmental agencies disavowed Mavrodi’ s financial scheme and reported the poor financial position of his company. “MMM” investors turned panic-stricken; “MMM” offices stopped buying the shares, whereafter Mavrodi declared that, yielding to the government pressure, he had to depreciate his shares and return to their nominal (that of January) price. Interestingly, this action was by no means illegal, because all operations with shares proceeded from their allegedly “market” price. The market price changed - quite a usual thing, after all. But millions of people were actually left without means of subsistence.


Mavrodi went on  blaming everything that happened on the government and initiated an anti-government campaign. Soon he was arrested on a charge of tax violations. A campaign for his liberation started immediately, because it was clear that, staying in prison, Mavrodi would certainly be unable to repay anything.


On October 1994, a by-election was scheduled in one of constituencies of  the Moscow region. As far as Mavrodi had not been convicted, he had a right to be nominated for election. Signatures for his nomination in the number prescribed by the law were collected in that constituency without any trouble. In case of his electoral success Mavrodi promised to resume payments to “MMM” investors. He was indeed elected to the State Duma, and, after some hesitations, his mandate was confirmed by the Mandate Commission of the State Duma. Having become a registered candidate and then deputy, Mavrodi got immunity from prosecution. The suit against him was withdrawn and he was released. But he did not redeem his pledges, and instead of paying out to “MMM” investors he suggested that they should  start the game anew. This time, however, his business did not  flourish and, naturally, nothing like the former boom followed.


We can only guess how long the growth of “MMM” shares would have persisted if the government had not interfered in Mavrodi’s affair. Likewise, we can only wonder whether he really possessed any financial technologys other than the notorious pyramid scheme. Clearly enough, the situation around “MMM”, dramatic for millions of investors, resulted from the overlapping of many factors: lack of legislation on financial companies; naivety of Russia’s population who had no culture of saving and trusted dubious promises; the government’s jealousy towards enormous finances accumulated in “MMM” accounts. At the same time, the “MMM” story has shown how unprotected the new businessmen, who have no connections among the older elite, are before the machinery of the state. Mavrodi’s arrest had been clearly a political move: the state had demonstrated convincingly that it had no intention to take a laissez faire approach to the development of national economy, in spite of all the claims for a freedom of economic activities made by “radical reformers”  within the government [16].


1994 was the year of financial pyramids. Besides “MMM”, several other financial companies, such as “Tibet”, “Russky dom Selenga”�, “Khopyor” an others also waged very active advertising campaigns on TV. Some of them (“Russky dom Selenga”, “Hermes-Finance”) confined themselves to mere propagandistic clips depicting Russian beauties in sarafans, tables crammed with viands inside wooden country houses, and stylish young guys who winked suggestively, demonstrating attache-cases full of banknotes. Others, like “Tibet”, simply gave information about their interest rates (for example, “Tibet” offered 30% per month, which was much more than the monthly rate of inflation, and afterwards 7-10% per cent, accompanied by a rhyme: “Intentions clean as mountain air, and profits high as mountain peaks”).


“Khopyor” borrowed the style of its TV clips from “MMM” and showed how pleased various people (students, housewives, and military men) were on entering a “Khopyor-Invest” office and leaving it. 


After the “MMM” catastrophe, numerous publications appeared that warned against the unreliability of widely advertised financial companies. The flow of investors eventually dried up, and the flow of those who wanted to have their money back, together with interest grew excessively. Financial companies broke one by one leaving their investors no hope [17]. The leaders of “Tibet”, one of the most popular companies,  fled. Criminal suits were instituted against some others who were charged with non-payment taxes and fraud. “Khopyor”, a group of financial companies, which had accumulated colossal resources, held on longer than any other large financial company. From January to September 1994 its branches, active in 51 regions of Russia, signed 527,728 contracts with natural persons and attracted over 110 billion roubles (about US$70 at the rate of September 1994). However, the inspection of “Khopyor”’s activity carried out by the revenue service in October 1994 proved that the collected money remained uninvested and yielded no profit [18].


In December 1994, Anatoly Chubais released a statement “On the Dangerous Situation in Some Financial Companies” which basicaly criticised the activities of “Khopyor” financial group.


As early as October 1994, in connection with the “MMM” scandal, the Decree of the President of Russia ¹ 2063 “On Measures Aimed at State Regulation of the Securities Market in the Russian Federation” was signed, which declared unlicensed attraction of money from the population illegal, starting from January 1, 1995. Virtually, licensing had been already required by the Law “On Banks and Banking” adopted by the Supreme Soviet of Russia in 1990. The law treated the utilisation of finances of legal and natural persons and their investment on one’s own behalf under the conditions of fixed terms and repayability, as a kind of banking activity, and therefore subject to obligatory licensing. 


That law, however, was easily evaded. “Khopyor” group, for instance, had chosen a rather simple method. According to their contracts, their clients (those who deposited money) were considered, for a short time (from 3 to 6 months), not  investors but co-founders possessing a “deliberative vote” at the conventions of shareholders. 


Nevertheless, the presidential decree dealt a final blow at “Khopyor”, or, to be more precise, gave grounds to stop payments under the pretext that “Khopyor” had no licence for financial operations. Thus, on January 25, 1995, payments were stopped. 


As has already been noted, all those stories have showed that at the inception of the monetary phase of privatisation the governmment would not tolerate any economic actors at financial markets that were beyond governmental control (in contrast to large “authorised” banks headed by “Komsomol” bankers and having various links to the government and local authorities). 


A standard instrument was employed to exterminate such actors: statements, made by high-rank officials of the government, that this or that company was unreliable (which caused a panic among its investors), and also inspections carried out by the revenue service. Of course, these instruments were used only against really monstrous pyramids, such as “MMM” or “Khopyor”. On a regional level, numerous periodically collapsing pyramids have been and still are active, often “covered” by rather unexpected types of commercial activity. Thus, in early 1995, a practice of offering new cars at a discount of up to 50% and with a delayed (for some months) receipt became popular. One may conjecture that the owners of the firms which offered this kind of service originally planned to “revolve” money, with not only fulfilling their obligations to customers but also earning profit. In reality, however, with the decrease of the inflation rate in mid 1995 and  a sharp cut of the discount rate, their hopes failed, which made them resort once again to the pyramid scheme, attracting new clients, and then, at a certain moment, flee with the money collected. The most sensational was the scandal around “Vlastilina” firm (which for a certain reason used to choose its clients mostly among officers of law-enforcement agencies). In the summer of 1995, the owner of the firm was arrested; but the money collected “for buying cars” have not been found.


The problem of the struggle against fraudulent companies comes, again, to that of indefiniteness of the law. To institute a criminal suit, an “intentional” fraud must be proved. But it is possible only in case the company leaders flee with the money. And when it happens, the money, as a rule, is not found even if the swindler is arrested. Most likely, the money is in foreign banks, or in the accounts of off-shore companies registered someplace in Belize, or in banks situated in the territories outside international jurisdiction (like the Turkish Republic of Cyprus), -the more so as announcements about ready-to-sale off-shore companies are abundant in Russian commercial journals [19].


As usually is the case of transition, it is common people who have to pay for the imperfection of  law and thr questionable policy of the government which responds to cases of fraud only when the interests of the ruling elite are endangered. (Had the growth of such financial monsters as “MMM” or “Khopyor” not threatened the interests of the financial elite, formed during perestroika and  firmly tied to the political elite, hardly anybody would have cared about ordinary investors of those companies). And the interests of elites have always been intimately tied to the process of privatisation.


( 3. Privatisation


Privatisation in the beginning of the radical economical reform became one of the most important and  the most painful issues of the government’s economic policy . It also contributed very much in the development of the criminal situation in Russia. Contrary to the wide-spread opinion that 1992 marked the beginning of privatisation, the reality was somewhat different. Some of the “titbits”, a few of the most profitable companies, were privatised from 1988 to 1991 according to the Soviet government’s decisions; others were “withheld” for the time being. On the 1-st January 1992 922 enterprises were in collective ownership and 70 in private hands


According to the views of radical reformers in the Gaidar’s government the country needed a vary quick privatisation. The goals of privatisation were determined politically, not economically. The idea was to organize immediate transfer of the state property to private hands just to make the result of economical reforms irreversible. In April 1993 the total number of privatised enterprises was 61,810. This was a significant political victory for the reformers. But what was the social and economical price of such a rapid transformation? It is not so easy to answer.


First of all there were some basic contradictions within this policy. Many western advisers suggesting a voucher type schema for the privatisation of the socialist economies had in mind that socialist enterprises were almost bankrupt  and therefore had no value. This assumption made free voucher privatisation reasonable. In contradiction with this view Chubais (at that period the head of the State Committee for Property ) insisted that 90 percents of these enterprises were profitable before privatisation�.  If this statement was correct why was voucher privatisation thougt nacessary? 


 In fact what was left for the “voucher privatisation” scheduled to begin in 1992, were mainly “second-rate” or altogether unprofitable enterprises. The entire issue was a good example of the lack of coordination and the confrontation between the executive and the legislature. The Supreme Soviet passed a law on voucher privatisation that provided for vouchers to be issued to named persons. The government’s proposed a different approach: the vouchers were to be impersonal and could be sold freely on the market. Anatoly Chubais, advocated “impersonal” vouchers and argued that, although the voucher’s nominal value was 10,000 roubles, its real price would be much higher and exceed, indeed, US$ 10,000 because the enterprises were to be privatised at their pre-reform balance cost. In summer 1992 the President used the additional legislative powers he had received on 1 November 1991 to sign a decree on voucher privatisation that not only contradicted the law passed by the Supreme Soviet, but in fact annulled it. The Supreme Soviet failed to rescind the decree in the stipulated fortnight period, although the majority of the deputies were strongly against it. Some of them would later blame it on Khasbulatov who was said to have “tabled” (“shelved”) the decree. 


Whether the accusation was justified or not, the voucher privatisation was carried out according to the presidential decree, not the Supreme Soviet’s law, and became in effect the second stage of the grand-scale looting, following the inflation shock of 2 January 1992 that had invalidated the bank savings of the bulk of the people. The market price of a voucher was initially about 6,000  roubles (about $ 16 at the then exchange rate). Towards the end of the voucher privatisation campaign the price figures sounded more impressive, about 10,000 roubles, but that was the effect of inflation: the real price fell even lower than before, to about US$ 10�. So much for the Chubais’ mythical 10,000 dollars. It would be ridiculous, not to say outrageous, to consider such a voucher a true equivalent of an individual citizen’s share of  Russian state property: the total market cost of all the vouchers issued in Russia would hardly exceed the audit estimation of one such plant as the KAMAZ (about a dozen billion U.S. dollars). 


The most important feature of Russian privatisation scheme was the possibility of voucher free trade. Having only two or three vouchers per family the ordinary Russian citizen had no real chance to “own” an enterprise. The idea of the transformation of every citizen into a real property owner was absolutely unrealistic, and was a pure propaganda move. To buy an enterprise by vouchers  one needed thousands or, may be, dozens of thousands of vouchers, which was , of course, too expensive for most  people except the bosses of the shadow economy and corrupted bureaucrats.


In fact the shadow economy controlled the voucher market, that is why the market price for them was so low. It is difficult to suppose that “radical reformers” in the government didn’t understand that they create excellent conditions for corruption and fraud during the process of privatisation. They preferred to “buyout” the former soviet bureaucracy to let them  transform political power into economical power, creating a new “market” order instead of “socialist” order, despite the obvious criminal nature of the new one. Changes of such properties in such an amount and in  such a short period of time in absence of reasonable legal conditions, inevitably  creates a criminal atmosphere around these changes. It was impossible for the government to take into account all the potential ramifications. The voucher auctions were organised in a way which prevented  the general public any understanding of the real values of property sold. To have access to this  information was a privilege of a narrow  group of managers and ministry bureaucrats and they extracted all possible profit from their knowledge of the circumstances.


In the summer of 1993, the first, “voucher” stage of privatisation terminated. The next steps were being considered by the reformers. The governmental programme for the second stage (non-gratis, unlike the first one) was rejected by the parliament (the Supreme Soviet), in spite of intense pressure from both the president and government. Thus government officials responsible for the privatisation had to follow the already habitual path - a decree on the second stage of privatisation was prepared and signed by the president. All this took place on the eve of the disbandment of the parliament and the October events of 1993, so the government paid scant attention to the deputies’ opinions.


 There was still a principal difficulty, however. Privatisation carried out under a decree and not in accordance with a law adopted by the parliament remained vulnerable, not fully legitimate, so that privatisation turned into a “grey zone”.


 The most obvious evidence for such a mutation was provided by serious tensions between the main privatizing agency, Goskomimushchestvo (The State Committee on Property Management) and local authorities. In particular,  Yury Luzhkov, the Mayor of Moscow, openly expressed his disagreement with Anatoly Chubais (then Chairman of Goskomimushchestvo), maintaining that the scheme suggested by Chubais contributed  to neither the federal nor the local budget. He also declared that Moscow would follow another path by adopting its own legislation on privatisation [20]. Later on, Luzhkov gave a strong case for thefiscal benefits of the Moscow variant of privatisation. It is out of place here to go into details of the two different projects of privatisation; the main point of the conflict between Goskomimushchestvo, in the person of Chubais, and local elites can be put as follows. The strategic task pursued by Chubais was to solve a purely political problem: to pass state property to private hands as soon as possible [21] and under state control, i.e to “proper hands”. As to local elites, they did not want to give up the property and preferred either keep it (incidentally,  by no means all local leaders met political requirements of the government), or privatize it in such a way as to channel as much money as possible into local budgets. The first, “voucher” stage of privatisation, left very few chances for this.


 Pro-government political orientations of Luzhkov, his personal services in August 1991 and October 1993 made his position in negotiations with the federal executive power much stronger than that of many other local leaders. As a result, he managed to defend his own variant of privatisation. 


The legal uncertainty, however, became thereby even stronger. If the conditions of privatisation may vary from region to region and, generally, depend on the balance of powers between the region and the federal center, then how one can be sure that the results of privatisation will not be revised once local leadership  changes?


 A good illustration of the surprises and dangers of privatisation is provided by  the privatisation of living apartments in Moscow. Legal terms of this case of privatisation (one can become an owner of the dwelling space she/he is registered at) are, strictly speaking, absolutely uncertain. Municipal authorities issue privatisation certificates, but buildings as such remain a municipal property, as well as the land wherein they are located. It is not clear what should happen in case of, say, demolition of a building or the selling of the land it stands on to private hands. Tax terms of possession of this kind of property are not clear too. Today the real estate tax is 0.1% of its residual value  per year, i.e. almost nil. Plans exist, however, to raise it to 1% of the fair-market value per year. Taking into account the extremely high fair-market value of dwelling space in Moscow (up to US$2,000), such taxes would be hardly feasible for the majority of Moscow population. Therefore the process of deprivatisation is already witnessed; thousands of Muscovites make applications to transfer the ownership of their apartments back to municipal authorities. 


 There is yet another incentive for deprivatisation. The existing legal uncertainty together with the very high purchase tax rate (the money gained from selling an apartment are treated as personal income liable to some 30% tax; due to high prices of apartments the absolute amount of income tax is in such cases enormous) placed real estate transactions into a “grey zone”. Under such circumstances, the largest portion of  money is not usually mentioned in  terms of purchase-and-sale contract, being transferred in cash. Thus an absurd tax policy criminalised the real estate market in Moscow. A traditional exchange of apartments, the cost of which formerly was rather symbolic, turned privatised apartments into a real estate transaction, and any real estate transaction becomes fraught with danger. Hundreds of cases of the murders of single old men and women were reported who had privatised and sold their apartments immediately before their deaths.


 Another contribution to the formation of “grey zones” is made by municipal authorities who persistently try to avoid the privatisation of  land and  offices and therefore permanently raise the rent. The rental is often charged in cash and goes, instead of municipal budgets, directly into the pockets of bureaucrats being in command of office space. 


 It is important that virtually all property has been divided by now, and the nominal owners who kept their property rights from Soviet times have now excellent opportunities to make profits from their ownership. Naturally, these profits automatically belongs to the “grey zone” irrespective of their use, simply for lack of effective tax control. 


 This picture is rather characteristic of large cities, such as Moscow, Saint-Petersburg or Ekaterinburg, where the level of economic activities is high. Here the directors of various non-functioning “Soviet” organisations (Youth Palaces, Houses of Pioneers, Clubs Palaces of Culture under industrial plants, etc.) have got fantastic opportunities to draw income by renting premises to banks, financial companies, trading corporations and so on. 


 There is a certain feature which allows one to distinguish “new”, post-perestroika organisations from the “older” ones quite easily: the former usually have no immovable property as a part of their assets, i.e they have to rent premises at market prices. Only very rich organisations can afford to buy  considerable real estate in large cities. Thus, the real estate market virtually does not exist; it is monopolised to a very high extent. In a country where the average salary amounts to US$100-150, a medium size suburban cottage costs much more that US$100,000. i.e. the price is higher than in California! And such cottages have been intensely erected all around suburban Moscow in recent years. There are enough reasons to believe that the money invested into them are “grey”. These cottages in most cases have been privatised in a rather peculiar way, without land, which, again, is a source of legal uncertainty for their owners. Privatisation of land in Russia remains an unresolved problem, the new Constitution and presidential decrees notwithstanding. The new land code prepared at the State Duma is mainly due to efforts of the “agrarians” (a party of directors of former Soviet collective and state farms, now transformed into cooperatives and partnerships of various types) hampers the formation of land market considerably. Legal uncertainty is of great importance here, too. There is no law on land mortgage, nor mortgage practice, nor mortgage banks. All this impedes activities of farmers, who are few and subject to permanent pressure from former directors of collective and state farms. Farmers are also threatened by criminal groups and unprotected against taxation pressure from the state which, in spite of favourable declarations repeatedly made by the highest officials, does not allow farmers to stand on their own feet. 


 The problem of property remains a typical “grey zone” problem [22]. You may adopt laws on property, introduce relevant articles in the Constitution, but if the property rights are not respected by administrative and law-enforcement agencies which regard rich citizens and non-state enterprises as objects for blackmail par excellence, (tens of such cases are daily reported in Russia’s press), you cannot speak about a real institution of property.  What became private may be taken back at any moment, and in this sense the notorious “gratis” privatisation “after  Chubais” can play a malicious joke. Anything that has not been bought for honest, “clean” money may be taken away at any moment; the projects of this kind are not rare, even at the highest levels of state power. In particular, Anatoly Kulikov, Minister of Internal Affairs, recently suggested that private houses be confiscated unless their owners prove the legal character of incomes that made possible the purchase of the house.


With a very considerable portion of real estate in Russia having been purchased for “grey” money and no income declarations required, one cannot speak about the “irreversibility” of the redistribution of property in Russia. The same is true of the “voucher” privatisation and  gratis privatisation of living apartments. Who got property gratis can lose it as easily on very simplistic grounds, for instance, due to “a violation of social justice” in redistribution. Indeed, why the elite of this or that sort should appropriate what has been built for  the money of all tax-payers?


The privatisation policy “after Chubais” implied that the ruling elite could not be changed. This, however, contradicts the very existence of democratic political institutions in Russia. What, in case of a democratic election, can assure us that no political forces would ever come to power who might convince the majority of Russia’s population that the people have been deceived for the benefit of the “nomenclature”, with all the troubles the latter brought to the population in Soviet times?


Of course, we may think, for a variety of  reasons, that Chubais and the like never took the prospect for real democracy in Russia seriously,  planning to build a solid building of authoritarian “market-oriented” rule behind the democratic facade. The Constitution of 1993 is  good evidence for this.  However, the plans of such kind do not seem feasible enough. I doubt that, in a huge country, very conservative and very discontented with the disintegration of industry and lowering of living standards, a sufficient number of “authoritarian market-supporters” could be found to put them in all key positions in military structures. It should not be forgotten that Russia’s generals, unlike their colleagues in South Korea, did not graduate from US military colleges.


The first attempts to revise the results of the “voucher” privatisation followed almost immediately. Chubais being appointed Vice-Prime Minister, his position was occupied by Vladimir Polevanov. The latter was rather critical of the activity of his predecessor, claiming, shortly after his appointment, that many decisions on the privatisation of objects of military industry, as well as other objects of strategic importance must be revised [23]. Under strong pressure from the team of privatizers, President Yeltsin dismissed Polevanov after some hesitation (transferring him to the Control Office under the Administration of the President, ). But the seeds of doubt about the irreversibility of the privatisation had been sown. After the communists won the December 1995 elections to the State Duma and the Accounting Chamber of the State Duma initiated an investigation into operations of Goskomimushchestvo (which was accompanied by the institution of criminal suits against some high-rank officials of that agency by the Office of Prosecutor-General of Russia), the doubts became even stronger. The formal cause to charge the functionaries of Goskomimushchestvo with exceeding their authorities was the fact that documents concerning the current stage of privatisation had not been approved by the Ministry of Justice, and, to a certain extent, also the scandal around the mortgage auctions. 


 The mortgage auctions at which parcels of shares of some of the largest state-owned companies were auctioned, had been organised according to the decision of the government of Russia. The latter took a firm line of not admitting unwelcome banks and commercial structures to auctions. 


In early December 1995, on the eve of Duma elections, a vehement scandal burst caused by the actions of some governmemt officials who prevented a bank consortium, consisting of “Inkombank”, “Alfa-Bank” and “Rossiysky Kredit” bank, from participating in the auction at which the parcel of shares of “YuKOS”, one of the largest oil-companies of Russia, had been auctioned. 


 To participate in the auction, every bidaer had to transfer US$ 350 million into the accounts of the Ministry of Finance in the Central Bank. It was only after Igor Vinogradov, President of “Inkombank”, addressed  Goskomimushchestvo with a letter (which provoked  scandal in the press) that the consortium was informed the numbers of its accounts. This did not help much, however, because Goskomimushchestvo refused to accept state short-term bonds offered by the consortium as securities. Moreover, Goskomimushchestvo authorised “Menatep” bank to hold the auction. At the same time, “Menatep” acted as surety for two companies, unknown to anyone and yet admitted to the auction. On opening the envelopes, one of these two, a closed joint-stock company “Laguna”, won the auction and immediately ceded the shares to “Menatep” because there were not enough funds in the accounts of “Laguna” [24]. Such a turn gave rise to suspicion that both participants of the auction were dummy legal persons, and  that the parcel of shares was actually bought by the same bank that held the auction (and therefore tried to keep its rivals away from it). Through these  auctions (the case of “YuKOS” was by no means the only one) the state budget probably lost much; the possibility cannot be excluded that the prices suggested by the competitors whose surety was one and the same bank had been coordinated in advance.


 Such accusations in the press and at the State Duma on the eve of elections were serious arguments against the privatisation policy of the Government as a whole and Anatoly Chubais in particular. They were not left without consequences. In January 1996 Chubais was removed from his position by the decree of the president, whereupon the situation in Goskomimushchestvo was closely investigated by the State Duma. 


The organisational peculiarities of the mortgage auctions were hardly accidental. Even before the auction of December 4, 1995, Igor Vinogradov said that he would like “contests and auctions to be held in the atmosphere of a free and fair competition”. The same day, the Russia’s Union of Industrialists and Businessmen released a statement claiming that the main cause of the conflict around the “YuKOS” shares auction was “ill-considered and sometimes incorrect decisions of the state agencies, Goskomimushchestvo above all, concerning the organisation of the auctions”. They also insisted on “an urgent and objective evaluation of the actions and arguments of the conflicting parties, as well as actions and decisions of the bodies of executive power concerning the organisation and implementation of privatisation procedures” [25]. 


In the same manner, i.e. with a scandal, “Rossiysky credit” bank was not  admitted to the auction at which shares of oil company “Sedanko” were auctioned. Again, little known companies were among the participants whose sureties were “ONEKSIMbank”, on the one hand, and “Inkombank” and “Alfa-bank” on the other. As a result, the parcel of shares was sold for a mere US$130 million.


Fairly low prices paid for controlling parcels of oil companies’ shares look strange and need explanation. Of course, one could hardly ever prove the existence of intention on the part of state officials, even in the case of some future investigations into these auctions [26]. But, to anticipate any questions of the sort, the Ministry of Finance distrubuted, as early as December 6, a statement in which it denied the existence of its special relationships with “Menatep” bank.


 The questions, nevertheless, remained and were intensely discussed by anti-government factions in the State Duma. The picture outlined above makes one consider the prospects for a revision of some privatisation decisions to be quite serious, and this fact contributes still more to the uncertainty under which Russia’s businessmen have to operate. But, taken as a whole, this picture is vague and ambivalent. Surely the state strives for reserving its influence over national  economy. The question is, however, who in fact reserves  control for : the state represented by the bodies of executive and legislative power, or particular officials of Goskomimushchestvo and the Ministry of Finance? There is an obvious conflict of interests inside the state machinery of Russia. Law-enforcement agencies, completely dependent on the state budget, look at the  interference with state property very suspiciously. On the other hand, the privatisation of oil companies, of course, may be advantageous for those government members and officials who have direct connections with the oil-and-energy complex. 


 But what about the state budget, after all? Even in many Western countries the state prefers to retain its  property rights on such profitable sectors of economy as oil or gas industries. Will the taxation of privatised enterprises be enough to replenish budget revenues? It is somewhat doubtful. For instance, in March 1996 the Moscow revenue service revealed an under-payment of taxes (in the amount of 600 billion roubles, i.e. some US$130 million) by stock-company “Gazprom”, the monopolist of gas industry of Russia [27]. Under such circumstances, many influential politicians in this country are not very sympathetic with the process of privatisation of profitable enterprises. And this conflict of interests within the political elite of Russia adds to the obstacles to the formation of a firm institution of private property in Russia. Without effective state assurances of property rights the privatised sector of the national economy will  remain in the “grey zone”, and hardly anyone will manage to decriminalize it. 


�
Chapter 8�“New Russians”, State, and Civil Society


What is fun for a Russian  is death for a German


Russian saying


The problem of crime in a society in transition in general, and  in Russia in particular, is  part of a much broader problem of  “liberation from the state” . The road to  such liberation is not necessarily a peaceful one. The emergence  of a new view on life, new ideas of what is permissible and what  is not, what is morally justified and what is prohibited, may be  manifested in collective, concerted actions of society as a whole,  or its significant portion; in this case a revolution occurs. But  the adoption of new moral practices and rejection of the older ones  may take place at the level of an individual as well, and in this case we  may speak of an “escape” from state and society. 


The forms of such escape may be different, for example, leaving  native places for  wild steppes or taiga, as inhabitants of  Central Russia did who founded cossack settlements in the Don region  or Siberia, or sailing across the ocean, as the British Protestants  in the 17th century. But escape may also be purely moral and not  expressed in any kind of physical fleeing. The rules of the  game adopted in the society and applied by the state may simply lose any meaning for some people who thereby escape from the  trammels of the prevailing morals and cease to respect both written  and unwritten laws. They start rejecting those laws overtly, and  if supported by a real force, create an “alternative power” with  completely different rules of the game, ideas of law, and their  own instruments and procedures of punishment. “Alternative  society” neither emigrate, as pilgrims to North America, nor  gains freedom by expanding national borders, as Russian cossacks,  nor destroy the older order and substitute themselves for it, as  the radicals of “Great revolutions” - it coexists with traditional  society as a challenge to it and a competitor, rejecting  blatantly older habits and proposing new ones. And what it proposes is not an implementation of  political programmes but a free fantasy of charismatic  individuals.


Perhaps, there is no more impressive example of an “individualistic”  challenge to tradition than the Italian Renaissance [1]. However, the individual who liberated him- or herself from medieval religious  morals demonstrated not only extraordinary achevements in  sciences and arts. He, or she, displayed also a formerly  inconceivable immorality, cruelty to both enemies and friends,  perfidy, adherence to terror, and disdain for all norms of human  interaction. Treachery, murders of friends on trifling occasions,  violence against relatives, mass robbery of both the rich and poor, pervert admiration for one’s own immorality and pride of  the committed blasphemies were inherent traits of such “titans of  the Renaissance” as Sigizmondo Malatesta, Alesandro and Cesare  Borgia, Neapolitan Queen Giovanna, Bernardo Visconti, or Lodovico  Moro [2]. All these rulers, while committing their appalling crimes, at the same time had a reputation as patrons of arts and were  well-educated persons; some of them, for example Lodovico Moro at  whose court Leonardo da Vici lived, were excellent writers.


But the political life of Italy in those days was a never-ending  kaleidoscope of coup d’etats, heretical movements, people’s  uprisings, wars, and interventions, wherein any brave,  unprincipled and cruel guy had good chances,   heading a band of mercenaries, to seize power in a small town, and  sometimes even in a fairly significant state, as Visconti and Sforza  did in Milan. 


A breakthrough to freedom made by a personality who rejects  all moral principles of the “older order” and is not limited to any institutions of a “new order” (which simply does not exist yet)  displays such samples of immoralism that cast doubt on the very  value of freedom. 


The question is, what freedom looks like outside (and in the absence of)  the institutions of civil society. The case of the Renaissance  (unlike that of the Reformation) shows that freedom, not being  limited by such institutions, turns into a self-will of successful  unprincipled adventurers threatening freedom and life of the rest  of citizens.


Even liberated from social norms, the man can never be free from the laws of  ethology. It is these laws that start to determine the structure of a society which has got rid of traditional morals and  institutions. Such society transforms into something like a totalitarian hierarchy of a herd of apes headed by a leader who has  incidentally managed to seize an empty fuel can and now frighten the  others with its rumbling. 


If the “older order” collapses suddenly and entirely, such  totalitarian hierarchy spreads over the whole of society (we  discussed this in hapter IV) and contributes to the creation of  a “new ideological order”.


If, however, the “older order” has not been destroyed completely, the   liberated man creates embryos of a new order at his own will and  discretion, utilizing limited resources available to him. This  leads to a disintegration and atomisation of society. Completely  new, previously non-existent conditions emerge favouring an unprecedented flourishing of personality, but society as a whole  transforms into one large “grey zone” wherein multiple systems  of “local law” function. These “local law” systems are  established by those who got temporary, and sometimes purely  ephemeral power due to his, or her personal energy, charisma, or  circumstances. 


Evidences of such atomisation of society are especially numerous nowadays: Lebanon, Afghanistan, Tajikistan, Caucasia, Somali, some  parts of former Yugoslavia. The “new reality” of those regions,  however, is “new” only for one who has been brought up within the  ideology of “nation-state”. In fact, a significant part of mankind were living under such conditions for centuries, and  just that type of social organisation was characteristic of long  periods in European history, after the collapse of the “Roman  world”  till the formation of feudal order sanctioned by the  Roman-Catholic Church, and still after the downfall of that order during the Renaissance.


The crisis of communism in East Europe in the late 80s is a  phenomenon quite comparable on the historical scale with the crisis  of medieval order in Italy. It is of great interest that the former (in contrast to “Great Revolutions”) has manifested itself  in a form rather close to that of the social phenomena of the  Renaissance. With a large part of the former elite still in power,  the moral basis of the older society has decayed, which has led to the purely Renaissance type of liberation of the individual. The disintegration of  the morals of the older society and demonstrative rejection of it by the political elite has not been accompanied by a creation of new  morals and supportive social institutions.


The scope of arbitrariness and violence have reached the level close to  “the Renaissance titanism”. Ephemeral politicians appearing from  nowhere and disappearing in a moment; ephemeral “capitalists”  suddenly becoming owners of financial and industrial empires  and still suddenly turning bankrupt; criminal personalities giving  interviews to the media, driving around in luxurious Mercedezes  under  escort and getting, all of a sudden, killed from  round the corner; the mass media coining new and new myths ordered by  God knows whom; the government disregarding the law; local  “rulers” disregarding the government orders; weapons given to an army of private security services in large cities whose strength  is comparable to that of the law-enforcement agencies - all these  look very familiar for a historian. A new phenomenon has emerged  in Russia which soon assumed the name of “New Russians”, and which  is a kind of caricature of “the Renaissance titans”. The  emergence of this phenomenon was soon recorded by journalists,  whereafter a truly popular legitimisation of it followed in the form of countless anecdotes [3]. 


The phenomenon itself, however, deserves a thorough analysis. And,  perhaps, the most unexpected of all findings is that the  phenomenon of “New Russians” is an aesthetical one [4]. The  escape from the Soviet reality on which  the “New Russians”  ventured under full political indeterminacy is, first and  foremost, a change in the life-style. What is meant here by style  is neither the Lincolns and Rolls-Royces they buy, nor their villas  costing millions of dollars, nor their vacations in Monte-Carlo;  all these are but symbols of new opportunities unavailable in the  Soviet time not only to common people, but even to the elite.


The rejection of the old life-style and transition to a new one could not be an easy thing. The whole system of the older corporate  morals had to be radically changed. Unrestrained public  demonstration of wealth in the country where 40% of the population  live in poverty and the other 40% scarcely make both ends meet needs  a justification of some kind. Of course, under such circumstances,  the “parade of luxury” could not have been justified morally. The only  feasible justification is an aesthetical one. The new life-style with all its contradictions and paradoxes, the chasm  between wealth and poverty, and the cruelty of crimes is an exact  aesthetical antithesis to the balanced, rather dull and monotonous, but assuredly well-to-do Soviet style of life. The “new Russian”  life-style is a grandiose venture with a vague outcome; and this  venture is even more strange as those who undertake it do  not flee anywhere physically but stay in the same society which,  basically, hates them; they shock this society and provoke it for a “trial of strength”. “Hard-boiledness”, aimless risk, and  demonstrative cruelty are not merely evidences of some purely biological abilities or ethological dominance,  although the  ethological constituent is no doubt important in such  manifestations. What we can see now is, above all, a raging of Dostoyevsky’s  “underworld man” who has broken away from his underworld and  who needs a “crystal palace”, but  only to spit on it. Isn’t it the reason why today’s funs of “new Russians” are so similar to revelries of  Russian merchants of the 19th century who had suddenly grown rich?


Incidentally, the very notion “new Russians” came into being after  completely irrational actions taken by some businessmen in the  early   perestroika period. For instance, Artyom Tarasov made a  decision to pay his party dues from the income of one million  roubles (a fantastic sum for those days), which  immediately  made him an extraordinary figure in Soviet business of the day.


Of course, not all members of the present-day Russia business  elite are “new Russians”. Most of serious businessmen belong to the former Soviet bureaucracy and share its traditional demonstrative  modesty, respect to the state, discretion, and dislike of  self-advertising. 


New Russians are those who have paved their own way to wealth in  defiance of the system and therefore lack any sense of corporate  solidarity. In fact, they are the counter-elite. But this  counter-elite is longing for power and meet with resistance of  the older elite. It was no mere chance that the Central Electoral  Committee persistently posed obstacles to the registration of  businessmen as candidates for the presidency (1996). Two persons  mentioned above, to wit Artyom Tarasov and Sergey Mavrodi, have not been  registered. Two other “representatives of business” have been  finally registered only after an interference from the Supreme Court  of Russia. One of them, Vladimir Bryntsalov, the owner of a dubious wealth of  two billion dollars, openly shocked the public by his blunt utterances [5]. Having negligible chances of being elected, Bryntsalov obviously derived aesthetic pleasure from all steps of the nomination procedure.  A refusal, a lawsuit in the Supreme Court, another refusal,  attempts to block his registration  by the Office of  Prosecutor-General even after the positive decision of the Supreme  Court - for the candidate for the presidency, who willingly gave  interviews surrounded by mighty guards in his luxurious office, all  these were an excellent performance, a piece of happiness he has been  deprived of for many years.   


In the West a great deal has been written about the phenomenon of  Vladimir Zhirinovsky. However, the most important thing, perhaps, has not been noted yet. Such personality as Zhirinovsky, with all  his contradictions and vacillations, love to scandals and  theatrical effects, the extraordinary sense of audience and nearly  childish love to festivities, brutality of statements and exceptional  naivety of his political journalism, could emerge only from one thing - from a desire to escape from the routine of Soviet stagnation. It is this demonstrative violation of all norms of both the Soviet  political life and the style of behaviour expected of a political  figure that helped Zhirinovsky to win so many supporters, attracted by his “vivacity” (to cite a TV commentator Dmitry  Dibrov) perhaps much more than by his political fantasies. 


It is hard to say what would happen if such “Renaissance  figures” start dominating Russia’s politics. A prospect of life  reminding of the “dark sides of the titanism” (described by  Alexey Losev, see footnote 2) cannot be ruled out. However, one  should not forget that the “August revolution” of 1991 has  already brought into politics a great deal of figures of this  type. It is them who are responsible for the  impression of a total shock and nightmare which became prevailing in  Russia immediately after the collapse of the USSR and the  inception of the “radical” economic reform. Note that the very  style in which the reform was  conducted was a strictly “Renaisance” one, i.e. openly anti-institutional and, at the same  time, marked with a strange admiration for other people’s sufferings.  The reformers put the “new man”, deprived of any soil or roots, in  the very center of both politics and economic life; and quite soon it became  clear that this man is “from the underworld”, that he is prone to  spit on both society, and the law, and political instututions,  that all he needs is unlimited freedom to act at his own will, and  by no means a “lawful state” promised by perestroika. 


So, the outburst of crime, in addition to social and  institutional factors (the emergence of numerous “grey zones” I  have already spoken of), has also  psychological and,  however strange it may be, aesthetical dimensions - something  like Nietzschean thirst for the advent of a “superman”. In  Germany of the 20s and 30s, the ideas of the “superman”,  elaborated by such intellectuals as Friedrich Nietzsche and  Gottfried Benn, were implemented by former marginals. In  today’s Russia, similar ideas are developed and implemented by  those who dragged a hopeless, half-hungry existence in branch  research institutes or remote military units.


Generally speaking, however, I should note that social  titanism, aesthetisation of war, immoralism of crimes, prisons,  and concentration camps are usual corrolaries of the opening of  the valves of social mobility, be it during “Great revolution”,  Napoleon wars, or Nazism.


And now I have to ask an important question,  perhaps the central one for societies in transition. How is it  possible to avoid social titanism with all its dark sides?  The traditional response is the creation of civil society, i.e. a  system of independent institutions, elaborated by citizens  themselves and used by them to promote their own interests. The State in  relation to civil society is merely an instrument for the creation of  an infrastructure which makes the functioning of civil society  possible; the State is a kind of hired worker. Civil society and a  society in which the state acts as an independent actor (with its  own goals and interests different from the interests of citizens it dominates) differ basically in that civil society reduces the  number of “grey zones” that are permanently emerging where the  state bureaucracy has no desire to take ideas and interests of the private citizen into account. 


Consequently, in a society dominated by the state debates are  permanently being waged, initiated by the state machinery, about the  necessity of citizens “upbringing”. Camouflaged usually by references to elevated moral values, those debates can hardly  hide from a careful observer a very simple thing. The main reason  why an “upbringing” is supposed to be necessary is that society  cannot exist and function effectively in the case of a considerable gap  between laws imposed by the state and everyday practices; therefore  citizens, being “under wardship” of the state, are, allegedly,  to be brought up  to learn how to follow the laws - instead of adopting laws that  would be convenient for citizens and easy to respect. In a  society in transition this problem gets extremely aggravated  and, if  the role of the state is not changed and it is not transformed  into a “hired worker”, the return to a new edition of  autoritarian rule becomes virtually inevitable. At this new  stage, the “enlightened” elite that allegedly knows “how   society must be organised” (as a rule, their knowledge, borrowed  mainly from movies and short visits to “advanced” countries, is  very poor) will teach citizens again what and how they should do,  think, and speak.


The question is, whether “the Renaissance-type” atomisation of  society, the individual escape from it favours the development of  civil society and the establishment of the control of citizens over the  state? At first glance, yes; the state undermined down because of  mass inobedience of citizens and loss of its image of something  sacred and inviolable. 


But if a disintegrated, atomised society is unable to provide an  elementary order which would ensure the human right of life and the  basic needs of the  private citizen, a return to the domination of the state over its citizens becomes inavoidable. If the “liberated” faction of  the society cannot properly organize (and even has no idea how to do it)  the life of the other part which retains previous, etatist political  culture,  means that a return to tradition will occur, sooner or later.


Does all this actually mean that the present situation in Russia is absolutely hopeless and excludes a creation of modern society? I do not think so. To my mind, it is exactly the irrational nature of human behaviour that may save the situation now. Under the conditions when any rational behaviour draws the human to a revelry of chaos (this is what the “social utility function” has turned to be in Russia), irrational behaviour ( which is in essence collective rationality, see  Chapter 3) must lead to an emergence of new stable social institutions of modern society.  This cannot probably happen at once. But  having seen so much bloodshed since the beginning of this century, Russian people must have learnt something very important, which was previously lacking in Russian political culture. That is the idea that social institutions  are not a nonentity, they are quite indispensable for supporting contracts, and hence must be reasonably constructed. There is no point in ever “inventing the bicycle”. The spontaneous order, i.e. norms of collective rationality, must be rationally  fixed, or crystallised, in legitimate social institutions transferred “from shadow into light”.  In present-day Russia one can discern some evidence that this understanding is eventually emerging.  Our fear is that it may once again, as at the beginning of the century, be destroyed in yet another social cataclysm.


At first glance, there is much in common between the “Wild East”  in the former USSR and the “Wild West” in the USA in the second  half of the 19th century. The same lawless tyranny of “strong”  and “hard-boiled” individuals, an orgy of crime, the “no man’s  land” appropriated by force. The same robberies of population by  banks and financial companies, the robberies of banks and financial companies by criminal gangs (with the aim to restore “justice”), impotence of the government, wars against the natives in the interests of companies engaged in extracting raw materials (one can hardly  resist the temptation to compare the latter with the present  situation in Chechnya).


At the same time, however, the difference is really great: “East  is East, and West is West, and never the twain shall meet”.


“New Russians”, unlike the pioneers of  the Wild West, have  not physically fled from their society. The new society in  Russia is not being built in a “social wilderness”. The “building” is  surrounded by numerous older social structures and institutions,  maybe slightly renovated but run by the same people and following  the same rules of functioning.  


In such conditions, one may have expected a radical social transformation  on the part of “new Russians” only if these “escapists” had launched the construction of a new society with new rules in hands, and with  full understanding of how this new society must look like, whereby they would have probably borrowed social inventions and institutional findings already obtained by the  others. 


The idea of spontaneous development of new moral practices and  social institutions never means that these practices and  institutions must be invented anew each time society needs  them, in full ignorance of the previous experience of mankind. It is obviously so in the case of scientific and technological  innovations; otherwise retarded societies could have never been  able to overtake the leaders in science and technology. But they  did it. And social institutions and moral practices are discoveries and inventions, the same as telegraph or quantum mechanics.


Lack of understanding of this fact dooms a society to “eternal  return”  to the same circle again and again. The principled  anti-institutionalism of Russian political consciousness, an idea  according to which social structures are of no importance and  what is really important are “good” persons, is a way to eternal  reiteration. The emphasis on “traditional values”, the idea that everything is  determined by a proper choice of the latter, rather than by professionalism  or experience that are regarded as something minor, prevents  Russia from creating a modern society. 


Values come and go; instead of deifying the state, one can  deify  “the free man”, but, socially, it makes little  difference. This “free man” starts to conduct in such a way that endangers life and well-being of others, thereby proving once  more that “freedom is harmful” and “one cannot live in society  and be free from it”.


The fear of wilfullness of the “liberated” man begins to unite  those who have not liberated yet. The “Renaissance” man suggests  no alternative to etatist thinking and no new social order; he  brings only the lawless orgy of a mafia. Thus the cycle  “autoritarianism - chaos - autoritarianism” is represented which  leaves no reasonable exit.


Of course, the formation of new social institutions in Russia  does go on, but extremely slowly. They are being born in torments  from chaos and fragments of older social structures, yett the contribution of “new Russians” to this process is small. The role  of “authorised” structures supported by the still existing corporate  solidarity of those from the older elite who decided to learn to work in new conditions is much more positive in this respect.


Of course, some can say that the very existence of “authorised” commercial  structures is a form of corruption and, therefore, also  contributes to the criminalisation of society. But this is quite another case. 


The pressure exerted by the “authorised” structures has a  civilizing impact on the state. A ready example of this is a  recent (spring 1996) address of number of outstanding businessmen  (closely connected to the state) to the principal political forces  of the country. On the eve of presidential elections, the  businessmen suggested elaborating an agreement on the basic  rules of the game in politics and economy which might not be  violated irrespective of the outcome of the elections. The trend  manifested by this address is an episode of prolonged, tormenting  birth of civil society, which, contrary to the opinion of  politicians like Anatoly Chubais, could hardly be hastened by an unjustified enrichment of a handful of citizen who instantly  “turned into proprietors”. Both persons and money are, in the  long run, less important than institutions. This idea has  never been understood by the “democrats” who disbanded the Parliament in 1993 and destroyed national industry and science  starting from 1992. Of course, the rich  who possess empty  premises of former industrial plants and research institutions  are free to spend their money in luxurious restaurants wherein a  bottle of wine costs US$1,000. But it is not real estate as such, being now the main object of  redistribution of property, that is of real value. What does  possess real value is  a business - a working enterprise that makes  profit. It is only in the process of work that new moral  practices capable of transforming society can emerge.


The key problem is, therefore, how to provide conditions for  efficient business. If nearly all business is criminal, as in  today’s Russia, it merely means that the state does not want to  step aside and concede to civil society, and still tries to  determine what is criminal and what is not. And until new  institutions of  civil society cannot snatch from the hands of  the state the power which allows it, regardless of society,  establish laws and apply them in a way most convenient for  itself (=the state), no modern society will ever exist in Russia. An  individual escape from the existing state brings nothing; what is necessary is a transformation of the very nature of the state in  Russia. And we are still very far from it.


�
Conclusion�The “Wild East”


In Russia, it is never too late.


Grigory Yavlinsky


In the present book I attempted to explicate, as far as possible, the “moral basis” of the dramatic transformations that happened in the USSR and then Russia in 1985-95. Presently, evidence prodused by both “the architects of reforms” (who assert that in 1991 Russia made a step along the solely correct and salutary path) and their opponents (who insist that this path leads to downfall). In spite of all the eloquence of the parties, something very important evades from both discussants and their readers. 


Doubtless, technical solutions might well be different from those which have been really applied in the process of reforming. But these variations would hardly have had irreversible consequences for the reform as such. It was inevitable; this statement has been repeated many times by the reformers. If so, however, then the logic of reforming suggested in 1992 looks contradictory.


If, as Yegor Gaidar maintains in his book, the ruling nomenclature inevitably drifted to privatisation (to put it plainly, to the seizure of state property), then did it make much difference how this seizure could be legalised? It is not clear at all why privatisation of necessity had to be carried out rapidly; and rapidity was the main justification of “gratis privatisation” through the use of impersonal vouchers, which in fact resulted in the distribution of property among the nomenclature. If, on the other hand, rapidity was a pledge of success in a fight (with unpredictable results) against the opponents of the reforms, then what is the point of speculations about the nomenclature’s “drift to bourgeoisie”? And who, then, fought against privatisation? Could not these logical contradictions provide evidence for attempts to camouflage one’s own interests? 


It is our impression that Russia’s reality of the early 90s was much more complicated than the primitive schemes designed for mass brain-washing, like that of the struggle between democracy and “communo-fascism”. The problem was, to what extent the moral practices of the time could support new democratic and market-oriented institutions of modern society, and to what extent the newly emerging institutions could favour the development of novel moral practices.


The “fight for property” starts only if there is an institution of property in a country, as well as moral practices corresponding to it, such as thrift; a taste for (and skill of) multiplication of property; reasonable risk; at last, a respect for the right of property. In the absence of the institution of property, the objective of fighting is not property but certain forms of control over those spheres of activity wherein one can make profits.


If a country lacks smoothly functioning industry as an institution of modern society ensured by the standard moral practices of honest labour (without theft and idleness) and honest management (without delays in payment and illegal “revolving” of money), then all speculations about competition and monopolies are nothing more than attempts to discuss basically non-economic problems of violence, power, and deception in economic terms, which can be hardly productive. If the government of a country does not ensure neither security of citizens, nor acceptable social conditions of life for elder persons and children, it makes no sense to speak about a normal tax system: who is going to pay for non-existing services? Again, it would be better to speak about power and subjection, i.e. about tributes, not taxes.


If, at last, the existing institutions of power are guided by anything but the law, then what is the sense of speaking about any crimes outside the shortened list of Gospel commandments “Do not kill” and “Do not steal”?  


In other words, does it make any sense to use, in a social and scientific discourse, the concepts which are not institutionally supported and morally justified? Would not it be easier to speak human tongue to wild beasts? But the only one who managed to do so was St. Francis of Assisi.


Of course, these notes go far beyond the mere discussion of terminology. To give a name to a reality one should first understand it. But such understanding, as numerous thinkers from Raimund Lullius to Wielhelm Dilthey and from Aristotle to Martin Heidegger  showed, is not possible without conceptual reconstruction, on the one hand, and “getting implanted” (German “Einlebung”), i.e.  mastering real social practices, on the other. Neither theory, nor social, nor economic, nor political practices can disregard those real institutions and moral practices that are actually established in society.


Utopian efforts to create and legitimize in society institutions not supported by moral practices may, contrary to reformers’ intentions, produce an apocalyptic reality of the collapse of power, as well as tough-minded conservatives’ persistent reluctance to institutionalize the really working moral practices may turn the whole of society into a hierarchy of mafia-like organisations. 


If politics really is “an art of possible”, then it is, first of all, the possibility to make the gap between moral practices and legal social institutions as small as possible, leaving at the same time reasonable margins for the development of both. The main idea of the author of the present book is that in order to avoid “wildness”, be it of “Western” or “Eastern” type, no too rigid, “revolutionary” measures may be applied in the spheres where no social consensus exists as to what actions or types of activity are permissible and what are not. Such measures may only lead to criminalisation of both the power and society. 


Social institutions and moral practices are subject to evolutionary selection. This does not mean that they are not rationally constructed objects. Both can be inventions, made sometimes by famous and sometimes by absolutely unknown persons. But to invent and propose is not the same as to implement by violence. What wins evolutionary competition under certain conditions may lose it in other cases, but this fact does not depreciate the very sense of innovation. Thoughts, institutions, and moral practices that seemed to be thrown away may well revive and win at another time. 


Any attempt to regulate this or that situation, this or that moral practice by law has certain social consequences. And when moral evaluations of practices are not stable and universally shared, consequences may be unpredictable. Many historical figures that used violence to introduce new political relations might hardly  be accused in extraordinary blood-thirstiness: bloodshed by them was just  a miscalculated consequence of their social and legal innovations. Both executed residents of Paris in 1793 or Petrograd in 1918 and victims of Grozny or Sarajevo in 1995 were smashed by a social machine put into action without proper account of possible “excesses of execution”. One should hardly ascribe a desire to “criminalize the country” to the architects of “radical economic reform” in Russia in 1991. The birth of the “Wild East” in country which twenty or thirty years ago already looked quite civilised resulted from the overlapping of several factors: prolonged existence of unnatural restrictionsof social activityforcibly imposed on the society; political myopia and conservatism of the older elite; and maybe even worse myopia and incompetence and radicalism of the new elite. It hardly makes sense to speak about individual faults. This is rather a matter of historical responsibility. And it may happen that the mindless application of the maxim “No other way round”� (perhaps the most alien to politics of all possible maxims) will deprive another generation (or even generations) of people in Russia of living under worthy conditions of well-being, security, and freedom.
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See M. Kamali. The Modern Revolutions of Iran. - Uppsala: Uppsala universitet, 1995; S. A. Arjomand. The Turban for the Crown. - N.Y.; Oxford: Oxford univ. press, 1988.


S. Govorukhin. Velykaya Kriminal’naya Revolutsiya (The Greate Criminal Revolution). - Moscow: Andreevsky Flag, 1993. 


Chapter 5


See L. Miroshnichenko. The Price of Soberness). - Ogonyek, 1988, ¹ 39, p. 20. 


On the barriers to the co-operative movement see  (Yu. Krichevsky. “To be or not to be”) - Ogonyek, 1987, ¹ 47, p. 23.


The means whereby this was achieved are attested by an open letter of the delegates of  the Extraordinary Congress of Medical Co-operatives (Moscow) to the Minister of Public Health of the USSR. - Ogonyek, 1988, 1988, ¹ 49, p. 5.


(The Seventh Congress of the People’s Deputies of the Russian Federation. Verbatim Report). - Bulluten’ ¹ 17-18, p. 15. Published by the Supreme Soviet of the Russian Federation, 1992.


On the scope of “shadow economy” in the USSR during perestroika, see  G. Belikova, A. Shokhin. “Shadow Economy”. - Ogonyek, 1991, ¹ 51, pp. 26-28. The authors adduce the following data: the “second” economy, i.e. underground industries, gave employment to some 20 million people. But, as of 1987,  only 100 thousand of the latter had been officially registered. According to a sample estimate, about 90 per cent of registered applications for permission to be engaged in “individual labour activity” (=small business) were submitted by  those who had one or more previous convictions.  This makes us think that the applications  were submitted mainly by those who needed to wash their criminal revenues. Incidentally, there seems to be nothing curious in it, as far as private enterprise in itself was then considered to be a crime.


On the development of racket in that period, see, for instance, D. Likhanov.  Long Live the King! - Ogonyek, 1988, ¹ 9 (a description of the illegal activities of some detected and detained gangs); and also M. Korchagin.  A Dinner Party with a Racketeer. - Ogonyek. ¹ 30. 1991 (an interview with an anonymous leader of a small racket gang, which contains some very curious data, particularly, about the racket “tax rate” amounting to 10-20% of the  income from business).


The Seventh Congress of the People’s Deputies of the Russian Federation. Verbatim Report. - Bulluten’ ¹ 18, p. 15. Published by the Supreme Soviet of the Russian Federation, 1992.


Chapter 6


D. Likhanov. ”Rotten” Boys) - Ogonyek, 1988, ¹29, pp. 20-23. 


Since 1987, the formation of criminal groups has been repeatedly discussed in numerous publications of Ogonyek, Argumenty i Fakty (Arguments and Facts), Literaturnaya Gazeta (=Literary Newspaper), Moskovskiye novosti (the Russian language version of Moscow News, not completely identical to the English one) and later, after August 1991, in opposition newspapers, such as former Den’ (The Day) registered anew as Zavtra (Tomorrow) and Sovetskaya Rossiya (Soviet Russia).  The newspapers Moskovsky Komsomolets and Komsomol’skaya Pravda (both retained their pre-perestroika names, idiomatic even then and especially awkward now that they are slightly yellowish and definitely not pro-communist, at least the first one) paid particularly much attention to the problem. In the present part of the book I have made extensive use of the factual data adduced in the above publications. For instance, the racket has been most vividly described in the letter “You’ll have to sell your last shirt”, see Ogonnyek, 1992, ¹ 42-43, p. 2).


D. Lichanov. Ibid. 


M. O. Kosven. Etnografiya i Istoriya Kavkaza. (Ethnography and History of Caucasus). - Moscow, 1961; E. N. Krupnov. Srednnevekovaya Ingushetiya (Medieval Ingooshetia). - Moscow: Nauka, 1971. - Pp. 146-176.


E. N. Krupnov Ibid., p. 148.


See J. Winiecki. Resistance to Change in the Soviet Economic System. A Property Rights Approach. - L.: Routledge, 1991, especially Ch. 6 “Softening the Resistance to Change: the Buyout Proposal”, p. 76-95.


Cf. a very indicative statement by Winiecki which concerns the choice of a proper moment for a “power buyout”: “Therefore the buyout proposal is made at the time when the communist ruling stratum may still think it can manage to stay at the top. As their chances for continued rule approach zero, so should the value of compensation. Any other solution would clearly be inefficient” - Ibid., p. 95. The moment in which power in Russia was “bought out” and the style of the “buyout” clearly indicates who, in fact, came to power in this country after August 1991. 


Cf. a revealing dialogue between Yegor Gaidar and a reporter of Stolytsa (The Capital City) weekly: “Q: Many directors changed their attitude towards reform after they became  owners of their enterprises under new conditions. May we think that they have just been paid off to prevent opposition? A: We have always been realists in own assessment of prospects for the privatisation, and fully realised that it may be implemented only in case we get wide social consent. Unless we had awaked the interest in a so influential social group as the corps of directors, we would have had no progress at all” - Stolytsa, 1993, ¹ 40, p. 22-23. Cf. also Winiecki’s words cited in note (7).


A plenty of crying facts pertaining to export operations have been presented in: S. Govorukhin.  The Great Criminal Revolution. Ibid. 


The financial damage through privileges was estimated by presidential economic adviser A.Lifschits at 10 trillion roubles in 1994 - Kommersant Weekly, ¹ 9 (March 14), 1995, p. 14. In the same issue there is a list of agencies, enterprises, regions etc. which enjoyed privileges and have been deprived of them by the presidential decree; among them Russian Stock Company “Gazprom”, Stock Company “AvtoVAZ” and many others.


The Seventh Congress of the People’s Deputies of the Russian Federation. Verbatim Report). - Bullutennn’ ¹ 18, p. 15. Published by the Supreme Soviet of the Russian Federation, 1992.


See a publication about the tribute paid by private business to the militia: Making Their Bread. - Kommersant Weekly, ¹ 25 (July 11), 1995. 


Chapter 7


See an interview with President of the Board of “Credo-bank” Yuri Agapov in Îãîíåê. ¹ 44, 1991ã.,  pp. 30-31.


On the formation of political and economic elite of modern Russia see an interesting paper by Olga Kryshtanovskaya : Transformation of the Old Nomenklatura into a New Elite). - Obshestvennye Nauki i Sovremennost’ (Humanities and Modernity), 1995, ¹ 1, pp. 51-65. According to her analysis, 61% of the new “Yeltsin-time” business elite came from the older nomenclature. Within these 61%, more than one third (37.7%) came from the Komsomol nomenclature, and the same 37.7% per cent have been recruited from the older economic personnel.


M. Berger.  The First Banks, or The Origin of Money), Izvestiya. ¹ 66, April 11, 1995.  See also the above mentioned interview with Yu.Agapov (note 1).


Here are some data on the present state of the banking system of Russia, made public at the Round Table on “Banking Crisis of 1995 and the Problem of Economic Security of Russia” held by the Chamber of Commerce and Industry an April 16, 1996. Among 2,000 banks registered in Russia from 1988, the licenses of 330 have been revoked by the Central Bank, and about 1,000 banks actually do not function. In issue 117 of Izvestiya (June 22, 1995), 67 banks were listed in which six or more serious violations of the existing rules of banking operations had been witnessed; among them such well known banks as “Inkombank” and (in those days) “Natsionalny kredit”. On the contribution made by incompetent policy of Russia’s banks to the crisis of banking system see the article by Lev Makarevich: Crushed Banks: Russia Beats a Record). - Finansovye Izvestiya (Financial News), ¹9, February 9, 1995. I quote: “The conflict between profitability (the desire to grant more credits) and liquidity (the necessity to posses large obligatory reserves) is usually resolved in favour of the former <...> Reckoning comes when after just another crisis or collapse at the currency market the withdrawal of deposits increases rapidly. A bank finds itself in a trap of non-liquidity”.


On the style of work and strategies of Russia’s banks see also G. Avrech, V. Bessonov, T. Gurova, A. Ivanter, A. Yakovlev. Postmodernnism in Banking, Kommersant Weekly, ¹ 7, February 28, 1995, pp. 66-73..


On “authorised” financial structures see O. Kryshtanovskaya.  Financial Oligarchy in Russia). - Izvestiya, ¹ 4, January 10, 1996. Here is a list of “authorised” financial institutions, which evolved into real financial “empires”, borrowed from this publication:


Holding of Promstroibanks			over 20 legal persons


“Empire of Menatep”				over 60 legal persons


“Empire of ONEXIMbank”			over 30 legal persons


“Empire of ‘Rossiysky kredit’ bank”		over 30 legal persons


“Empire of ‘Most-bank’”			43 legal persons


(Data based on an analysis of mass media). See also articles in Kommersant Weekly ¹ 33, September 12, 1995 “Menatep and the State Amicably Privatize Each Other’), p. 25 and “Yes, This is My Bank”, Êîììåðñàíòú Weekly, ¹ 27, July 25, 1995, p. 28-29. The latter starts with the following passage: “The idea of authorised banks is immortal. Because it is profitable [A typical for a certain sector of modern Russian press post-modernist paraphrase of the notorious saying by Lenin “The teaching of Marx is omnipotent because it is correct” - Translator]. And no one from the opponents of the institute of banks especially trusted by the state can refute this thesis”. Not a single word is said in the article about profitable to WHOM the idea is. Perhaps to society? 


See President Yeltsin’s speech at the electoral meeting in Ekaterinburg in February 1996.


As to 1995, the most profitable operations were short-term crediting, interbank credit operations, currency transactions, settlement and cash service. Long-term crediting and trusteeship which require the highest qualification of personnel were regarded as least profitable financial instruments, see A. L. Trushchelyov, L. D. Dorofeyev. The Pattern of Demand for Banking Services and Comparative Profitability of Banking Operations. Bankovsky sector ( 1995. The Banking Sector ( 1995. Prospects for Development and Legal Regulation). - Moscow, 1995. - Pp. 7-12.


See: “Ex nihilo nihil fit”. - Kommersant Weekly, ¹ 33, September 5, 1995, p. 6-9, “Banking Crisis ... and Its Roots”). - Ibid., p. 10-11.


S. Shevtsov. The Conception of Banking System of Russia - Bankovsky Sektor ( 1995.- Moscow, 1995.


 See Ye.Trofimov’s article in Finansovye Izvestiya (Financial News), ¹ 9, February 9, 1995.


 Cf. the presentation made by Deputy to the State Duma A. V. Turbanov, member of the Duma Committee for Budget, Taxes, Banks, and Finances, at the Round Table on “The Present State of Banking Legislation and Prospects for Its Developmemt” (published in Bankovsky Sector ( 1995, p. 162-194). Here is a passage from his presentation reporting attempts made by the Duma Deputies to change a habitual “frame-like” style of laws: “Recently we circulated a draft of the Law ‘On Transfer of Funds’ to interested state organisations and commercial structures. And what responses did we get? A very common reaction was something like this: ‘Why do you try to regulate at legislative level what should be fixed by instructions?’ Regretfully, we all got accustomed to mere general statements at the level of law, while the rest is regulated solely by instructions” (Ibid., p. 186).


 In A. V. Turbanov’s speech cited above.


Kommersant Weekly, ( 29, August 8, 1995.


Declaration of the Association of Russia’s Banks. Finnansovye Izvestiya (Financial News) ¹ 16, March 7, 1995.


Political movements of deceived investors were especially active in fall 1995 before the Duma elections, see: “Chasing the Lost Savings”) Kommersant Weekly,  ¹ 39, October 17, 1995., but they had no serious impact on the outcome of the elections.


Cf. the idea of “authorised commercial organisations” discussed above. There are few reasons to doubt that the idea of “authorisation” contributes a great deal to ideological justification of the practice of corruption in Russia. Cf. also the well-known experience of South Korea where, although two former Presidents have been called to account for corruption, the present national authorities did not take a risk to make businessmen from the largest South Korean corporations (it was them who in fact corrupted politicians) answerable besause of possible enormous damage to the national economy. 


See N. Romanova. Russian Immovable Property is Set in Motion. - Kommersant Weekly ¹ 6, February 21, 1995, p. 14-15; G. Shvarkov, P. Sapozhnikov, B. Klin. Gone Without Return - Kommersant Weekly ¹ 10, March 21,1995, p. 14-15.


N. Romanova. The Patient is Rather Dead than Alive - Kommersant Weekly, ¹ 4, February 7, 1995, p. 14-15.


Still, some instruments to curb dishonorable and/or irresponsible finansists do exist, see E. Myslovsky. How to Bring the Money of the Cheated Depositors Back). - Izvestiya, March 27, 1996 ã..


In reality, however, attempts to claim money in legal form encounter the practice of blocking the accounts of bankrupt financial companies. Only in Moscow, according to Myslovsky, the amount of money in blocked accounts was equal to 14.6 billion roubles. Since in case of a collapse of a bank money in its accounts gets lost, and one can neither withdraw money from a blocked account nor even receive interests, then, in view of exacerbating crisis of the banking system, investors have real chances to be robbed twice (and many of them did have been), first by a financial company that deceived them and then by the state that blocked deposits of this company in unreliable banks instaed of consentrating such funds in trustworthy place (although the state, formally, is responsible for deposits in blocked accounts and sequestrated property).


Yuri Luzhkov did succeed with the legalisation of his particular “Moscow way” of privatisation, see the Presidential Decree of February 1995 “On the Second Stage of Privatisation in Moscow” which runs: “The Government of Moscow is charged with the elaboration and adoption of the programme of privatisation of  state property in Moscow city in accordance with the legislation of the Russian Federation and taking the provisions of the present Decree into consideration”. But since the legislation on the seconf stage of privatisation had not been adopted yet by the State Duma, the Decree virtually untied the Government of Moscow’s hands to implement its version of privatisation entirely on its own.


Especially important was the provision of the Decree which allowed the Government of Moscow to determine the initial price of privatised objects in case of a contest. This starting price may be substantially higher than the market one; and the object sold may be retained at the disposal of the Moscow Government - see A. Privalov, N.Kalinichenko.  Everything in a Different Way. Privatisation in Moscow will Follow its Own Path). - Kommersant Weekly, ¹ 5, February 14, 1995, p. 22-23.


See Anatoly Chubais’ paper The Foundation of a New Economy Is Laid. Argumenty i Fakty ¹ 49 1993ã., in which he, in particular, states: “In today’s Russia, there are 50 million shareholders and 75 thousand private enterprises in the sphere of ‘smaller’ privatisation. So the return to old times is impossible. In principle, it cannot be even met quietly, to say nothing about supporting it. Look, what a noise is made now around all those scandals with swindlers who collected vouchers and gave nothing! What a social protest is triggered! Imagine what may happen if someone cancel privatisation at the scale of ZIL, AvtoVAZ, or GAZ [the largest Russia’s automotive plants - Translator.]!” 


It is hard to see a logic in this statement. It is just because the first stage of privatisation, as Chubais himself indirectly admits, turned out a fraud that politically privatisation did not become irreversible, which was evidenced by December 1995 election to the State Duma. And one can hardly expect the robbed population to defend the interests of the corps of directors of privatised entrprises. 


Here are some data on the level of criminalisation inherent to the process of privatisation.


According to the State Committee for Statistics, only in the year 1993 27,564 criminal cases connected to the privatisation were registered; and 1,333 cases during the first half of 1994 (the voucher privatisation then was already close to its termination). 


And here are some conclusions made by the State Duma Committee on property and privatisation: “<...> privatisation policy pursued in recent years caused the aggravation of the socioeconomic crisis and produced the conditions that considerably complicate its settlement. This could have been avoided if the process of privatisation had not been bound to the achievement of purely political ends of the leadership of Goskomimushchestvo, namely to accelerating, in every possible way, the redistribution of state and municipal property”  - The Company of the Year. Or Even Three Years. - Kommersant Weekly, ( 1, January 17, 1995).


Despite the “processual” style of the document typical for Russian political culture the main conclusions seem justified. In the same paper published in “Commersant” we find another interesting evidence for the high degree of criminalisation of the voucher stage of privatisation: after that stage had passed, large parcels of vouchers were on sale all over the country for a considerable period of time. 


See, for instance, the article by I.  Zasursky: The Same and Polevanov. - Nezavisimaya Gazeta (Independent Gazette), January 25, 1995.


“Expert” magazine  (Expert N 0, July 11, 1995), gave the following characteristic to the company: prospected oil reserves - 2 billion tons; extraction in 1994 - 26,9 million tons; oil-refining capabilities - 29 million tons; 940 gas stations. The purchase of one of the richest national oil companies at the price of US$ 170 million is simply ridiculous, especially if the price is compared with the sum of the pledge.


Kommersant Weekly, ¹ 46, December 12, 1995 ã., ñòð. 20. 


There were a few attempts at investigating the facts connected with mortgage auctions. Those  “offended” (deceived)  tried to prosecute their offenders in a trial, but in vain. The results of the Accounting Chamber’s investigation have been very vividly illuminated by its Vice-Chairman Yuri Boldyrev in his interview to Novaya Gazeta (October 28, 1996, N 40):


“...By my estimate,  the main logic of state administration consists now in transferring the remaining pieces of the state “pie” to its proxies, in granting the latter with special and preferential, extraordinary terms, and not in creating something new..."


...”(Norilski Nickel((one of Russia’s largest  non-ferrous metals company - Transl. Note) alone is estimated  at approximately  US$ 20 billion. But 38% of its shares were pawned at a commercial bank for a mere US$ 170 million. And merely  one year later this bank’s Chairman was appointed  First Deputy Prime Minister!..."


"...Our audit has found out that the sum equal to that received at the auctions had been just before the latter (!) illegally invested with private commercial banks, primarily those which later  - what an odd coincidence! -  won the auctions. In other words, the State, instead of financing the budget outlay, granted credits to the banks... All this allowed the Accounting Chamber to conclude that the transactions had been fictitious... In accordance with the Civil Code, such transactions must be declared insignificant, i.e.  invalid since their inception, which we reported to Prosecutor General. So far, however, we have not received any appropriate answer..."


"So all who may want to buy these shares must bear in mind that the facts related in the Accounting Chamber’s official report have been contested by no one. And this means that either tomorrow or in five or even ten years, under another Government and another Prosecutor General, another court will, for all that, take a lawful decision on the case”


 Izvestiya,  April 3, 1995.


Chapter 8


The present author owes his understanding of the Renaissance as sort of a record of “liberation” phenomena in society in transition to the deep influence of Hayward Alker’s presidential address at the 1992 Annual Congress of the International Studies Association - H.R. Alker, Jr. The Humanistic Moment in International Studies: Reflections on Machiavelli and Las Casas. - International Studies Quarterly, v. 36 (1992), pp. 347-371.


The most complete picture of the “reverse side”of the Renaissance titanism can be found in A.F.Losev’s book “The Aesthetics of the Renaissance”. He wrote, in particular: “It would be most lopsided if we reduced this four-centuries’ aesthetics of the Renaissance only to the humanistic and neo-platonic ways of thought. There was still another aesthetics in it, quite opposite to both humanism and neo-platonism... It  was immoral and animal-like in its substance, yet it had all characteristics of the self-sufficing personality, and also an extraordinary vividness and expressiveness, and, to put it in Kantian terms, an unprecedented  purposefulness without any purpose” - A. F. Losev Aestetika Vozrozjdeniya- Moscow: Mysl’  1978. - P. 121).


Undeniably, these phenomena of the Renaissance were well-known to historians of culture and sociology.  The question is whether we should consider the above “animal-like aesthetics” something incidental and secondary, or regard it, as Losev actually did, as a systemic factor of the Renaissance culture.  


Here is an example of this kind of an anecdote:  A new Russian, while riding a tram, finds out that he cannot get home directly since the tram is turning aside. He comes up to the driver and says: “Hey, man, take me straight home for a thousand of dollars”. - “But I cannot do it, there is no rail track in that direction”, replies the driver. - “O’kay, I got you. Here, take five thousand”. Finally the driver calls a team of workers who lay the rails up to the new Russian’s house. They notice that the area around it is all in holes and trenches, and ask the new Russian what has happened there. - “Nothing but that yesterday I came home by metro”, he replies.


In our opinion, a parallel  with Burchhardt’s analysis of the Renaissance conception of the state (the state as a piece of art) is appropriate here. - F. Burchhardt. The Civilisation of the Renaissance in Italy. - London: Penguin, 1990 (first published in 1860).


See about it an article in Izvestiya daily: K. Svetlitsky, B. Urigashvili.  Another Socialism with Bryntsalov’s Face) - Izvestiya, 30 àïðåëÿ 1996 ã. Here is a short abstract from it: “And what about bandits, did they ever threaten you?” - we asked Bryntsalov. With a cool glance of his grey eyes, the millionnaire suddenly stopped clowning and smiled grimly: “Their bones have  long  been rotting away in forests near Moscow”.


The same article offers an explanation of Bryntsalov’s sudden enrichment. In 1990, “Antigen”, a major Russian plant, was affiliated to the concern “Ferein”, owned by Bryntsalov, by a bare order of the head of the corporation “Medpreparaty”. At the moment, there was no legislation on privatisation whatever, and hence the decision has been vainly contested in court by the local authorities since.


� Maxwell’s demon is a mental experiment proposed by an English physicist James C. Maxwell with a view to challenge the second law of thermodynamics. Maxwell suggested imagining a certain demon who would be able to see every molecule of gas and gauge its speed, depending on which he would either open or close a valve between two vessels thus raising the temperature in one of them and lowering it in the other without any energy spending. The consideration of this paradox by several outstanding physicists of the 20th century revealed that such a demon would be virtually unable to operate, owing to the fact that, while gauging a particle’s speed, he would exchange energy with the gas, eventually come into equilibrium with the surroundings, and stop operating [1]. 


� For instance, Voltaire claimed that legal procedure in France of his times presupposed murders committed by privileged murderers [4].


�The following remark seems appropriate here.  It is not to be supposed that rigid, mafia-like hierarchies and methods of control only exist in “grey zones”. As mentioned in some economic studies (O. E. Williamson.  Markets and Hierarchies. Analysis and Antitrust Implications. - N.Y.: Free Press, 1975), similar relations can also be observed in legal business as far as, under a severe economic climate,  a firm has to survive as a whole, and the task of retaining organisational integrity then happens to be no less important than the task of gaining profits. Such an emphasis on organisational aspects of economic and political activity is, in general, characteristic of Carnegie School  (see M. Blaug. The Methodology of Economics, Or How Economists Explain. - Cambridge: Cambridge Univ. Press, 1991, Ch.7).


� Part 2 of Article 1 of Law of the Russian Federation "On Military Conscription and Military Service" of 11 February 1993; see Vedomosti S'ezda narodnykh deputatov RSFSR i Verkhovnogo Soveta RSFSR (Register of the Congress of People's Deputies of the RSFSR and the Supreme Soviet of the RSFSR; in Russian), ¹ 9, 4 March 1993 (Moscow: Izdanie Verkhovnogo Soveta Rossiiskoi Federatsii, p. 499�530). 


5 The techniques of cognitive maps is described in detail in R. Axelrod (ed.) Structure of Decision. Princeton: Princeton Univ. press. Princeton  1976, and C. Joensson Cognitive Dynamics and International Politics. - Frances Pinter. London. 1982


� Lit. “grandfathers' order”, where “grandfather” (Russ. ded) is an enlisted man serving the last months of his call-up period. - Translator's footnote.


�Thus, for instance, a member of one of the gangs killed a member of another whom he met for the first time; the latter never caused any harm personally to the former. Being asked about the motives, the murder answered that his memory of the event was poor; he “just hated them all”.


�Russ. lyubera [l(ube|ra], a non-standard plural form of lyuber, a name (also non-standard and therefore marked) for an inhabitant of Lyubertsy. - Translator's footnote.


�The Russian word used to describe combats between mafia groups is razborka, which here acquires a new meaning 'settlement of the problems [usually through shooting]'. - Translator's note.


� This is a famous quotation from M.Gorbachev (a bit funny in Russian), readily applied now to all kinds of perestroika and post-perestrika transformations, especially those that are ambivalent or definitely negative in this or that respect. - Translator's note.


� Literally "Russian house Selenga", an odd name enigmatic for public and hence written then in several different ways. Selenga, generally speaking, is the name of a river in Mongolia and Buryatia, a largest tributary to Baikal lake. Khopyor, by the way, is also a river in Southern Russia, a tributary to Don. - Translator's note.


�See A. Chubais, M. Vishnevskaya. Privatisation in Russia. In: An Overview on Privatisation in Eastern Europe: is the State Withering Away? Ed. by R. Frydman and A. Rapaczynski. - Prague:  Central European Univ. Press, 1994


�The progress of Russian Privatisation M. Boucko, A. Shieifer, R. Vishny Ibid.


� The title of a book published in perestroika years as a manifesto of sociopolitical radicalism. - Translator’s note.
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