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INTRODUCTION


When I sat down to write this book, I imagined it would be a history of Russia under Vladimir Putin, detailing the changes that have taken place in the mind-set and the worldview of the man himself and his inner circle: how it all began, and where it has all led.


As the book progressed, I came to realize that the participants in the events described did not fully remember what had actually happened. People have a tendency to form memories in which they themselves are worthy, heroic, and, most important, always right. During the years of research for this book, I interviewed dozens of people from Vladimir Putin’s inner circle: presidential administration staff, members of government, Duma parliamentarians, businessmen whose names were seen in the pages of Forbes, and a good number of foreign politicians. Almost every one of them told a story that at times had no overlap with events as portrayed by other witnesses: facts were forgotten, times and dates were jumbled up, and even their own actions and words were reinterpreted. As a rule, they asked not to be quoted. Nevertheless, because I managed to assemble such a vast array of characters, the picture that emerges is clear enough.


And in the cold light of day that picture is of a man who accidentally became king. His first thought was to cling to the throne. But, sensing that fortune was on his side, he decided to become a crusader-reformer: Vlad the Lionheart, let’s call him. He wanted to go down in history. But then, seduced by the trappings of royalty, he morphed into Vlad the Magnificent. Later, tired and weary, all he wanted was to rest. But rest he could not, for he was a part of history. He was now Vlad the Terrible.


How did all these alterations take place in one man? Largely due to his entourage, the diverse retinue that played the role of kingmaker. The inner circle picked him up and carried him forward, manipulating his fears and desires along the way, to a place beyond all expectation.


History seems logical in hindsight, when the outcome is known and the events are traced back to their origins. It may even seem to have a purpose, a design, whereby what happens could not have been otherwise. Its protagonists retroactively invent grounds to justify their actions. They find cause where none existed and pluck logic out of the air.


It is logic that Putin-era Russia lacks. The chain of events that I have been able to link together reveals the absence of a clear plan or strategy on the part of Putin himself or his courtiers. Everything that happens is a tactical step, a real-time response to external stimuli devoid of an ultimate objective.


A close scrutiny of the deeds and motives of Russian politicians over the past fifteen-plus years exposes the folly of all conspiracy theories. If there is even a shred of doubt as to whether a particular event was the result of malicious intent or human error, rest assured that it is always the latter.


Did Russia’s leaders in 2000 know where fifteen years of rule would lead? No. Did they know in 2014 what 2015 had in store? Again, no.


When I wrote “leaders” in the plural, it was no slip of the keyboard. It is widely assumed that decisions in Russia are made by one man and one man alone, Vladimir Putin. This is only partly true. All decisions are indeed made by Putin, but Putin is not one person. He (or it) is a huge collective mind. Tens, perhaps hundreds of people every day try to divine what decisions Vladimir Putin needs to make. Vladimir Putin himself spends his time divining what decisions he needs to make to stay popular—to be understood and approved by the vast entity that is the collective Vladimir Putin.


Over the years this collective Vladimir Putin has structured its memory so as to prove itself right in all instances, to convince itself that its actions are logical and underpinned by a strategic plan. It did not—and cannot—make mistakes. Everything done or not done was the necessary consequence of the punishing and incessant war being waged against implacable enemies.


My book is the story of this imaginary war. It is a war without end. For its end would be an admission that it was never real in the first place.









PART ONE
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PUTIN I THE LIONHEART









CHAPTER 1


IN WHICH KREMLIN STRATEGIST ALEXANDER VOLOSHIN LEARNS TO TOLERATE LENIN
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Alexander Voloshin looks like a model capitalist. With his gray beard and cold, piercing eyes, there is a dash of Uncle Sam in his appearance, as depicted in Soviet cartoons. All that’s missing is the stars-and-stripes hat, the sack of dollars over the shoulder, and the bomb in one hand behind the back.


Voloshin’s office is located in the center of Moscow near the Polyanka Metro station, a ten-minute walk from the Kremlin. The inside is austere, almost monastic. It has everything one needs and nothing else. No luxury—the secret ruler of the world does not need it.


Voloshin is no orator. He speaks in hushed tones, with a slight stutter when angry. Yet he loves to pepper his Russian speech with English and other borrowings, mainly from the world of business. “The situation in Ukraine is not very . . . ,” he starts in his native tongue, ending with the word “manageable” in English. “One must always have in mind an . . . agenda.” “What we have is total . . . deadlock.” “The most important opinions belong to the key . . . stakeholders.” It is not intentional; he just finds it easier that way. He is, after all, more businessman than politician.


Voloshin believes that he has fulfilled his primary mission: “to transfer Russia from a state of permanent revolution to a state of evolution.” In other words, before he resigned from the government in October 2003, he succeeded in bringing political stability and capitalism to Russia. He says he has no regrets about his present inability to influence politics.


On the topic of politics, he prefers to speak in purely business terms: “The United States built the best economy in the world through competition. But it somehow forgot that world politics also needs competition. That’s why its foreign policy is a failure.” Despite subjecting America to the occasional tongue-lashing, he does so lovingly, with unexpected details: “. . . and then I bumped into Jeb Bush”; “. . . and then I spotted my old acquaintance Condoleezza Rice but decided not to say hi.”


Mention Ukraine, however, and he flies into a fury; the English words at the end of his sentences are replaced by Russian expletives. For him, everything the Ukrainian government does is a crime. “What if the Canadians treated French-speakers in Quebec in that way [as Ukraine does Russian-speakers]? If they had done this, they would have ended up much worse off.”


GOODBYE, LENIN


In 1999 the Kremlin had a clear plan for Lenin’s overdue burial. His body was to be quietly removed from the mausoleum in Red Square and taken to St. Petersburg in the dead of night under the strictest secrecy. The country would wake up one morning to the news that Lenin no longer reposed in Red Square.


It was to be a repeat of Stalin’s eviction from the same tomb, which had taken place thirty-eight years earlier, on an autumn evening in 1961. The journey to his new resting place had not been far—only to the adjacent Kremlin wall. But for Soviet leader Nikita Khrushchev, it was a symbol of de-Stalinization and the debunking of Uncle Joe’s personality cult.


The reburial of Lenin was to take place “with dignity and without vulgarity,” says Voloshin. A two-week cordon would have to be set up around Volkovo Cemetery in St. Petersburg (where Lenin’s mother and sister are buried, and where the founder of the Soviet state himself allegedly wanted to be buried), but nothing more. Several months of protests by the Communist Party were expected, but after that, tempers would cool. The plan was to dismantle the mausoleum and erect a monument to the victims of totalitarianism on the site so that no one would have the heart to object. Coming eight years after the dissolution of the Soviet Union, it was to be a decisive blow against the remnants of Communist ideology, preventing any possibility of Soviet revanchism and a resurgence by the Communists.


As chief of staff in the Kremlin, Voloshin occupied an office just steps from Lenin’s sarcophagus in the mausoleum.aa “My desk stood by the window. It was no more than fifteen meters in a straight line from me to the corpse. He was lying there, I was working here. We didn’t bother each other,” says Voloshin wryly. In fact, Lenin did cause a great deal of bother. President Boris Yeltsin was eager to break with the past. For him, Lenin’s burial would have been a symbol of the new age and the irreversible changes that had occurred, just as the burial of Stalin had been for Khrushchev. The first proposal to bury Lenin came in 1991 from St. Petersburg’s first mayor, Anatoly Sobchak. But neither then nor in subsequent years could Yeltsin bring himself to do the deed—he did not want to provoke an unnecessary conflict with the Communists.




It is important to note that in Russia, the presidential administration and the government are two completely different organizations. The government, headed by the prime minister, works out of the House of the Government of the Russian Federation, colloquially known as the “White House.” According to the Russian constitution, the government is the country’s executive power. But sometimes it’s far less influential than the presidential administration, which is located partly in the Kremlin and partly in Staraya Square, in the buildings once occupied by the Central Committee of the Communist Party of the USSR. And the presidential administration has almost the same importance now as the Central Committee did then. Since the late 1990s it has been the most important center of power in Russia—though this structure is not even mentioned in the constitution. It is headed by the chief of staff of the presidential administration.





For Voloshin, however, Lenin was not so much a symbol as a specific and very active player in day-to-day policy. The struggle between Yeltsin’s market-oriented reformers and the Communist Party was his primary source of daily anxiety. Lenin was an irritant but simultaneously the ace up his sleeve—a chance to deliver a sucker punch to the enemy. The Communists had become the main force in parliament and were therefore able to torpedo vital reforms. And since the 1998 Russian financial crisis they had also effectively controlled the government, which was headed by sixty-nine-year-old Yevgeny Primakov, a former candidate member of the Politburo of the Communist Party of the Soviet Union (that is, a member who participated in debates but was not eligible to vote) and former minister of foreign affairs of the Russian Federation.


Boris Yeltsin’s second term as president had a little more than eighteen months left to run. Meanwhile, the Communists seemed stronger than ever. They had even launched an impeachment case against Yeltsin, indicting him on five counts: the collapse of the Soviet Union, the dispersal of parliament in 1993, the war in Chechnya, the disintegration of the army, and genocide of the Russian people. Prime Minister Primakov, for whom the Communist members of parliament had voted unanimously in September 1998, topped the polls among politicians nationwide and seemed the most likely candidate for the presidency.


Primakov was particularly renowned for making a demonstrative anti-American gesture. On March 24, 1999, Primakov was on board a plane to Washington, above the Atlantic, when he received a call from US vice president Al Gore to inform him that the United States had begun a bombing campaign against Yugoslavia to end the conflict in Kosovo. Outraged, Primakov ordered the plane to turn around and return to Moscow—a gesture that was applauded by the Russian public, whose sense of national pride had been wounded by the fall of the Soviet Union and the chaos that ensued. By contrast, the Russian press, which was both pro-Kremlin and liberal (which, in the Russian context, means pro-democracy), criticized Primakov for populism and flirting with Communist voters. Kommersant, Russia’s top business daily, insisted that Primakov’s political grandstanding had cost Russia $15 billion as a result of agreements that Washington now would not sign: “In acting in such manner, the Russian prime minister made a choice. He chose to be a Communist, a Bolshevik, oblivious to the interests of his native land and people in favor of internationalism, which is intelligible only to himself and former members of the Communist Party,” railed the paper.1


The Atlantic U-turn was the first act of state-level anti-Americanism in 1990s Russia. It also marked the start of the decisive battle for power between the conservative anti-Westerners, under the banner of Primakov, and the liberal and pro-Western forces eager to thwart Soviet revanchism. The latter had no leader per se but did have a secret coordinator: the head of Boris Yeltsin’s presidential administration, Alexander Voloshin.


The Communists had to be knocked off balance, and the reburial of Lenin might be just the thing that would do it. But under the relevant law, Lenin’s body could be moved only if one of three conditions was met: (1) if the move was expressly desired by Lenin’s descendants (but all were strongly against); (2) if local authorities—such as Moscow mayor Yuri Luzhkov—decreed it necessary “for sanitary and environmental reasons” (but Luzhkov had no intention of entering the power struggle on the side of the Kremlin and the liberals); or (3) if the tomb hindered public transport. It could not be moved by presidential decree alone. Violation of this law was considered a criminal offense and would have added vandalism to the Communists’ list of indictments against Yeltsin. It was too risky. Therefore, the Kremlin decided to try a different tack—it would target not Lenin but Primakov.


On May 12, 1999, three days before the impeachment vote against Yeltsin in the Duma (the lower house of the Russian parliament), Primakov was sacked, with the official reason being “lack of dynamism in prosecuting reforms to solve economic issues.” On May 15 the Communists failed to gain the three hundred votes they needed to commence impeachment proceedings. The presidential administration worked in close association with Duma parliamentarians, and almost all independent MPs voted against the impeachment. It was a tactical triumph for Voloshin, but it did not resolve the issue of how to prevent the Primakov-Communist alliance from securing victory the following year, when Yeltsin’s second presidential term would end.


The crux of the matter was that Yeltsin’s circle contained virtually no politicians with any significant approval rating. The aged Yeltsin’s own approval rating was incredibly low, largely due to press and opposition (mainly Communist) allegations against his family. Journalists back then referred to Yeltsin’s “Family,” using a capital F to indicate that the president’s nearest and dearest had special and at times disproportionate influence in state affairs and perhaps business as well. Yeltsin’s Family included first and foremost Tatyana (Tanya) Borisovna Dyachenko, who was Yeltsin’s daughter, and Valentin (Valya) Yumashev, the former head of his administration. They would later marry, tying the knot in 2001. In a broader sense, the Family also included the oligarchs closest to Tanya and Valya, Boris Berezovsky and Roman Abramovich. The last member of the Family was its “personal representative,” Alexander Voloshin, head of the Yeltsin administration, who was also charged with rescuing the Kremlin from the dire situation in which it found itself.


Coming from the world of business and having worked in the 1990s for dozens of companies of varying repute, Voloshin was considered a committed statist. He upheld the interests of the state as he perceived them. A market economy seemed to him to be absolutely vital, while human rights and freedom of speech were a superfluous and at times inconvenient detail. Kremlin insiders sometimes referred to Voloshin as the “ice man” for his cold resolution in matters that seemed to him of fundamental importance.


MANAGING THE SUCCESSION


The Family was strongly opposed by Moscow mayor Yuri Luzhkov. Luzhkov had long been considered the natural successor to the Russian presidency, despite—or perhaps thanks to—his image as the antithesis of Yeltsin (much as the mayor of Paris, Jacques Chirac, had played a similar role in regard to the elderly French president François Mitterrand). Luzhkov was known across Russia neither as a liberal nor as a conservative, but simply for being a good manager.


Luzhkov wanted power for himself and rarely tried to hide his ambitions. His bid for the presidency began in 1998, when he created the “Fatherland” movement—a party that comprised a group of regional governors with a background in the Soviet bureaucracy. He had his own group of supporters inside the Kremlin, who tried to persuade Yeltsin to pick their man as his successor. But Yeltsin had never liked Luzhkov.


Luzhkov recalls that the Family sent Boris Berezovsky as its emissary with a message: Luzhkov would get the nod to succeed Yeltsin on two conditions—a guarantee of immunity for the entire Family and a guarantee of the inviolability of the results of privatization. Luzhkov refused, whereupon (in his own words) he became the target of a slander campaign.


Luzhkov was sure that the Family was in trouble, beyond salvation. According to rumors, the head of the Investigation Department of the Prosecutor General’s Office had already signed warrants for the arrest of Tanya and Valya. Cynical observers asked just one question: “Will they have time to get to the airport?” Naturally, Luzhkov was reluctant to join the fight on the side of those he considered to be the losers. He wanted to associate himself with the winners.


Voloshin, the new Kremlin chief of staff, paid visits to Luzhkov and drank tea with him in an attempt to curry favor. But no amount of tea could win him over. Luzhkov smelled presidential blood and was preparing to go in for the kill. However, the vicious war of words between him and the Family had slashed his own approval rating. So the mayor of Moscow did something cunning. He supported Primakov, letting the aged patriarch of the nation take center stage, while he waited in the wings. He calculated that his turn would come four years later.


The Kremlin had no counterweight to the heavyweight Primakov. Facing defeat, the Family started casting around for a successor. It took until August 1999 to find him. His name was Vladimir Putin, director of the FSB (successor to the KGB). This young, unknown intelligence officer was the former right-hand man of Anatoly Sobchak, mayor of St. Petersburg from 1991 to 1996 and a popular first-wave democrat.


Two days before Putin’s appointment as prime minister, militants from Chechnya invaded the neighboring North Caucasus republic of Dagestan. Unlike his predecessors, who had been constantly plagued by economic woes, Putin was able to score political points by taking the fight to an external enemy. A month later terrorists blew up two apartment blocks in Moscow, an event that weakened Mayor Luzhkov and slightly strengthened Putin.


Even so, it was impossible to imagine that the sorely discredited Family could actually prevail in the presidential election. Yevgeny Kiselyov, Russia’s leading TV presenter and general director of the television channel NTV, declared live on air in September 1999 that Primakov was “fated to win.” Primakov topped the polls and enjoyed the backing not only of Luzhkov but also of almost all of Russia’s regional governors. He was financed by Russia’s two largest oil companies, Lukoil and Yukos, as well as the “Russian Bill Gates,” Vladimir Yevtushenkov. He was supported by the energy company Gazprom and the country’s main media mogul, Vladimir Gusinsky, owner of NTV, which was Russia’s most reputable TV station at the time.


But that wasn’t the half of it. Three months remained until the next parliamentary elections. Since 1990 no pro-Kremlin party had ever performed well in them, and this time around the situation was worse than ever. The Kremlin didn’t even have its own party. Primakov, on the other hand, had a party that was set to win the State Duma. It included almost all the country’s regional governors, which meant that Primakov had administrative leverage nationwide. The Fatherland-All Russia (FAR) political bloc, formed from Luzhkov’s Fatherland movement, was the firm favorite.


The dream of burying Lenin had to be postponed again. The struggle against the Communist legacy was put to one side. First and foremost, the Family and their candidate had to defeat the former Communist Yevgeny Primakov.


A NEW YEAR’S FAIRY TALE


On December 31 Alexander Voloshin, head of the Yeltsin administration, wrote an official resignation letter. One hour later his boss, President Yeltsin, resigned as well, whereupon Prime Minister Vladimir Putin was appointed acting president. It marked the successful completion of the transfer of power—what journalists described as “Operation Successor.”


“What’s that for?” asked Putin upon seeing Voloshin’s resignation letter. The latter explained with a smile that he had been appointed Kremlin chief of staff by the former president, and Putin should name his own man. Putin returned the smile and asked Voloshin to remain in his post. The Kremlin’s new lord and its old-new chief political strategist exchanged bows and went their separate ways.


Twelve days earlier, the parliamentary elections had turned out to be a triumph for Voloshin and his brainchild, the synthetic political bloc Unity. Unity had outperformed its main competitor, Fatherland-All Russia (FAR), headed by Primakov and Luzhkov—something that had seemed impossible just three months before.


The Central Election Commission had registered FAR in the elections in early September. Thirty percent of respondents to a national poll said they would support FAR, giving it a wide margin over other parties—FAR was even ten points ahead of the Communists. All seemed to be going well. It was then—three months before the election—that Alexander Voloshin began to assemble a new party to rain on Primakov’s parade.


The godfather of Unity was Boris Berezovsky, whom the Russian press christened the “gray cardinal” of the Kremlin. A former mathematician and academic, Berezovsky was an erratic genius bursting with ideas, which the Kremlin exploited. He had the ear of Tanya and Valya, but Yeltsin was suspicious of him and never once granted him a private meeting. But Berezovsky compensated for this by telling stories to the press about how the Kremlin’s entire policy was his work.


Berezovsky was indeed the fountainhead of Unity. He personally visited several regional governors to persuade them to abandon Luzhkov and Primakov and switch their allegiance to the Kremlin. But pretty soon Berezovsky lost interest in the routine work of party building, handing responsibility over to Voloshin’s young assistant Vladislav Surkov, who would soon become deputy chief of staff. It was to be the first election campaign for Surkov, Putin’s future political strategist.


The Kremlin’s new project managed to attract the support of a total of thirty-nine regional governors, leaving Primakov with forty-five in the FAR camp. Next up was the identification of a leader. Putting Putin forth in that role was dangerous, since an electoral failure would make it impossible for him to succeed Yeltsin in the presidential contest. Therefore, another popular candidate was chosen as a safety net: minister of emergency situations Sergei Shoigu. “Shoigu to Save Russia” headlines appeared in pro-Kremlin newspapers even before he had agreed to run. In the end he had to be persuaded by Yeltsin himself.


Funding for Unity came primarily from Berezovsky and Abramovich, although money was also raised from some of Primakov’s backers, businessmen who wanted to hedge their bets. The average check from an oligarch was for $10 million, and Unity raised a total of about $170 million.


Voloshin also courted the liberal community, explaining that FAR represented the past, Soviet revanchism, and the KGB’s attempt to regain power. Primakov had indeed been appointed first deputy director of the KGB in the late perestroika years under Gorbachev, but he had never served as an intelligence officer.


All liberals, reformers, and those in favor of change should be on the side of Unity and Putin, said the Kremlin through Voloshin. In truth, Unity was full of the same kind of regional opportunists as FAR, essentially those that FAR could not accommodate. Nevertheless, Unity had made a good start. Primakov’s main problem was his age, which heightened his resemblance to the ailing Yeltsin. Putin and Shoigu, on the contrary, were young and energetic. By early October only 20 percent of polled potential voters said they were planning to support FAR, down from 30 percent, and Unity’s support was up from nothing to 7 percent. Asked whom they would choose in the presidential election, 15 percent of those surveyed said they would vote for Putin, while Primakov had the support of 20 percent of poll respondents.


The next two and a half months saw the dirtiest election campaign in Russian history. At the heart of it were the two political strategists who were running the election campaigns, each fighting to annihilate the other. In the Kremlin’s corner was Vladislav Surkov, and in Primakov’s was a young political consultant from Saratov by the name of Vyacheslav Volodin. It was the first of their many scraps. They would spend the next fifteen years fighting for influence over Putin.


On election day Surkov’s Unity secured 23 percent of the parliamentary seats under the party-list proportional representation system (one percentage point behind the Communists), with Volodin’s FAR receiving 13 percent. But more significant was that Putin’s poll numbers had risen to 30 percent, while Primakov’s remained stuck at 20 percent.


The unexpected defeat in the December 19 elections disheartened the Primakov-Luzhkov camp. However, FAR headquarters believed that since the presidential election was six months away, there was still everything to play for. Moreover, they were confident that their new Duma MPs could form a coalition with the Communists, who had the most seats, and that the Speaker of the Duma would be none other than Primakov himself, from which position he could vie with Prime Minister Putin for the presidency. Primakov’s future campaign staff had even started to allocate decision-making duties among themselves. Everyone was confident that there would be no significant changes before New Year’s. It was time to relax after the exertions of the past few months.


But things turned out differently. On December 31, 1999, when Boris Yeltsin announced his resignation as president and the appointment of Vladimir Putin as his successor, he ensured that the presidential election would be held in March instead of June (under the constitution new elections had to be called within three months after the resignation of a president). This meant that Primakov, Luzhkov, and other Kremlin opponents had little time to organize their opposition. They would barely have time to recover from their defeat in the parliamentary elections. It was a shady maneuver on the part of the Kremlin, but it would deliver the necessary result.


No one immediately understood that the game was over. While Primakov’s camp had been busy assigning campaign roles, Kremlin chief of staff Voloshin, still accompanied day in and day out by Lenin fifteen meters away and dreaming of parting company with him, was thinking the unthinkable: an arrangement with the Communists. The main objective of the Kremlin was simple: split the alliance between the Communists and Primakov supporters. “It’s more important to screw Fatherland,” posited a Kremlin insider. “The party appeals to opportunists. We need to show that if they stay with Primakov and Luzhkov, they’re on a siding to nothing.”


On January 18, at the first session of the new Duma, it was revealed that over the New Year holidays Unity and the Communists had concluded a package deal: the Speaker of the Duma would be a Communist Party member, while the chairmanships of all committees would be shared. The other parties, including FAR, would get nothing. For Primakov’s entourage it was a devastating blow. They had thought they were entering the Duma to make policy and political careers for themselves, but Voloshin made it clear that if they opposed the Kremlin, they would remain ordinary MPs in minority parties. For diehard careerists it was ruinous. Realizing that the fates had deserted Primakov, a third of FAR’s up-and-coming members defected to other factions at the very first sitting. “It’s a conspiracy!” shouted Primakov from the podium, and promptly left the chamber in protest.


As a result, he did not even run for president. He quit the Duma eighteen months later, handing over the reins of FAR to his protégé, the promising MP Vyacheslav Volodin. But the latter quickly swore allegiance to Putin, whereupon a merger between FAR and Unity was arranged by the end of 2001. The new ruling party was to be called United Russia, and ten years later Volodin would be the Kremlin’s chief political strategist.


SOVIET SYBARITES


The amount of money that business interests gave to Putin’s election campaign was embarrassingly large. Sergei Pugachev, a banker close to the Family and now friends with Putin, is said to have launched a fund-raising campaign among his peers in big business, ostensibly on behalf of Putin. But the money allegedly did not reach Putin’s official campaign.


Sergei Pugachev had been welcome in the Kremlin for some time. In 1996 he was one of the main sponsors of Yeltsin’s campaign. Pugachev, like many other influential businessmen, knew Putin from his St. Petersburg days, and he was quick to befriend Yeltsin’s successor. Initially Putin cut a rather lonely figure in Moscow, as his personal friends had not yet moved to the capital. “There was no trace of the Yakunins, Kovalchuks, and Rotenbergs back then,” says Pugachev, speaking of close friends of Putin’s who would become top businessmen and billionaires within a decade.


Putin and Pugachev were neighbors in Rublyovka, the fanciest suburb of Moscow, and together they toured the dominions of the Department of Presidential Affairs to find a residence for the new prime minister. They settled on the former residence of Mikhail Gorbachev at Novo-Ogaryovo, outside Moscow. According to Pugachev, what struck Putin most of all was the fifty-meter swimming pool.bb




As it happens, all top Kremlin officials lived in homes once occupied by Soviet leaders. Voloshin, for instance, lived in a house that had belonged to general secretary Yuri Andropov.





Pugachev saw that Putin liked his new existence. On one hand, he had not sought to become president. On the other, he was enticed by the privileges of being president, especially when they increased his domestic comfort. At that time the vast majority of officials, including Putin in his role as director of the FSB, lived modestly; villas, yachts, and private jets were the unattainable preserve of the oligarchs. For Putin, the main perk of his unexpected ascension to prime minister and acting president was the upgrade in living conditions.


Pugachev remained a close friend of Putin’s for a long time. They hung out with each other, drinking and going to the steam baths, and their children grew up together. However, while Pugachev did not gain political leverage from his association with the president, he still ostensibly acted on Putin’s behalf to cut business deals. Perhaps it was this overexploitation of his friendship with Putin that would play a fateful role in the life of the banker ten years down the line.


THE FIRST FRIEND


On March 11, 2000, the Mariinsky Theater staged an event that was a premiere in more than one sense. In the main hall was a sumptuous production of Sergei Prokofiev’s opera War and Peace staged by director Andron Konchalovsky, recently returned from Hollywood. And in the audience that night was the very first gathering in one space of Russia’s future political elite. Theater staff stared at them with amazement—never before had they seen so many people with mobile phones.


Seated in the royal box, next to Vladimir Putin, was British prime minister Tony Blair. Putin had been acting president for one and a half months, and this was his international debut—the first time that he had received a foreign leader, and with full pomp and circumstance to boot.


Two months earlier, at a press conference at the Davos Economic Forum, US journalist Trudy Rubin had astonished the Russian delegation with a direct question: “Who is Mr. Putin?” It seemed no one knew anything about Boris Yeltsin’s successor. What were his chances of success, political background, degree of autonomy, motives, beliefs, hopes, fears? Did he desire reform or did he thirst for revenge? The Russian public knew no more, having been presented with a “tough guy,” the polar opposite of the frail Boris Yeltsin. For Western audiences, Putin and his team opted for a “smart guy” image: a young, energetic lawyer, competent and self-confident, yet at the same time open and friendly. His role model was, in fact, Tony Blair. So it was natural that Blair was the first leader with whom Putin sought to establish amicable relations.


Memories were also still fresh of Margaret Thatcher’s words upon on meeting Mikhail Gorbachev sixteen years earlier: “We can do business together.” Putin did not want to be a second Gorbachev, but he counted on building the same external PR machine as the last general secretary and president of the Soviet Union had. Basically, Putin wanted to be liked. He set about paying court to Blair, as assiduously as an agent trying to recruit a target.


The British prime minister was invited to St. Petersburg, Putin’s hometown, where the Russian leader could look more regal—and certainly more European—than in Moscow. First he held a meeting with Blair at Peterhof, a former tsarist summer residence outside the city. Then he gave the British prime minister a personal tour of the Hermitage. Finally, in the evening, the leaders and their wives went to the premiere at the Mariinsky.


Near the entrance to the theater a small group of demonstrators had gathered bearing signs that read “Putin means war” (i.e., the war in Chechnya).2 The opera that the two leaders were about to see, War and Peace, tells the story of a bright period in the history of Anglo-Russian relations, when the two empires were allies and defeated a common enemy. Emperor Alexander I appeared on stage in act one, holding a toy poodle. Not only did Alexander slightly resemble Putin, but the Russians in the hall immediately got the reference to Putin’s pet dog, Tosya.cc




Alexander I is one of the most enigmatic figures in Russian history. Having defeated Napoleon, he declared, “We have enough land,” and did not try to increase the size of the Russian Empire. That was a first in Russian history. According to legend, in his later years he renounced the throne, faked his own death, and went to Siberia under the name of the Russian Orthodox starets Fyodor Kuzmich. In 2014, following the annexation of Crimea and the outbreak of war in Ukraine, Vladimir Putin would place a monument to Alexander I by the walls of the Kremlin.





Blair was awestruck by the truly tsarist reception at the Mariinsky Theater. Before any theatrical premiere in London, he would be forced to smile and shake hands with all and sundry. But at the Mariinsky it was different. “I noticed people fell back as he approached, not in fear or anything; but a little in awe and with reverence. It was a tsar-like moment and I thought: Hmm, their politics really isn’t like ours at all,” Blair marveled ten years later in his memoirs.3 But in 2000 he chose his words more carefully: “His vision of the future is one that we would feel comfortable with,” Blair said in an interview upon his return to London. “Putin has a very clear agenda of modernising Russia. When he talks of a strong Russia, he means strength not in a threatening way but in a way that means the country economically and politically is capable of standing up for itself, which is a perfectly good aim to have.”4 Putin had passed the first test, making an indelible impression on Blair. That same day Blair’s press service let it be known that after his return to Downing Street the British prime minister had phoned his G7 colleagues to share his positive opinion of Putin.


Two weeks later Putin won the presidential election in Russia and appointed his own government and presidential administration. The head of the administration remained the same, Alexander Voloshin. Having overseen the smooth transfer of power from Yeltsin to Putin, he became the Kremlin’s policy architect for Putin’s first term and a conduit for the new president’s early reforms.


Putin began his presidency convinced that he could build good relations with the West, in particular with the United States. He believed that Westerners simply did not understand the peculiarities of Russia, and so Russians would have to explain who they are, where they are, what their problems are. Putin received every Western leader and foreign minister who paid a visit to Russia—and sat with them for far longer than protocol required.


With Blair, everything seemed to be in order. The British prime minister was not overly critical of the Kremlin’s military action in Chechnya, and he apparently accepted the reasons Putin carefully explained for it: that the Second Chechen War had begun when Wahhabist militants from Chechnya—under the slogan “Allah above us, goats beneath us”—invaded neighboring Dagestan. “By goats they mean us, all of us,” stormed Putin.


Putin and Blair met five times in 2000. In April, elected but not yet inaugurated, he flew to London on his first foreign trip. It was in London that Putin also gave his first post-election press conference, jointly with Blair. They called each other “Vladimir” and “Tony.”


In November the British prime minister paid another visit to Russia, this time to Moscow. Putin took him to the Pivnushka restaurant. There they drank vodka (Putin had already ascertained that Blair liked hard liquor), snacked on potatoes, herring, and pickled mushrooms, and discussed how to build relations with the United States under the new administration. The US presidential elections had taken place two weeks earlier, but the outcome was still unknown. The hanging chads were still being examined in Florida, and it was unclear whether the name of the new president would be known by New Year’s. Putin and Blair, both elected with their own landslide victories, poked fun at the situation in America.


THE MIRACLE OF THE CRUCIFIX


Russia played a special role in the US presidential election campaign in 2000. The Republicans accused outgoing president Bill Clinton and his vice president, Al Gore, who was now the Democratic candidate, of “losing Russia.” The elections coincided with the publication of a special report entitled Russia’s Road to Corruption: How the Clinton Administration Exported Government Instead of Free Enterprise and Failed the Russian People, which claimed that the Clinton administration had failed terribly on Russia.5 The report compared 1945 and 1991, the respective ends of the Second World War and the Cold War. The United States was the victor in both these wars, but in the first case the Truman administration had managed to avoid revanchist sentiment in Europe by implementing the Marshall Plan, which resuscitated Europe’s (particularly Germany’s) economy and put the continent back on the road to normalcy, making allies of European countries in the process, while in the second the Clinton administration did the opposite. International Monetary Fund (IMF) money earmarked for the restoration of the Russian economy was stolen with the alleged connivance of the US government, there was no de-Sovietization in Russia (unlike the de-Nazification of Germany after World War II), and by the turn of the new millennium Russian anti-Americanism was reaching new heights—a stunning contrast to the mood in the early nineties. At the time of the collapse of the Soviet Union, the United States had enjoyed great popularity among Russians. Ten years later it had all fizzled out. The Russian public, the report stated, now blamed America for the poverty and corruption sweeping the country. The Clinton administration had squandered a historic opportunity to help Russia become a democratic state because it had trusted too narrow a circle of leaders: President Boris Yeltsin, Prime Minister Viktor Chernomyrdin, and Vice Prime Minister Anatoly Chubais, architect of the pro-democracy reforms. The blame for all this, according to the report, lay with three people who had been personally involved in Russian matters: Vice President Al Gore, Deputy Treasury Secretary Larry Summers, and Deputy Secretary of State Strobe Talbott. There is no doubt that the report was a typical preelection ploy to discredit Gore—the group that authored the report was headed by Republican congressman Christopher Cox. Incidentally, the final part of the report asserted that not all was lost: the new Russian president, Vladimir Putin, was trying to carry out necessary reforms and it was vital to assist him. It would be the last chance for both Russia and America. The report did not explicitly say so, but the implication was that such an important task could not be entrusted to a Gore administration.


Putin, and especially his right-hand man Voloshin (who spoke excellent English), were potentially desirable partners for Washington. According to transcripts of telephone conversations between Clinton and Blair, released in 2015, the president of the United States thought that “Putin has enormous potential. He’s very smart and thoughtful. We can do a lot of good with him.” And later he added: “His intentions are generally honorable and straightforward, but he just hasn’t made up his mind yet. He could get squishy on democracy.”6


Alexander Voloshin got on well with Larry Summers and even better with Strobe Talbott, and he knew how to build relations with a potential Gore administration. Much less was known about the Republican candidate, George W. Bush. Therefore, Voloshin decided to send a large delegation from Unity to attend the Republican National Convention in August 2000, where Bush would receive the Republication presidential nomination. Voloshin explained to the delegation that the Republicans were more pragmatic and constructive politicians, not as “ideologized” and less concerned about human rights, and noted that relations between Russia and the United States had always been much easier under Republican presidents. A meeting was arranged between the Americans and the Unity group, and both Bush and his foreign policy adviser, Condoleezza Rice, made a very good impression on Putin and Voloshin’s envoys. In January 2001 the victorious Bush invited Unity representatives to attend his inauguration.


In getting to know Bush, Putin’s approach was just as meticulous as it had been with Blair. Before their first meeting in the Slovenian capital, Ljubljana, Putin studied an in-depth dossier on Bush, full of personal details. Above all, he noted that Bush had been fond of alcohol in his youth, but at the age of forty he had quit drinking and become deeply religious. So during the initial small talk at the meeting in Ljubljana, Putin told Bush a story about himself. He had once had a dacha outside St. Petersburg, which a few years earlier had burned to the ground—fortunately none of his family had been hurt. Miraculously, the only object to survive the fire was a crucifix given to him by his mother. The incident convinced him that miracles do happen, Putin concluded. The God-fearing Bush was deeply affected. “I looked the man in the eye. I found him to be very straightforward and trustworthy and we had a very good dialogue. I was able to get a sense of his soul,” he would say after that memorable first meeting.7


The new US president also believed that he had to engage with Putin for the sake of good future relations. Bush initially thought that Russia could become a typical European country like Germany—not a superpower like the United States or China, but a normal prosperous nation.


In the summer of 2000 Putin made the decision to close all military bases overseas that Russia had inherited from the Soviet Union, including ones in Vietnam and Cuba. Military and intelligence officials were shocked, but he patiently explained to them that the bases had been obsolete for many years. Russian foreign minister Igor Ivanov expounded the Kremlin’s reasoning: “For ten years our navy has not set sail in the Indian Ocean or used naval bases in the region.”8 Nor had the hugely costly Lourdes radar station in Cuba nor the Cam Ranh naval base in Vietnam ever been used. Far more could be achieved through surveillance from space than through maintaining old Soviet bases, it was argued. As usual, patriots in the armed forces cursed the political leadership for its betrayal of national interests. But they went along with the decision.dd




In 2013 Putin would reconsider that decision, renewing the agreement with Vietnam on the use of the naval base at Cam Ranh.





THE “FAT DECADE”


Putin’s team really did start to carry out systemic reforms without delay. Even before his inauguration Putin ordered a number of his old acquaintances from St. Petersburg—liberal economists working under the city’s first democratic mayor, Anatoly Sobchak—to draw up a reform plan for the new government. Presiding over this creative group were German Gref and Alexei Kudrin. After Putin’s election they received ministerial portfolios: economic development and finance, respectively.


As they set about making plans for the future, they realized that they were in luck: In 1999, just when Putin was appointed prime minister, global oil prices had begun to rise. And so in 2000, for the first time since perestroika, Russia’s finance ministry, under Kudrin, was able to achieve a budget surplus. Now it was necessary to take advantage of this windfall. The St. Petersburg economists set their sights high.


The government set the income tax rate at a flat 13 percent. The number of different types of taxes was reduced by two-thirds, with the remaining tax burden shifted to the oil sector. Revenues rose because more companies preferred to pay taxes rather than to avoid them with shady schemes. A new land code was drawn up, and for the first time since the 1917 revolution the purchase and sale of agricultural land was permitted.


These startling reforms were approved by the Duma. Whereas under Yeltsin the parliament had refused to pass any law that came from the government, under Putin everything went smoothly thanks to the new coalition: Primakov’s former supporters had merged with Unity, giving the new pro-Putin party United Russia a majority. It voted for all the Kremlin-sponsored bills.


Oil prices continued to rise at a pace that enabled the government to pay off foreign debts ahead of schedule. The population became richer—it was a Putin-inspired economic miracle. After the lean nineties, Russia welcomed the fat decade that began the twenty-first century.


Alongside the Gref-Kudrin economic reforms, Putin and Voloshin implemented some radical political changes. For example, Voloshin came up with the idea for a new-look Federation Council, the upper house of the Russian parliament. Previously home to just regional governors, it would now house professional senators, who would represent the regions. Somewhere along the line political scientists dubbed the new policy “managed democracy”—since under Yeltsin everything had been “unmanaged.” The first step in improving manageability was better control over the regions. Preventing regional leaders and business lobbyists from hindering the reforms was the sole objective.


The shake-up was very unpopular with the governors themselves, who were expelled from parliament and hence deprived of the right to vote at the federal level. Especially unhappy were those who had sworn allegiance to Putin and supported Unity during the election campaign. Why was Putin punishing his allies? The governors asked Boris Berezovsky to convey their general mood of disquiet to the president; after all, he had persuaded them to support Putin in the first place. The president received Berezovsky but did not listen to him.


Despite some grumbling, the reforms were supported by a majority of the parliament. Even Primakov’s former underlings voted for them. In order to prove their loyalty to the new government, ex-members of FAR were willing to vote for anything. It was then that Voloshin and his deputy Surkov decided to wrap up the process of merging Unity and FAR into the pro-Putin party United Russia. At the same time all positions in the Duma would be redistributed, since the previous package deal with the Communists was no longer required. Indeed, after this defeat the Communists never fully recovered; they ceased to be a political force and became quite harmless. Voloshin, no longer threatened by the specter of Communism, dropped the idea of moving Lenin.


Instead, at the end of 2000 the Kremlin had the idea of putting the symbolism back into Russia’s state symbols. No one had sung the national anthem for a decade, for the simple reason that it had no words: in November 1990 the Supreme Soviet of the Russian Soviet Federative Socialist Republic (RSFSR) had adopted a melody by the great nineteenth-century Russian composer Mikhail Glinka as the national anthem, but it was purely instrumental. Voloshin did not like it, and neither did Putin—it was too bland, they thought. They drew up a long list of alternative anthems, mostly old military marches. At the last minute, however, Putin tore them up. He decided to restore the old Stalinist anthem, but with new lyrics. What’s more, the task of composing the new words would be entrusted to the author of the previous version, the old Soviet poet Sergei Mikhalkov, father of Andron Konchalovsky (who had directed War and Peace at the Mariinsky) and Nikita Mikhalkov, also a film director.


The Communist-hating Voloshin was not amused. The Family foresaw what a blow it would be to Boris Yeltsin, now retired, because of his hatred of Communism and Soviet symbols. But Putin convinced his advisers that the new anthem would assist the reform process. Since painful economic reforms (such as the planned cancellation of the vast array of Soviet-style privileges and concessions for retirees) were unavoidable, it was better not to vex the people over a trifle. Let the old folks rejoice, and let the Kremlin save its energy for liberal reforms and deregulation, exhorted Putin. Voloshin acquiesced. For the sake of the reform program, Russia would sing the Soviet anthem.




[image: ]


a It is important to note that in Russia, the presidential administration and the government are two completely different organizations. The government, headed by the prime minister, works out of the House of the Government of the Russian Federation, colloquially known as the “White House.” According to the Russian constitution, the government is the country’s executive power. But sometimes it’s far less influential than the presidential administration, which is located partly in the Kremlin and partly in Staraya Square, in the buildings once occupied by the Central Committee of the Communist Party of the USSR. And the presidential administration has almost the same importance now as the Central Committee did then. Since the late 1990s it has been the most important center of power in Russia—though this structure is not even mentioned in the constitution. It is headed by the chief of staff of the presidential administration.


b As it happens, all top Kremlin officials lived in homes once occupied by Soviet leaders. Voloshin, for instance, lived in a house that had belonged to general secretary Yuri Andropov.


c Alexander I is one of the most enigmatic figures in Russian history. Having defeated Napoleon, he declared, “We have enough land,” and did not try to increase the size of the Russian Empire. That was a first in Russian history. According to legend, in his later years he renounced the throne, faked his own death, and went to Siberia under the name of the Russian Orthodox starets Fyodor Kuzmich. In 2014, following the annexation of Crimea and the outbreak of war in Ukraine, Vladimir Putin would place a monument to Alexander I by the walls of the Kremlin.


d In 2013 Putin would reconsider that decision, renewing the agreement with Vietnam on the use of the naval base at Cam Ranh.












CHAPTER 2


IN WHICH POLITICAL ÉMIGRÉ BORIS BEREZOVSKY IS NOT INVITED TO THE ROYAL WEDDING


[image: ]


I never met Boris Berezovsky, despite the fact that I worked nearly a decade for Kommersant, which he owned back in the 2000s.


Writing a book about Gazprom in 2007, I felt obliged to interview him, yet I intentionally didn’t do so. It seemed to me that Berezovsky could have somehow discredited the book, since his reputation at that time was dubious, to say the least. Besides, I was convinced that Berezovsky was an inveterate liar. What’s the point of interviewing someone you can’t trust?


A year before his death, he gave a long interview to my colleagues at TV Rain. Shortly afterward, he eloquently expounded his version of events from the late 1990s and early 2000s during a lawsuit he brought against former oil oligarch Roman Abramovich (now owner of the Chelsea soccer club) in London. But the London Commercial Court, agreeing with my assessment of the man, found Berezovsky to be an “inherently unreliable” witness and ruled against him.
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