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Chronology


1991


Jun Boris Yeltsin is elected president of the Russian Federation, the largest of the fifteen Soviet republics


Aug Soviet President Mikhail Gorbachev is temporarily ousted in a failed coup by hard-line communists


Dec The Soviet Union breaks up, and Gorbachev steps down


1992


Jan Yegor Gaidar, Yeltsin’s prime minister, starts economic ‘shock therapy’


Jan President George H. W. Bush tells Congress: ‘By the grace of God, America won the Cold War’


Jun Yeltsin holds his first summit with Bush, in Washington


Nov Bill Clinton defeats Bush in the presidential election


Dec Yeltsin drops Gaidar and replaces him with Viktor Chernomyrdin, a former Communist Party apparatchik


1993


Apr Yeltsin and Clinton hold their first summit, in Vancouver; Yeltsin wins a referendum on constitutional reform


Oct Pro-Yeltsin forces fire on parliament, killing at least 187 people


Dec New Russian constitution giving considerable power to the president is backed in a referendum


1994


Jun Russia joins NATO’s Partnership for Peace


Dec Russian forces enter Chechnya to ‘establish constitutional order’, beginning the First Chechen War


1995


Mar The Russian government gives the green light to the controversial ‘loans for shares’ scheme


Dec Our Home – Russia, the pro-Yeltsin party, is trounced in the parliamentary election


1996


Jul Yeltsin is re-elected, beating communist Gennady Zyuganov


Nov Clinton beats Bob Dole to win a second term


1997


May The NATO–Russia Permanent Joint Council is created


1998


Jul The IMF and World Bank offer Russia a $22.6 million rescue package in an attempt to stave off the worsening financial crisis


1999


Mar Poland, Hungary and the Czech Republic join NATO; the Alliance begins the bombing of Yugoslavia, angering Russia


Aug Vladimir Putin is named by Yeltsin as prime minister and launches the Second Chechen War


Dec Yeltsin unexpectedly steps down, naming Putin acting president


2000


Mar Putin is elected president


Jun Clinton and Putin meet for their first summit, in Moscow


Aug The Kursk submarine sinks, killing all 118 on board


Nov George W. Bush wins the presidency, beating Al Gore


2001


Jun Bush and Putin hold their first summit, in Slovenia


Sep Al Qaeda carries out the 9/11 attacks on New York and Washington


Oct Bush launches ‘Operation Enduring Freedom’, targeting Al Qaeda and the Taliban in Afghanistan


2002


Jan Bush talks of an ‘Axis of Evil’ spanning North Korea, Iran and Iraq


May Putin and Bush sign the SORT treaty to cut nuclear arsenals


May The NATO–Russia Council is set up


2003


Mar America invades Iraq


Oct Mikhail Khodorkovsky, the billionaire Yukos head, is arrested


Dec Putin’s United Russia party wins the parliamentary election


2004


Jan Mikheil Saakashvili becomes president of Georgia after the Rose Revolution


Mar NATO expands again to take in Bulgaria, Estonia, Latvia, Lithuania, Romania, Slovakia and Slovenia


Mar Putin is re-elected president with 72% of the vote


Nov Bush beats John Kerry to win a second term


Dec Ukraine’s Orange Revolution prompts a rerun of the rigged presidential election; Viktor Yushchenko beats Viktor Yanukovych


2005


May Khodorkovsky is sentenced to nine years in prison colonies


2006


Nov Alexander Litvinenko is murdered in London


2007


Feb In his speech at the Munich Security Conference, Putin attacks US attempts to create a ‘unipolar world’


2008


Feb Kosovo declares independence


Apr Ukraine and Georgia are invited to join NATO – but are not given a Membership Action Plan


May Dmitry Medvedev becomes president after a job swap with Putin, who replaces him as prime minister


Aug Russian forces enter Georgia; at least 1,500 people die in the ensuing war


Nov Barack Obama beats John McCain in the presidential election


2009


Mar Secretary of State Hillary Clinton launches Obama’s ‘reset’ in relations with Russia


2010


Feb Yanukovych beats Yulia Tymoshenko to become Ukrainian president


Jun Medvedev visits Silicon Valley on his way to Washington summit


Dec The public suicide of Mohamed Bouazizi, a Tunisian street vendor, marks the start of the Arab Spring


2011


Mar UN Security Council approves air strikes on Libya; Medvedev angers Putin by failing to wield Russia’s veto


Dec United Russia’s victory in parliamentary election triggers street protests amid anger at Putin’s plans to return to the presidency


2012


Mar Putin is re-elected president


May Medvedev is re-appointed prime minister by Putin


Aug Members of Pussy Riot are jailed in broader clampdown on dissent


Nov Obama wins re-election, beating Mitt Romney


2013


Jun NSA whistle-blower Edward Snowden arrives in Russia


Nov Donald Trump travels to Moscow for Miss Universe competition


2014


Feb Yanukovych flees Kyiv after three months of protests centred on the city’s main square, the Maidan


Mar Putin annexes Crimea and intervenes in eastern Ukraine


Jul Malaysian Airlines Flight 17 is shot down by pro-Moscow rebels over eastern Ukraine, killing all 298 people on board


2015


Jun Trump announces his presidential candidacy at Trump Tower


Sep Putin launches an air campaign in Syria in support of President Bashar al-Assad


2016


Jul Trump wins the Republican nomination and Hillary Clinton is confirmed as his Democratic rival


Nov Trump wins the presidential election


Dec Obama expels thirty-five Russian diplomats over interference in the election


2017


Jul Trump and Putin meet for the first time, at the G20 in Hamburg


2018


Mar The Skripals are poisoned in Salisbury by GRU agents but survive


Mar Putin is re-elected president with 77.53% of the vote


July Trump and Putin hold a summit in Helsinki


2019


Apr Volodymyr Zelensky is elected president of Ukraine


July In a notorious telephone call, Trump asks Zelensky to ‘do us a favour’


Dec The US House of Representatives votes to impeach Trump, but he is acquitted by the Senate two months later


Dec Zelensky and Trump meet in Paris


2020


July Russian voters back a change to the constitution to allow Putin to stand again in 2024


Aug Alexei Navalny is poisoned in Siberia and flown to Berlin for treatment


Nov Trump is defeated by Joe Biden


2021


Jan Navalny flies back to Russia and is jailed


Feb Trump survives a second impeachment attempt


June Biden and Putin hold their first summit, in Geneva


July Putin publishes an essay ‘On the Historical Unity of Russians and Ukrainians’


Dec The Kremlin issues far-reaching demands to resolve the crisis over Ukraine


2022


Feb Putin invades Ukraine





Preface



I WENT TO WORK IN MOSCOW IN August 1988 as a young correspondent for the Reuters news agency. My wife, Roberta, and I arrived in the city after a road trip across Europe and through Ukraine that took us perilously close to the Chernobyl nuclear plant, which had exploded two years earlier. Our shiny new Volvo estate car was piled so high with supplies that when we opened the back doors they began to cascade out. Stashed away beneath the jumble of clothes and shoes and household appliances were more than a hundred bottles of wine. I had been warned by my future colleagues that it was difficult to find any wine – or anything much else for that matter – in Russian shops. They were right.


Home was a gloomy little ground-floor flat in a complex for foreigners near the Rizhsky Market in the north of the city. Just up the road was the Exhibition of the Achievements of the National Economy (VDNKh), which by then was turning into something of a joke. A policeman in a cubicle at the gate of our compound checked the documents of everyone who came in and out. The Reuters office was in a rather grander complex in Sadovaya Samotechnaya Street, known among the expat community as Sad Sam. We wrote our stories on primitive computer terminals that turned our words into holes on a punched tape that we fed into a telex machine. A team of three interpreters, hired through the Directorate for Servicing the Diplomatic Corps (UPDK), the all-powerful organisation that took care of foreigners, watched over us in shifts. They all also worked for the KGB. At night we went to parties with an extraordinary fin de siècle feel.


When we drove around Moscow in the Volvo, now bearing number plates that began K001 – ‘K’ for correspondent and ‘001’ for Great Britain – we took it for granted that we were being watched. Returning home, we often found the drawer in which we kept our documents had been left open. Sometimes the phone would ring a few minutes later: there was never anyone there. Nina, who visited every morning to teach me Russian, structured her grammar questions in such a way as to extract details about my private life; she was especially interested in our Russian friends. When we wanted to travel outside Moscow we had to give our handlers twenty-four hours’ notice – or forty-eight in the case of sensitive places – to allow them time to arrange surveillance teams.


The Soviet Union, even in its final days, was a curious place in which nothing worked quite in the same way as it did in the West. But, thanks to Mikhail Gorbachev, who had come to power in 1985, it was changing fast. In the years that followed, I had a privileged front-row seat as the political, economic and socialist system built up since the Bolsheviks seized power in 1917 unravelled before my eyes and something wild, new and untested emerged to take its place. There was a sense of freedom and exhilaration in the air, but also a sense of foreboding mingled with that perennial Russian fear of chaos. When I left for good in 1995 the country’s future path seemed uncertain.


The Moscow to which I returned in 2016 to research this book was a very different city. People complained about the collapsing rouble and Western sanctions and how tough life had become. But I couldn’t get over how affluent the place looked compared with my time there. In the intervening two decades Russians had come to take for granted the shops, bars, restaurants and other trappings of a modern developed economy that had seemed so exotic when the first McDonalds opened in Moscow in 1990. Yet the optimism and euphoria that had reigned in my early days in the city had long since been replaced by a sense of resignation, grievance and wounded national pride.


This book sets out to track how Russia has changed over the past quarter of a century through the prism of its relations with the West. It is a story of high hopes and goodwill but also of misunderstandings and missed opportunities.


Peter Conradi





Introduction



WHEN GEORGE H. W. BUSH, STARTING the final year of his momentous single term as president, approached the lectern to deliver his State of the Union speech in January 1992, he could be excused a swagger in his step. The United States was now the sole superpower. ‘In the past twelve months, the world has known changes of almost biblical proportions,’ Bush told Congress. ‘And even now… I’m not sure we’ve absorbed the full impact, the full import of what happened… But communism died this year… The biggest thing that has happened in the world in my life, in our lives, is this. By the grace of God, America won the Cold War.’


Bush’s hyperbole was understandable. For the previous four decades the world had been divided into two rival camps, one centred in Washington, the other in Moscow. Capitalism and communism were locked in a global battle for influence. Events from Cuba to Angola to Vietnam were viewed through the prism of the Cold War. The massive nuclear arsenals accumulated on each side meant the threat of total annihilation was only ever minutes away.


But the communist bloc was no more. Mikhail Gorbachev, the last Soviet president, had tried to save his country by humanising it, but instead he unleashed forces that would destroy it. First its satellite states, then the Soviet Union itself began to splinter. When some of Gorbachev’s closest allies staged a failed coup in August 1991 in a last attempt to salvage communism, they unwittingly dealt it a fatal blow. Just over four months later, the Soviet Union disappeared. An extraordinary experiment begun in 1917 to create a new kind of society like no other before it had ended not with a bang but a whimper. As Francis Fukuyama argued in his book The End of History and the Last Man, which was published a few days after Bush spoke, the fundamental values of liberal democracy and market capitalism on which America had been built now reigned unchallenged across the planet.


Three decades later, the world is a very different place, and Bush’s jubilation looks like ancient history. The invasion of Ukraine launched by Vladimir Putin on 24 February 2022 has brought war to the heart of Europe, driving more than fourteen million people from their homes within the first three months alone, over six million of whom have fled abroad. It has also provided proof – if any more was needed – of the Kremlin leader’s inability to live in peace with his neighbours – except on his own terms.


The ultimate effects of this aggression on Ukraine, Russia, Europe and on the world will be far reaching, and the year 2022 will go down in history as a turning point: the end of an era of complacency and over-confidence among the Western powers that kicked off as the Berlin Wall fell. Our times are now more volatile than anyone could have imagined in 1991.


Putin’s attack on Ukraine did not come out of the blue: it was the culmination of steadily worsening relations between Moscow and the West since the heady – if chaotic – days of Boris Yeltsin’s Russia in the early 1990s when a rapprochement between the former Cold War foes seemed on the cards. Putin, who succeeded Yeltsin in 2000, made clear his growing disenchantment with the new world order in a speech seven years later in Munich; addressing an audience of leading Western politicians and policy makers, he railed against America’s determination to create and dominate a ‘unipolar world’, declaring: ‘The United States has overstepped its borders in all spheres…and has imposed itself on other states.’


In 2008, angered by President George W. Bush’s insistence on opening the door of NATO membership to Ukraine and Georgia – despite resistance from Germany and France – the Russian president sent his forces deep into Georgia, imposing military defeat on Mikheil Saakashvili, its quixotic leader, who had wrongly expected Washington to come to his aid.


There was far worse to come: in 2014, amid the chaos in Ukraine that followed the ousting of Viktor Yanukovych, the pro-Russian president, by a pro-Western uprising, Putin annexed the Crimean peninsula and fomented a civil war in the country’s eastern breakaway Donbas region which, in the eight years that followed, turned into a protracted conflict that killed fourteen thousand people. Yet all of this pales beside the enormity of the bloody events of 2022.


Just as America was convulsed by the question of ‘Who lost China?’ in the aftermath of Chairman Mao’s victory over the nationalists in 1949, we must now ask: ‘Who lost Russia?’


It is a question that has provoked radically different answers as relations have deteriorated. Many in the West were initially prepared to give Putin the benefit of the doubt and pin blame for the mounting tensions of the late 2000s and 2010s on the decision to expand NATO rather than disband it and replace it with a new European security structure. After coming to power in 2017, Emmanuel Macron, the French president, set out to woo Russia and find ways to bring it back into the European fold; Angela Merkel’s Germany pursued a policy of Wandel durch Handel (change through trade), pushing ahead with the controversial Nord Stream 2 gas pipeline, despite the bitter opposition of the Ukrainians and Poles, and rejecting criticism of Germany’s growing dependence on Russian energy. The events of 24 February 2022 forced the sudden abandonment of such a policy. Olaf Scholz, who had replaced Merkel as chancellor the previous December, described the war in Ukraine as a Zeitenwende, an epoch-changing event. Indeed, the Russian invasion made it difficult to see the Kremlin leader as anything other than a ruthless despot who will stop at nothing to further what he sees as the interests of his country, whatever the cost in bloodshed and financial ruin. In his mind, such interests seem synonymous with his own.


Yet America, Britain and its other allies do not emerge blameless from this sorry saga. By floating the idea of Ukraine membership of NATO as long ago as 2008 but never taking concrete steps to make this promise a reality, they left successive governments in Kyiv with the worst of both worlds: after its sharp list towards Europe that followed the events of 2014, Ukraine was perceived by Russia as a hostile Western bridgehead, but was not given the security guarantees that would have been provided by membership of the Alliance. Weapons supplied so generously after the outbreak of war had been held back before for fear of provoking the Kremlin.


Nor did the threat of economic sanctions, however massive, deter Putin, not least because Biden repeatedly through 2021 and into early 2022 explicitly ruled out putting NATO boots on the ground in Ukraine. Underlying this was a failure by Western policymakers to acknowledge a fundamental asymmetry: the fate of Ukraine would never be as important to them as it was to Russia, and in particular to Putin himself, whose decision to invade seemed irrational and in defiance of all logic.


At the time this book went to press, the war in Ukraine was already into its fifth month. How and when it would end was not clear. With the undoubted benefit of hindsight, I attempt to set out in the pages that follow what could – and should – have been done to have prevented it from beginning.





I.


THE TIME OF TROUBLES






1


THE TIES THAT BIND


THE FOUNDING OF THE SOVIET UNION was proclaimed from the stage of the Bolshoi Theatre in Moscow on 30 December 1922. Its death warrant was signed almost seven decades later in a forest in Belarus. On 8 December 1991, in a hunting lodge in the Belavezha national park, Boris Yeltsin, president of the Russian Federation, and his Ukrainian and Belorussian counterparts, signed a treaty that formally abolished the USSR and replaced it with a looser entity called the Commonwealth of Independent States.


We, the Republic of Belarus, the Russian Federation (RSFSR), and Ukraine, as founder states of the USSR and signatories to the union treaty of 1922 . . . state that the USSR as a subject of international law and a geopolitical reality is terminating its existence,’ the document began. Yeltsin toasted the agreement of each of the treaty’s fourteen articles with Soviet champagne. A meeting with the press afterwards was brought to a close after only a few minutes when it became clear that the celebrations had left him barely coherent.


The treaty marked the final failure of attempts by Mikhail Gorbachev, the Soviet president, to prevent his country from being pulled apart by the separatist forces he unleashed after coming to power in 1985. Over the course of the previous few months, Gorbachev’s power had been gradually usurped by the leaders of the fifteen Soviet republics, chief among them Yeltsin. A charismatic larger-than-life figure whose ruddy cheeks betrayed his weakness for alcohol, Yeltsin had once been Gorbachev’s protégé, brought from the provinces to head the Moscow city Communist Party, with a seat in the Politburo.* But the two men fell out over Yeltsin’s impatience at the slow pace of reform, and after Gorbachev sacked him, Yeltsin became a bitter rival. Now he was getting his revenge: that June, taking advantage of the democratic reforms Gorbachev had introduced, Yeltsin had been elected as president of the largest republic, the Russian Federation, which was home to almost half of the Soviet Union’s 293 million people and much of its economic might. It gave him the ideal power base from which to attack his erstwhile mentor.


Yeltsin had travelled to Belarus with the aim of finding a way of maintaining the union – although without a role for Gorbachev, who had not been invited to join their meeting, giving it a conspiratorial character. But Yeltsin’s hopes foundered in the face of opposition from Leonid Kravchuk, president of Ukraine, whose people had just voted in a referendum in favour of independence by a margin of nine to one. For any reformed union to be viable, it had to include Ukraine, the second most powerful republic after Russia, and Kravchuk refused to sign up to anything that smacked of central control. Yeltsin changed tack and, desperate to salvage something from the meeting, agreed to the treaty hastily drafted by the Ukrainian leader as they sat there. Rather than save the Soviet Union, it buried it.


In the days that followed, as the other Soviet republics wavered and the West looked on with a mixture of fascination and horror, Gorbachev sought ways of undoing the deal done in Belavezha. Yet the tide of history was against him. On 21 December, in the Kazakh capital of Almaty, the new treaty was signed by the heads of the remaining Soviet republics (save Georgia, which sent an observer and was to join later, and the three Baltic states, which had definitively gone their own way that September). At the insistence of the Central Asian leaders, it was agreed that they would all be considered founding members.


In a televised speech on the evening of 25 December 1991, Gorbachev announced his resignation as Soviet president. At 7:32P.M., a few minutes after he left the Kremlin for the last time, the red Soviet hammer-and- sickle flag was lowered. At 7:45P.M., the tricolour of the Russian Federation was raised in its place and the chimes of the Kremlin’s Spassky Tower clock rang out for several minutes. The next day, the Council of Republics, the upper chamber of parliament, issued a declaration that the Soviet Union had ceased to exist as a functioning state.


THE SEEDS OF THE SOVIET UNION’S destruction were sown by its own creators. Russia under the Tsars was an empire rather than a nation state. Its people had been divided into Russians and inorodtsy (‘aliens’), with no doubt over who was in control. Lenin famously described Russia as the tyurma narodov (‘prison of peoples’).


The Bolsheviks adopted a different policy after seizing power in 1917: they set out to undo centuries of Russification and, despite their dismissal of national culture as a bourgeois fiction, encouraged the development of the bewildering number of ethnic groups who lived on the territory of the Soviet Union – 176, according to the first population census conducted in 1926.


It was not just a matter of making amends for the ‘great power chauvinism’ of the Tsars. Lenin realised that force alone was not enough to consolidate Soviet power. He had to convince the tens of millions of non-Russians that the new state being created was theirs, too, and persuade them to be active participants in his great socialist experiment. Paradoxical as it seemed, he believed the best way to do this was to develop individual languages and cultures, to foster the creation of ethnic leaders who could mediate with their respective peoples, and to set up institutions that would encourage mass participation. Where a language did not exist, or had no written form, linguists were dispatched from Moscow or St Petersburg to formulate one.


This policy was reflected in the administrative structure of the new state. Although power in reality was concentrated in the Kremlin, in the Politburo of the ruling Communist Party, the Soviet Union was formally divided up in such a way that each of the ethnic minorities had its own national territory. The main building blocks were the union republics, of which there were eventually fifteen: created between 1917 and 1940, they enjoyed equal rights and equal powers under the constitution, despite vast differences in their sizes, populations and economic might.


Each had its own branch of the Communist Party, parliament and government and other attributes of nationhood such as a flag, coat of arms and anthem.* Their sense of cultural identity was reinforced by their respective writers’ unions, theatres, opera companies and national academies that specialised in their history, language and literature. The Ukrainian and Belorussian republics even each had their own seat in the United Nations. The right of each member republic to ‘freely withdraw from the union’, granted in the 1924 constitution, was confirmed by those that replaced it in both 1936 and 1977. No details were given of how secession would work in practice, but there was no need: the right to secede was as much a fiction as many of the other rights outlined in the constitution.


The Russian Federation – or the Russian Soviet Federative Socialist Republic, to give it its full name – was divided during the early 1920s into some thirty autonomous republics and oblasts, which were themselves subdivided into a bewildering number of individual ethnic units, right down to district level. The same was true in several of the other union republics. The structure of the Soviet Union, according to one expert, was reminiscent of a ‘puzzling and apparently limitless collection of ethnic nesting dolls’.1


The policy swung wildly over the years. In the late 1930s, under Stalin, the cultivation of individual national groups was largely abandoned and replaced by a glorification of Russian culture and history. The Russian people became the ‘elder brother’ of the ‘socialist family of nations’. As war against Germany loomed, greater prominence was given to Soviet patriotism and a willingness to fight for the socialist motherland. At the same time, entire national groups were deported from one end of the country to the other in a process of ethnic cleansing that accelerated after the outbreak of the Second World War. Between 1941 and 1949 nearly 3.3 million people accused of collaboration with the Germans or of anti-Soviet activity were sent to Siberia and the Central Asian republics. Conditions were appalling: by some estimates more than four out of ten died of disease or starvation. In the years following Stalin’s death these ‘collaborators’ were rehabilitated, but many were not allowed to return to their ancestral homelands until decades later.


Writing in 1924, I. Vareikis, secretary of the central committee of the Turkestani Communist Party, likened the USSR to a giant kommunalka, the communal apartments that many Soviet families were obliged to share. Every national grouping – or family, in his analogy – was entitled to a separate room of its own. ‘Only through free national self-determination could we arrive in this apartment,’ argued Vareikis, ‘for only because of this self-determination can any formerly oppressed nation shed its legitimate mistrust of larger nations.’2


Yuri Slezkine, a Russian academic, took up the analogy in an article published eighty years later, after the end of the Soviet Union, in which he looked back on the communists’ policy on nationality. Such a policy endured for decades, he wrote, even if by the late 1930s the Russians, who inhabited ‘the enormous hall, corridor and the kitchen where all the major decisions were made’, began to ‘bully their neighbours and decorate their part of the communal apartment’. Yet even then, they ‘did not claim that the whole apartment was theirs or that the other (large) families were not entitled to their own rooms. The tenants were increasingly unequal but reassuringly separate.’3


Despite the complicated system of national divisions that Lenin bequeathed to his successors, he had assumed that the crutch of national consciousness among the various Soviet peoples would ultimately fall away to be replaced by a shared class consciousness. Stalin and his immediate successors brutally repressed any manifestations of nationalism. But when Gorbachev began to relax control over the political system in the mid-1980s, this national consciousness began to reassert itself and was mixed with calls for political and economic reform. For many in the non-Russian republics, the demand for democracy was synonymous with the demand for autonomy or even independence.


The first open show of nationalism during the Gorbachev era erupted in December 1986 when Dinmukhamed Konayev, the veteran Kazakh Communist Party leader, was replaced by Gennady Kolbin, a Russian who had no connection with the republic. Gorbachev had been trying to fight corruption there. But the move was regarded by Kazakhs as a breach of the tradition under which the non-Russian republics were headed by one of their own. The security forces were called to put down protests, during which at least two people died and hundreds were injured. Two years later, a centuries-old dispute between Armenia and Azerbaijan over the disputed territory of Nagorno-Karabakh turned into open warfare that rumbles on today. There was also ethnic-based violence in Georgia and parts of Central Asia, where equally ancient grievances between different ethnic groups erupted into fighting.


This violence went hand in hand with the emergence of organised national movements, initially in the Baltic republics of Estonia, Latvia and Lithuania, then in the Caucasus, Moldova and beyond. Far from trying to crush the separatists, however, the republics’ leaders began to co-opt them. The effect was most pronounced in the Baltic states, whose reform-minded Communist Party offices effectively merged with the newly formed Popular Fronts that were leading the drive for independence.


Ironically, by opting for the structure of a federation that divided the country along national lines, the Soviet Union’s founding fathers had marked out the lines of any future split: those pushing for independence had formal structures within which to work and ready-made borders for their putative independent states. Thanks to the first steps towards democracy that began with the election of the first Congress of People’s Deputies in March 1989, republican leaders started to derive their legitimacy from their own electorate rather than from Moscow. The individual republics’ parliaments, for decades little more than rubber stamps, began to behave like proper legislatures themselves. The Estonians led the way: in November 1988, the republic’s parliament adopted a declaration of sovereignty, announcing that only those Soviet laws it approved would come into force on its territory. In the months that followed, most of the other republics did the same.


The situation in Ukraine was of particular concern to the Kremlin. With a population of fifty-two million people, it was of considerable importance to both Soviet industry and agriculture. Its people had always been closely linked with the Russians: their languages are very similar and the families of many Russians and Ukrainians are intertwined, in much the same way as the Scots are with the English. Ukrainians’ attitudes were dictated to a large degree by their country’s history: separatist feeling was strongest in the west, which had been part of the Soviet Union only since the Second World War, when it was annexed by Stalin under the secret protocols of the 1939 Molotov-Ribbentrop Pact. Here intellectuals and former dissidents took the lead, with events following a similar path to those in the Baltic states, which had been seized at the same time. Sentiments were more mixed in the east, especially in industrial areas where ethnic Russians and ‘Russified’ Ukrainians predominated, and support for the Communist Party was stronger.


As the threats to Gorbachev’s authority mounted, he set out to try to remake the Soviet Union in such a way as to satisfy some of the demands for autonomy while maintaining a ‘centre’ in Moscow – and a role for himself. After many months of negotiation, agreement was finally reached on 23 April 1991 to turn the Soviet Union into the Union of Soviet Sovereign Republics, a federation of independent republics with a common president, foreign policy and military. The new formulation had the added advantage of retaining the USSR acronym. Six of the republics – Georgia, Moldova, Armenia and the three Baltic states – refused to join, but its chances of success were buoyed by a referendum held the previous month in which it was backed by seventy-six per cent of voters in the remaining nine republics. The formal signing ceremony of the new Union Treaty was set for 20 August.


Gorbachev, who had spent the previous months flip-flopping between the reformists and the reactionaries, antagonising both sides in the process, could take satisfaction from the fact that he had salvaged something from the chaos. Yet the deal was already beginning to crumble: as 20 August approached, the Ukrainians began to waver and Gorbachev worried that Yeltsin, too, would refuse to sign. Unbeknown to Gorbachev, though, the real threat was from the hardliners he had himself appointed to key positions in the Soviet leadership.


IT WAS IN THE MIDST OF this turmoil that President George H. W. Bush arrived in Moscow on 29 July 1991 for a summit with Gorbachev. Since entering the White House at the beginning of the tumultuous year of 1989, Bush had welcomed the far-reaching changes in Soviet policy that had occurred under Gorbachev, who had allowed Germany to reunify and the former Soviet satellite states such as Poland and Hungary* to break free without a fight. The Soviet leader also backed the US-led coalition’s freeing of Kuwait after Saddam Hussein’s invasion, and proved a willing partner in negotiating away nuclear weapons. Although still an avowed communist, Gorbachev introduced elements of democracy through partially free elections, put an end to decades of repression and implemented market reforms that would open up the Soviet economy to the world, providing new opportunities for Western companies. The Cold War appeared to be giving way to a new era of superpower cooperation.


Contrary to the impression that Bush gave in his State of the Union address the following January, America had not wanted the Soviet Union to dissolve. Bush feared that such a process could be violent and destabilising. He was also worried about the fate of the country’s vast arsenal of nuclear weapons, which were divided between Russia, Ukraine, Belarus and Kazakhstan.* By giving even the slightest indication that America was in favour of break-up, he risked undermining Gorbachev’s standing with his hard-line communist critics. ‘Whatever the course, however long the process took, and whatever its outcome, I wanted to see stable, and above all peaceful, change,’ Bush wrote in his memoirs. ‘I believed the key to this would be a politically strong Gorbachev and an effectively working central structure. The outcome depended on what Gorbachev was willing to do.’4


What was billed as the first post-Cold War summit was Bush’s third meeting with Gorbachev, but the first on Soviet soil. The formal centrepiece of their meeting was the signature of the Strategic Arms Reduction Treaty, known as START, which for the first time obliged the two countries to reduce their holdings of the weapons, rather than merely slow down the rate at which stocks were growing. The two sides pledged to cooperate on the Middle East, and Gorbachev agreed to cut economic support for Fidel Castro’s regime in Cuba. The Soviet leader also lobbied for financial assistance and some form of membership in the International Monetary Fund.


Before the START signing ceremony at the Grand Kremlin Palace on the second day of the summit, Bush and Gorbachev spent several hours in the informal setting of Novo-Ogaryovo, a state dacha west of Moscow. Here, dressed casually and with no formal agenda, they were free to talk about how to move on from the mutual antagonism of the Cold War. Gorbachev, who was losing control at home and desperately in need of economic help from the West, was in a weak position. Yet as the two men sat for five hours on wicker chairs at a circular table, with the dacha on one side and the woods on the other, he set out an ambitious vision according to which the Soviet Union and the United States could work together to sort out the world’s problems. As he saw it, the era of confrontation between the superpowers was to be replaced by one of cooperation.


Gorbachev was delighted at the hearing he received from Bush, describing their discussion as ‘a moment of glory’ for his new approach to foreign policy. Yet he was deluding himself if he thought America was ready to establish a new partnership of equals. The Soviet Union’s days as a superpower were over. In his memoirs, Bush says of their discussion merely: ‘Gorbachev began with a lengthy monologue, during which I barely managed to squeeze in a comment.’5


The summit had also brought to the fore the question of how to deal with the unravelling of the Soviet Union. Bush had displeased his host by making clear his intention to travel on after the summit to Kyiv, the Ukrainian capital. It was only a five-hour stopover but it held enormous symbolic importance. As Serhii Plokhy pointed out in his authoritative account of the break-up of the Soviet Union,6 the White House wanted to signal its realisation that it was no longer enough to talk to the central authorities in Moscow; it also had to take into account the views of the individual Soviet republics. Ukraine was chosen for good reason: not only because of its size but also because the nationalist movement there was popular and peaceful, and its leaders were pushing for more sovereignty rather than complete independence.


With only just over a week to go, the Kremlin had tried to persuade Bush to cancel the Ukraine leg of his trip, citing unspecified tensions in Kyiv. The White House stood firm, however, and Bush denied any malign intentions. ‘I want to assure you that during my trip to Kyiv neither I nor any of those accompanying me will do anything that might complicate existing problems or interfere in the question of when Ukraine might sign the Union Treaty,’ he insisted.7


Bush was as good as his word. In a speech to the Verkhovna Rada, the Ukrainian parliament, he praised Gorbachev for the reforms he had introduced and described as a ‘false choice’ the need to decide between him and pro-independence leaders. Though vowing to back those who strove for freedom, democracy and economic liberty, Bush added: ‘Freedom is not the same as independence. Americans will not support those who seek independence in order to replace a far-off tyranny with a local despotism. They will not aid those who promote a suicidal nationalism based on ethnic hatred.’8


Bush’s words reflected the balancing act that his administration was trying to perform: although sensitive to the aspirations of Ukraine and the other fourteen republics, he did not want to jeopardise his relationship with the Soviet leadership, especially over negotiations on nuclear arms – a point he made clear in talks with Kravchuk. ‘There is a delicate balance here and I want to deal respectfully with the centre,’ Bush told the Ukrainian leader, stressing his ‘deep respect for President Gorbachev’.9 Although Bush’s speech was greeted with standing applause in the parliament, it was denounced by Rukh, the group leading the drive for Ukrainian independence. Ivan Drach, its chairman, told reporters that he thought Bush had been ‘hypnotised by Gorbachev’. Another nationalist politician, Stepan Pavluk, complained the American leader did not appreciate that Ukrainians were fighting against a totalitarian state. Even the Georgian government, fighting its own battle for independence, weighed in, mocking Bush. ‘Why didn’t he call on Kuwait to sign the Union Treaty with Iraq?’ it asked in a statement.10


Bush’s desire to preserve the Soviet Union also went down badly with many people back home, not least with America’s 750,000 Ukrainians, who usually voted Republican. William Safire, the conservative New York Times columnist, famously dubbed it the ‘Chicken Kiev speech’. Bush, he claimed in an excoriating piece, had ‘lectured Ukrainians against self-determination, foolishly placing Washington on the side of Moscow centralism and against the tide of history’.11


Yet events moved faster than Bush – or anyone else – could have predicted. On 18 August, just over two weeks after the American president left for Ukraine, eight high-ranking Soviet officials took control of the government of the USSR in the name of the self-proclaimed State Committee of the State of Emergency. Gorbachev, on holiday in Crimea, was placed under house arrest. But the plotters lacked the determination and ruthlessness to turn back the clock, their ineffectiveness epitomised by a press conference at which the vice president, Gennady Yanayev, was so nervous – and also perhaps drunk – that his hands were shaking as he announced that Gorbachev was ‘resting’ and that he was now in charge of the country.


But it was Yeltsin who saw them down. Drawing on his authority as president of Russia and his enormous popularity with Muscovites, he rushed to the White House, the Russian parliament building, where defiant crowds were gathering, despite the menacing presence of tanks on the streets. In what became one of the most enduring images of the coup, Yeltsin climbed onto one of the tanks and read an appeal to the people of Russia. Its crew did nothing to stop him. The plotters had failed to appreciate that a successful coup means having the army on your side. Less than seventy-two hours after the coup started it had collapsed in farce, but it would change the course of history in a way that no one – certainly not the plotters themselves – could have foreseen.


Gorbachev, who arrived back in Moscow in the early hours of 22 August, tried to reassert control. Recognising the complicity in the coup of leading members of the Communist Party, most of them his own appointees, he dissolved its central committee and resigned as its head. Yet the balance of power in the country had changed in the course of those three tumultuous days: Yeltsin’s defiance of the plotters had boosted his standing and he moved quickly to strengthen the powers of the government of the Russian Federation, which he headed, at the expense of the Soviet authorities, who answered to Gorbachev.


Yet Yeltsin no more wanted the Soviet Union to break up than Gorbachev did. When Ukraine’s parliament declared the republic’s independence on 24 August, Yeltsin’s press secretary warned that Russia might retaliate by laying claim to some of its territory – citing Crimea and the Donetsk region of eastern Ukraine, as well as Abkhazia in Georgia and a swathe of northern Kazakhstan.


The Ukrainians were furious. In an attempt to calm the situation, a delegation headed by Aleksandr Rutskoi, Yeltsin’s vice president, was dispatched to Kyiv. The gulf between the two countries came into focus when one member of the delegation, Anatoly Sobchak, the mayor of Leningrad and a leading reformist, left the talks to address a crowd gathered outside the Ukrainian parliament. ‘What is important is for us to be together,’ Sobchak declared – only to be met with boos and whistles. What Russians characterised as ‘togetherness’ was seen by many in Ukraine as the domination of a larger neighbour.


The talks ended with Russia recognising Ukraine’s right to independence. The two sides also agreed to adhere to a treaty dating from 1990 confirming their respective borders. Nursultan Nazarbayev, the Kazakh leader, who was equally concerned about Russian territorial claims, demanded that Rutskoi’s delegation fly on to his republic to provide similar guarantees. The Russians nevertheless continued to believe in a federation and considered the Ukrainians’ independence declaration nothing more than a ploy to obtain better terms – an accusation angrily denied by officials in Kyiv.


The other republics now had the bit between their teeth. The Baltic states took advantage of the coup to assert their independence, which was recognised by the United States on 2 September and by the Soviet Union four days later. One by one the other republics did the same – although similar recognition did not follow. Even in quasi-feudal Central Asia, where the demand for independence had been weaker and economic ties with Russia were seen as vital for survival, the republics’ leaders embraced the opportunity to become presidents of sovereign states rather than the Kremlin’s pawns.


The Soviet collapse came closer on 1 December when Ukrainians were asked whether they supported the declaration of independence that had been made by their parliament on 24 August. The ‘yes’ vote was an overwhelming 92.3%, and close to 100% in parts of the west, based on a turnout of more than 84%. Such was the degree of disenchantment with the Soviet Union that even in the Crimean peninsula, which was overwhelmingly populated by Russians, 54% voted to throw in their lot with an independent Ukraine. The union’s fate was sealed.


At the end of the Belavezha meeting a week later, Yeltsin called Bush to tell him what had been decided, stressing that he and the pact’s two other signatories had agreed to accept responsibility for Soviet debts and to keep the country’s massive nuclear arsenal under a single command. Bush was satisfied on both counts, but was reluctant to give premature approval or disapproval of what was a momentous change, replying merely: ‘I see.’ It was only then that Yeltsin called Gorbachev. He was furious at the destruction of his country, his anger compounded by the fact that Bush had learnt about it before he had.


WHEN THE SOVIET UNION SPLIT at the end of 1991, it was on the basis of article 72 of the 1977 version of the constitution, which gave each union republic the right to secede. The borders between the republics, hitherto administrative divisions, became the national borders between the newly proclaimed sovereign states. The Soviet Union had always been erroneously portrayed as a free association of nations. Now the nationalities policy pursued all those years had reached its logical conclusion.


The relative bloodlessness with which this happened was remarkable, especially compared with the series of wars that followed the break-up of Yugoslavia, which took place at around the same time. Both countries were home to a patchwork of different ethno-national groups with age-old grudges against one another and potential territorial disputes that had been suppressed during decades of authoritarian rule. Russia dominated the Soviet Union economically and politically to an even greater extent than Serbia had dominated Yugoslavia. A large number of Russians, like Serbs, lived outside the borders of their home republic. Slobodan Milošević, the Serbian (and later, Yugoslav) leader, exploited this situation with his drive to create a Greater Serbia, with disastrous consequences for his own country and its neighbours.


Yet while Yugoslavia’s constituent republics became embroiled in a series of wars over territory that raged for much of the 1990s, the internal borders between the Soviet Union’s fifteen republics were largely accepted, even though they were arbitrary – in some cases deliberately so – having been drawn in Soviet times not so much to unite ethnic groups as to divide them. Much of the credit for this peaceful transition was due to Yeltsin.


Unlike Milošević, he had no interest in stirring up national hatred. Far from it: Yeltsin appreciated that the only way to turn Russia into a democratic country was to allow the other republics their freedom. As reformers around him put it, the choice was between an authoritarian Soviet Union and a democratic Russia. For that reason Yeltsin did not try to use force to stop Ukraine’s drive for independence. Nor, despite some initial sabre-rattling, did he attempt to challenge Ukraine’s borders. Where interethnic violence did take place, although bloody it was largely between non-Russian nationalities in the Caucasus and Central Asia, though some saw Russia’s hand in stirring up conflicts in Georgia and Moldova.


Yet the equanimity with which Russians appeared to accept the loss of lands they had ruled, in most cases for hundreds of years, was deceptive. For a people brought up to believe in a single, indissoluble Soviet nation, the loss of a large slice of their territory for the second time in a century was a massive blow to national pride. Since the sixteenth century, Russia had been expanding outwards, stopping only when it came up against strong powers: Germany (and Austria) to the west, China and Japan to the east and the British Empire to the south. Up until 1991 the area within those boundaries – about one-sixth of the world’s land mass – was dominated by Russia, whether it was called the Russian Empire or the Soviet Union. The extent of this territory provided what has been called the ‘strategic depth’ that Russia needed to defend itself, and which it made use of to see off first Napoleon and then Hitler. Russia’s desire to retain its influence over these lands – especially Ukraine – and to bind them together was reflected in its support for the attempt at Belavezha to set up the Commonwealth of Independent States.


In September 1990, as the Soviet Union began to crumble, the dissident writer Alexander Solzhenitsyn, living in exile in Vermont, had warned in an essay entitled Rebuilding Russia against attempts to destroy the country’s Slavic core. It was no problem if the Baltic, Central Asian and Caucasian republics broke away – indeed they should be encouraged to do so, he argued – but the Slavs should remain together in one country. Despite being a fierce anti-communist, Solzhenitsyn was an old-style Russian nationalist. He was especially critical of those trying to ‘hack off’ Ukraine, which he considered inseparable from Russia, in particular Crimea and other parts of the south and east that had not been part of ‘old Ukraine’.


‘To separate off the Ukraine today would mean to cut across the lives of millions of individuals and families,’ he wrote in his essay, which was also published in Komsomolskaya Pravda, the bestselling Russian newspaper.12 ‘The two populations are thoroughly intermingled; there are entire regions where Russians predominate; many individuals would be hard put to choose between the two nationalities; many others are of mixed origin, and there are plenty of mixed marriages (marriages which have indeed never been viewed as “mixed”). There is not even a hint of intolerance between Russians and Ukrainians on the level of the ordinary people.’ More controversially, he, too, had suggested that the north of Kazakhstan should be part of this Slavic core.


The Russians’ anguish over the break-up of the Soviet Union was compounded by concerns about the fate of their twenty-five million compatriots who, after December 1991, found themselves on the wrong side of the borders of the new independent Russia – just as German nationalists agitated in the 1920s and 1930s for the rights of the ten million Volksdeutsche living outside the borders of Weimar Germany. Through a process begun under the Tsars and continued in Soviet times, ethnic Russians had colonised the Baltic states, the Caucasus and Central Asia not just to provide skilled labour but also as a deliberate policy of Russification. Now, overnight, they were living in a foreign country.


The fate of the colonisers is one of the more fraught issues that accompanies the break-up of any empire: they can be transformed from members of a privileged elite into a hated minority. The problem becomes far greater in the case of contiguous empires such as the Soviet Union. Unlike the British in India or the French in Africa, few of the Russians who had settled in other republics saw themselves as representative of a colonial power. Raised on propaganda that extolled the fraternal nature of the Soviet peoples, they saw themselves as moving between regions of a single country in search of better opportunities, much as an American would travel from the Rust Belt to California to find work.


Their position became especially problematic in the Baltic states. While official Soviet history held that Estonia, Latvia and Lithuania had voluntarily become Soviet republics in 1940, those who championed the drive for their independence in the late 1980s maintained that these countries, which had achieved independence from Tsarist Russia after the First World War, had been illegally occupied – a position also adhered to by the United States and Britain, among others.


The leaders of the newly independent Baltic states considered Russians who had settled there as members of an illegal occupying force and were therefore not willing to grant them automatic citizenship. On independence, some thirty per cent of residents in Estonia were deemed stateless. The policy was logical in its own terms and not based on ethnicity as such; the small minority of Russians who had lived in the country since Tsarist times and were better integrated were all granted citizenship. Yet it inevitably prompted accusations of discrimination from Russia and raised eyebrows in Europe.


None of the other former republics claimed to have been occupied in such a way – and consequently none took such an uncompromising line against their Russian minorities. Yet all were aware of the impact of centuries of Russification. This was especially the case in Ukraine, although the ethnic dividing line was blurred by the large number of ethnic Ukrainians who chose to speak Russian rather than Ukrainian but were nevertheless loyal to Kyiv rather than to Moscow.


Some in the Kremlin quickly appreciated that this new diaspora could be a potential asset. In a much-quoted article published in November 1992, Sergei Karaganov, deputy director of the Institute of Europe in the Russian Academy of Science, suggested that Russia was entitled to pose as a defender of the rights of the millions of its compatriots in the Baltic states, and elsewhere in the former Soviet Union. Far from mourning the loss of those left on the wrong side of the borders, Karaganov argued that the Kremlin should see them as an instrument to help them retain influence over its former republics, an idea that came to be known as the Karaganov Doctrine. Shortly after the article appeared in the Diplomaticeskij Vestnik (‘Diplomatic Herald’), the Kremlin’s foreign policy statements began to insist that the withdrawal of troops from Estonia was contingent on an end to the alleged ‘systematic discrimination’ against Russian speakers there.


In the years after 1991, the end of the Soviet Union was dismissed by communists and Russian nationalists – who formed a ‘red-brown’ front – as a few months of madness, in which peoples who had lived together for centuries had been ripped apart by the machinations of power-hungry politicians. Just as the civilian leaders of the Weimar Republic were accused by the far right of stabbing Germany in the back in the dying days of the First World War by doing a deal with the Allies, so the legend would grow of the ‘traitors of Belavezha’.


This narrative was given an inadvertent boost by Bush, who, beginning with his January 1992 State of the Union address, attempted to portray himself as the man who had brought about the end of communism and of the Soviet Union and, in doing so, had ‘won’ the Cold War. Yet this was rewriting history. Far from pushing for the disintegration of the Soviet Union, Bush had made clear in his ‘Chicken Kiev’ speech – and in separate talks with Yeltsin and Kravchuk – that America wanted Ukraine and the other republics to enter the voluntary federation Gorbachev was proposing. An exception was made only for the three Baltic states. Nor could Bush claim credit for ending the Communist Party’s monopoly on power: that was down to Gorbachev, even though he might not have done so if he had foreseen how voters would turn against it. As for the Cold War, it had already effectively ended two years earlier with the fall of the Berlin Wall, as Gorbachev and Bush made clear the following month at their Malta summit in December 1989 when the Soviet leader declared: ‘We stated, both of us, that the world leaves one epoch of Cold War and enters another epoch.’


‘The fact is that the end of the Cold War, the end of communist rule in the Soviet Union and the end of the Soviet Union itself are three separate events, interconnected but not identical,’ observed Jack Matlock, who was US ambassador to the Soviet Union until shortly before the August coup.13 ‘The U.S. attitude differed greatly in regard to those three events, and our contribution to them differed greatly.’ Yet by 1992 Bush had an election to fight, and with the American economy tanking, he had pinned hopes of his return to the White House on a recognition by voters of his successful handling of the dramatic events the previous year in the Soviet Union and in Kuwait.


During the early 1990s, such arguments were of little interest to the majority of Russians, who were more preoccupied with providing for themselves and their families in the difficult economic times that followed the end of the Soviet Union. Over time, however, this was replaced by a Russian sense of victimhood and a feeling that they had been taken advantage of. As Matlock argued, such American triumphalism was also to have a damaging impact on US foreign policy in the years that followed, encouraging an excessive reliance on the use of military force. ‘After all, the logic went, if military pressure brought down communism and started the successor states of the Soviet Union on the road to democracy and market economies, it must be a reliable instrument not only in responding to potential threats but also in implementing other aspects of foreign policy, including spreading democracy,’ he wrote.14


 


_________________


* Yeltsin was actually a non-voting ‘candidate’ member of the Politburo rather than a full one.


* With the exception of Russia.


* The German Democratic Republic, Poland, Czechoslovakia, Hungary, Romania and Bulgaria had been part of a broader Soviet ‘bloc’ of countries with communist governments that were members of the Warsaw Pact and under the direct influence of the Soviet Union.


* The only exception was the three Baltic states, which the United States, along with Britain and several other countries, had always considered to have been illegally occupied and whose independence was a long-standing American demand.
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THE BOYS IN PINK TROUSERS


IT WAS A TYPICAL RUSSIAN QUEUE. The women stood in front of the gastronom in Moscow’s Tverskaya Street, their fur hats pulled down over their heads, and muttered quietly to themselves. But when they finally made it inside the dimly lit shop, there was nothing on the shelves but milk and bread, and both cost three times more than they had the day before. If this had been anywhere else, there might have been riots. But this was Russia. The women stood stoically in line. If bread and milk was all there was on offer, then that was what they would buy, regardless of how much they had to pay.


Similar scenes played out across the country on 2 January 1992. The first day of Russia’s transition to a free market proved to be a life-defining moment. The previous six months had seen a series of political events, each more dramatic than the last, culminating in the dissolution of the Soviet Union. Yet none had such a direct and immediate impact as the Yeltsin government’s decision to end the price controls that had been a feature of Soviet life since the 1920s. The Big Bang had come. It was not just milk and bread that soared in price. Sugar became four times more expensive than before; butter seven times. The cost of a bottle of vodka quintupled.


Over the previous few years, Western products had started to find their way into the shops, while foreign restaurants began to open for business. When the first branch of McDonald’s opened its doors in Pushkin Square, in the heart of Moscow, on 31 January 1990, five thousand people were queuing; by the end of the day it had served a record thirty thousand customers. (A quarter of a century later, there are more than five hundred outlets across Russia.) Where Ronald McDonald led, others followed. Importnyi became synonymous with high quality. Who now wanted to eat pelmeni or borscht when they could enjoy pizza or sushi? Why wear Russian clothes when they could dress in Armani or Versace, or have a Lada or a Moskvitch when they could drive a Toyota or a BMW? Provided they had the money, that is.


Hand in hand with Western goods came Western ideas. American-style democracy was the ideal. A steady flow of US and European advisers arrived in Russia to spread democracy and economic liberalism. The country’s new rulers were clear about what had to be done: the replacement of the old Soviet command economy with a market-based system. What was not so clear was how to get from one to the other.


Since the days of Peter the Great, Russia had been engaged in a struggle between the Zapadniki (‘Westernisers’), who held that the country must follow a Western model of development, and the Slavophiles, who stressed the unique nature of Orthodox Russia. Now, thanks to the dramatic changes of the previous few months, the Zapadniki were firmly in control. The new Russia was to be remade in the image of America. This shift was all the more remarkable because, since its foundation almost seven decades earlier, the Soviet Union had developed into the heartland of an alternative worldview, in which almost every aspect of economic, social and political life worked according to its own specific rules.


The speed of the change represented by what happened on that January day in 1992 was breathtaking. The end of price controls was part of a broader process that challenged everything the Soviets had been brought up to believe in. Buying and selling for a profit had once been denounced as speculation and been punishable with jail. Now it was the foundation of the economy. Money-changing used to be conducted by shady characters on street corners; now it was carried out by financial experts sitting at rows of computer screens in swanky offices. Other exotic manifestations of the capitalist system such as loans, credit cards and mortgages were to follow. The greatest social, political and economic experiment of the twentieth century had ended in abject failure, and a new one was beginning. Russia was embarking on a revolution just as far-reaching as the one begun in 1917. No one paused to consider where it would end.


‘BEFORE 1985 AND GORBACHEV, THE WEST was a different, inaccessible planet for us, just like Mars,’ recalls Aleksandr Oslon, a veteran pollster who has been charting public opinion in Russia and the Soviet Union for more than two decades.1 ‘Spaceships used to be sent there for research and to write reports on what they found. We knew that there were many good things on that planet that were not available here. But at the same time there were a lot of bad things that we did not want to have.’


It is January 2016 and I am sitting with Oslon in the plush new offices of his organisation, the Public Opinion Fund, talking about relations between Russia and the West: how, a quarter of a century ago, these two worlds came together after decades apart and how, in the past few years, they have drifted away from each other. One of Russia’s leading social scientists, Oslon has had a ringside seat, advising Yeltsin in his re-election campaign in 1996, which in retrospect set the tone for the development of modern Russia. He has also worked for Yeltsin’s successor, Vladimir Putin.


During the Soviet years, perceptions of the outside world were shaped largely by the official media. Travel was a privilege extended only to the few, and the high-profile defections of sportspeople or members of the Bolshoi Ballet while on foreign tours an occasional embarrassment. The West was an alien place, even to the country’s leaders: when Nikita Khrushchev went on a twelve-week tour of America in 1959, he appears to have been genuinely surprised by the enormity of the range of products available in a San Francisco supermarket and disappointed when his planned trip to Disneyland was cancelled.


The picture of the United States presented by Soviet media was unremittingly hostile, viewed through the narrow prism of Marxist-Leninist ideology. Americans were depicted as warmongers or fat businessmen in tailcoats and stovepipe hats. ‘Every Marxist work on the economics of capitalist countries must be a bill of indictment,’ declared Pravda, the Communist Party newspaper,2 during the early years of the Cold War. America, according to the official line, was run by a small clique of Wall Street finance capital: everything from the political process, the press, social arrangements, culture and foreign policy was subordinated to those interests. ‘America resembles more closely the horrid fantasy of Orwell’s Nineteen Eighty-Four than the country we know,’ wrote Frederick Barghoorn, a well-known scholar of the Soviet Union in 1950.3 ‘The America in Soviet propaganda is ruled by force and fraud. Its handful of rulers pull the strings to which their subjects dance like puppets. Its domestic policy is one of exploitation and oppression and its foreign policy is characterised by deception and aggression.’


Attitudes softened under Khrushchev, but respect for the efficiency of America’s industry and agriculture was tempered by criticism of its enormous wealth disparity, economic deprivation and social injustice. Approved authors such as Steinbeck, Sinclair Lewis, Caldwell and Dreiser were read as though life in 1950s America was still as it had been portrayed in their books – a land of robber barons and bloated merchants, of exploited factory workers, impoverished sharecroppers and blacks under constant threat of lynching. There were also moments of extreme tension such as the Cuban Missile Crisis of October 1962 when the Cold War came close to escalating into a full-blown nuclear conflict. ‘Capitalism is not simply an unjust economic system. It is a way of life that leads to a corruption of important values,’ declared Khrushchev.4 He believed that the Soviet Union would ‘bury’ or outlive capitalist America.


In the 1970s a desire on both sides to reduce the threat of nuclear war and boost trade brought detente, which was marked by a series of arms control treaties between America and the Soviet Union and some further softening of attitudes to the West. The joint Apollo-Soyuz mission of 1975, the first in which the two rivals cooperated in space, was a dramatic moment that symbolised a new era of peaceful coexistence. Russians smoked a new brand of Apollo-Soyuz cigarettes, produced in a joint venture between Philip Morris and the Soviet Yava tobacco factory, their packs decorated with an image of the two vessels coming together. Detente went only so far, however: the two countries may have started to talk to each other but they remained fierce geopolitical and ideological rivals. Soviet media continued to highlight the negative side of American life, from its racism to its pockets of extreme poverty.


Students and other visitors from the West, meanwhile, brought with them a different insight into life in their world and, through furtive deals on street corners, the opportunity to get hold of some of its forbidden fruits, from Levi jeans to Beatles records. In turn, the Western visitors returned home with impressions of a country every bit as exotic to them as America was to the Russians. The 1980 Olympic Games heralded the coming together of these two worlds. Despite an official sixty-five-nation boycott led by America in protest at the Soviet invasion of Afghanistan, some five million spectators visited Moscow and other cities in what turned into an enormous cultural exchange.


The impact of the Olympics was dwarfed by the changes that occurred after Gorbachev came to power in 1985; his policy of glasnost (‘openness’) loosened controls on the media and made it possible for them to speak freely not just about the outside world but also about the dark chapters in the Soviet Union’s past. At last the truth could be told about the secret protocols attached to the Molotov-Ribbentrop Pact of August 1939, under which Stalin and Hitler carved up swathes of Eastern Europe between them, and about the massacre of twenty-two thousand Poles in Katyn in April–May 1940. The Soviet Union had always blamed Katyn on the Nazis, but now conceded that the massacre had been the work of the NKVD.* For the first time people were able to read books openly, such as Boris Pasternak’s Doctor Zhivago, Vasily Grossman’s Life and Fate and Anatoli Rybakov’s Children of the Arbat. Osip Mandelstam, Vladimir Nabokov and Nikolai Gumilev were removed from the banned list.


Circulation of newspapers and literary journals soared to new heights, thanks in part to the serialisation of formerly banned works. Sales of Ogonyek, one of the more daring magazines, reached five million copies a week; Literaturnaya Gazeta sold eight million, Izvestia twelve million and Komsomolskaya Pravda twenty million. An unprepossessing weekly called Argumenty I Fakty – ‘Arguments and Facts’ – was read by twenty-five million.


At the same time, the strict laws governing economic activity were liberalised. Under Gorbachev, a form of private enterprise was allowed to emerge through the so-called cooperative movement; the name was chosen to maintain a veneer of socialist conformity. In the late 1980s, cooperative restaurants began to appear on the streets of Moscow, offering a tastier though more expensive alternative to the giant state-run eating establishments. Kiosks along the sides of streets and at railway stations began to sell Finnish beer and American chocolate. Cooperatives began to emerge in other sectors, too, such as small-scale manufacturing. It was here that the oligarchs of the future cut their teeth: Vladimir Gusinsky, the media tycoon, started out selling copper bracelets made with wire stripped from transformers; Mikhail Fridman’s cooperative provided window-cleaning services to state companies; Boris Berezovsky, a mathematician by training, made his money in the car business; Roman Abramovich sold imported rubber ducks from his Moscow flat.


‘These developments were shocking for people who lived in the USSR. Everything was completely new,’ said Oslon. ‘The West became a model and we wanted to emulate it. We wanted a great variety of products: sausages, computers, freedom, opportunities to work and become rich. And all this displayed how wrong everything was in the USSR and how well everything was settled in the West.


‘This planet was still different, but it was nearer, it was in a zone within reach. We did not need a spaceship to fly to Mars, we could take a plane and arrive in the US. There were a few people who had been there, but the opportunity itself meant that the planet was closer. But it still remained a completely different planet.’


THE MAN TASKED WITH REBUILDING RUSSIA in the image of Planet America was Yegor Gaidar, a baby-faced economist from an old communist family. His grandfather, Arkady, was a war hero who later made his name as an author of children’s books; his father, Timur, was a military correspondent for Pravda who had fought in the Bay of Pigs invasion. Although only thirty-five years old, Gaidar had already carved out a solid academic career as a researcher in several institutes and had been an editor of the ideological journal Kommunist. By 1991, contact with Western economics had convinced him that radical change was necessary, and he began to gather around him a group of like-minded thinkers. That November, during the dying days of the Soviet Union, he was named by Yeltsin as economics minister and deputy prime minister of the Russian Republic.


The economy Gaidar inherited was in a parlous state. The system of communist central planning, in which all means of production were owned by the state and directed through a succession of five-year plans, had run out of steam. Such a system had arguably allowed the Soviet Union to mobilise the resources it needed to triumph over Nazi Germany, but it was ill-equipped to satisfy the needs of a sophisticated late twentieth-century society. The gap in living standards between the Soviet Union and the West was growing ever wider with each year that passed.


The economy had been stymied by a decline in the production of oil, the country’s main export; old fields were being depleted and the development of new ones had slowed. Then, in the mid-1980s, the oil price had collapsed. The Soviet Union was not only selling less oil; it was now getting fewer dollars per barrel. Add a series of poor harvests and the industrial unrest that erupted in the more relaxed political climate, and it was clear that the economy was heading for crisis. The Kremlin initially reacted by borrowing abroad, but by 1990–1 its access to foreign credit had dried up.


Gaidar knew that drastic action was needed. Ending price controls was the first phase of his plan. The logic was simple: prices play a vital role in a market system by balancing supply and demand. They also determine the allocation of resources: at its simplest, if demand for a product surges, driving up its price, the company that makes it will increase its production and other competitors will enter the market. This does not happen under central planning, however, where prices are set by planners who, however skilled, could never simulate the effect of billions of individual decisions by consumers.


Gaidar’s appointment caused surprise and was a tribute to Yeltsin’s willingness to think radically. But while undoubtedly a brilliant theorist, Gaidar had never worked in government or industry. The same was true of the fellow thirty-somethings he brought with him. However, one of his advisers was Jeffrey Sachs, an American academic with hands-on experience. In 1985, as a professor of economics at Harvard, Sachs had helped the Bolivian government to tame hyperinflation of 24,000%; then, in 1989, he had played a key role in Poland’s successful transition from central planning to a market economy. Now he took on his toughest challenge to date.


It was clear the process was going to be painful. As the Soviet Union had begun to fall apart, the Kremlin had faced growing demands from workers for wage rises. It had largely given in, printing more money and pushing up the budget deficit to almost twenty per cent of its gross domestic product (GDP). Yet there was no corresponding increase in the supply of goods and services. The result was that the economy was awash with money that could not be spent, leading to queues, shortages and a form of suppressed inflation known as the ‘monetary overhang’. Once price controls were lifted at the start of 1992, the rouble inevitably plunged, further fuelling the inflationary spiral. Under communism, people had money but nothing to buy. Now the empty shelves were beginning to fill, but people couldn’t afford what was on offer.


Gaidar was singled out as a particular target for loathing; he and his fellow reformers were derided by Aleksandr Rutskoi, Yeltsin’s increasingly sceptical vice president, as ‘the boys in pink trousers’. As their ideas came up against those of the old Soviet establishment, the battle lines were drawn. Far from supporting economic reforms, the parliament, dominated by communists, blocked Gaidar at every turn. The reformers also found themselves at odds with the Russian Central Bank, which was led by Viktor Gerashchenko, one of the Soviet faithful appointed by the parliament.


According to conventional economic theory, the way to combat hyperinflation is by cutting the money supply. Gerashchenko, by contrast, believed the problem was too little money in the economy. To the alarm of Jeffrey Sachs, he planned to increase the money supply by around thirty per cent a month to get the factories moving again. This, Gerashchenko claimed, would raise output, put more goods on the market and reduce prices. He was wrong: in December 1992 inflation hit an all-time high of 2,333.30%. Sachs would later famously describe Gerashchenko as ‘the world’s worst central banker’. Attempts to control the money supply were further complicated by the continued use of the rouble by the other fourteen former Soviet republics, which also went on printing money and, since it could be used to buy goods in foreign countries, had little incentive to stop.


It is difficult to fault the underlying logic of what Gaidar set out to do. Thanks to the introduction of the price mechanism, a link was established between consumption and production. Shops that for decades had been grim places with signs proclaiming ‘shoes’ or ‘bread’ began to look more like their Western equivalents as their role was transformed from distributors of scarce resources into commercial entities vying for consumers’ roubles. Once there was only one kind of washing powder, which made only sporadic appearances on the shelves, provoking flurries of excitement as word got around of its arrival. Now there were several of them, all subtly different. The same was true of coffee, biscuits and breakfast cereal. Deodorant, hair conditioner and tampons began to appear. It was a whole new world, and Russians found themselves trying to understand its rules. How should they behave? And what should they buy? The advertising industry, until now a wing of official propaganda during the Soviet period, provided guidance.


The fastest, smartest and least scrupulous quickly learnt how to take advantage of the extraordinary economic opportunities. But the majority struggled, especially the older generations. Average living standards fell year after year as wages failed to keep up with prices and factories went out of business. Industrial production slumped. Those on pensions and other fixed state payments fared even worse; often they went for months without receiving any money at all. Babushki – elderly women – standing by the side of the road selling their meagre possessions soon became a feature of most cities.


Morality became optional: such were the spoils up for grabs that commercial rivals soon turned to violence and business shaded into organised crime. The vulnerable fell victim to tricksters determined to separate them from whatever wealth they had: people managed to ‘privatise’ the state apartment in which they had lived all their lives only to be persuaded to part with it for a fraction of its value. Others put their money into investment funds that promised returns too good to be true; these pyramid schemes soon collapsed, taking investors’ savings with them. There was a geographical imbalance too. Initially most of the changes were concentrated in Moscow and St Petersburg, and to travel to the provinces in the first years of the new Russia was to travel back in time.


The hardships suffered by the majority of the population inevitably damaged the reformers’ cause, especially when set against the wealth flaunted by the newly emerging business class. Modesty was an alien concept to the novie russkie, many of whom seemed straight out of school. Scarcely able to comprehend their good fortune, they cruised through the streets in their top-of-the-range BMW and Mercedes limousines, ate in upmarket restaurants where a single meal could cost more than an average worker’s annual salary and drank champagne in nightclubs.


The effect of this on the majority still toiling for the state in return for a dwindling wage packet was understandable. The Soviet Union had been far from an egalitarian country, but the nomenklatura, its ruling class, had enjoyed their privileges discreetly behind closed doors. What rankled with many Russians was the manner in which the novie russkie had made their money: most had become rich through trade or finance – activities condemned as speculation in communist times – or through the misappropriation of state property.


Implementing such sweeping economic reforms would have been hard enough if there had been a broad political consensus, as had been the case in Poland when it started its transformation in 1989. Doing so in Russia, where the political class was sharply divided between reformers and communists, was far more difficult. ‘Dismantling the Soviet-era system seemed to be a mission of great moral rightness,’ Sachs recalled two decades later. ‘I certainly hoped, and rather expected, that Russia would feel a wave of elation at the new freedom. In this I was somewhat mistaken. The period of elation was remarkably short, and the period of political civility was even shorter.’5


 


_________________


* The NKVD was the forerunner of the KGB.
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IN SEARCH OF A NEW MARSHALL PLAN


HOW MUCH MONEY WOULD BE REQUIRED to turn post-Soviet Russia into a thriving economy? Ten billion dollars? Twenty? A hundred? After seventy years of looking-glass economics, Russia was a basket case. Factories churned out obsolete goods according to plans handed down from above; agriculture was a mess, while oil, gas and other plentiful raw materials were extracted in a brutal, slapdash manner that had turned the environment into a wasteland.


Viewed from Washington, Yeltsin and his team of young reformers led by Gaidar were taking Russia in the right direction with their pursuit of free market policies. Yet reforms alone were not enough: money was needed as well to oil the wheels of change and ease the pain of transition. After the Second World War, the United States welcomed Germany and Japan back into the international community, remaking its former enemies’ political institutions in its own image and pumping a fortune into their reconstruction. Reborn as liberal democracies with thriving economies, they soon became model world citizens and America’s most loyal allies. This was far from altruistic on Washington’s part: it knew it needed the support of both countries in the developing Cold War with the Soviet Union.


Four and a half decades on, attitudes were very different. In July 1991 at the G7 summit in London, in the dying days of the Soviet Union, Gorbachev made a pitch for a Western aid package of $30-50 billion a year for at least five years. His request was turned down on the grounds that his economic reform plans were so vague the money would certainly be wasted. The Soviet leader was told to go away and come up with better proposals – but before he could do so, Gorbachev was out of a job.


The end of the Soviet Union – and accompanying fears of economic and political collapse – transformed the situation. American leaders now asked what they should do to help ensure the transformation of Russia and its former allies into peaceful, prosperous capitalist democracies, avoiding anarchy, an authoritarian backlash and mass emigration.


The immediate problem appeared to be a looming food crisis. Media reports of soaring prices, empty stores and hospitals without medicine, although often somewhat fanciful, prompted a mass outpouring of concern in the West. In what was known as Operation Provide Hope, a fleet of US air force C-5A and C-141 transport planes began to deliver thousands of tonnes of emergency food, medicines and medical supplies to Russia and the other former Soviet states – much of it drawn from stocks left over from the Gulf War. Churches, schools and community groups across America and Europe followed suit. However, getting these supplies to their destinations proved tricky, and much of the aid was stolen or left to rot. The Russian reaction varied from gratitude to amusement, though some were offended that their once-proud nation was being treated like a sub-Saharan African country suffering a drought. Their sense of humiliation was symbolised by the flooding of Russia with cheap American chicken pieces that were nicknamed nozhki busha (‘Bush legs’), in honour of the US president.


There were also moments of farce, such as when a shipment of 120 tonnes of British beef was rejected by Moscow agricultural inspectors who feared it might be tainted with ‘mad cow disease’. After hours of wrangling, it was dispatched to Murmansk, within the Arctic Circle, since there were no other cattle there to be infected by their dead brethren. Plans for further shipments were shelved. Lynda Chalker, the British overseas development minister, called the episode ‘very embarrassing’, adding: ‘If they are going to react like this, we have lots of other things to do, not only with our beef but with our time.’1


Providing more concerted help for the Russian economy proved more problematic. Experts such as Sachs, who was advising Gaidar, and Lawrence H. Summers, chief economist of the World Bank, argued that Western governments should be ready to fund an IMF-approved programme to help the country survive its financial crisis and ‘privatise, marketise and monetise’ its economy. In a much-quoted article published in The Economist in December 1991, Sachs put the amount required for the entire former Soviet Union at $30 billion a year for several years. It was a considerable sum at a time when the American economy was also in the doldrums, but still a fraction of the hundreds of billions of dollars a year that Washington and its NATO allies had been spending on the military to combat the Soviet threat. The aim of such monetary assistance was to ease the squeeze on living standards and help establish foreign confidence, buying time for Gaidar and his beleaguered team to carry out their reforms.


Others, such as Marshall Goldman, another leading American Soviet expert, were not convinced. Russia’s problem, he argued, was the lack of a proper legal framework, commercial code and property rights, which were needed to make markets function. Pump money in before this framework was established and it would be wasted or stolen or, worse, hit the growth of the nascent private sector by bolstering bureaucracy. The money could also ease the pressure on Russia to cut back on its military budget. ‘Giving the Russians money is a dreadful mistake,’ Goldman warned. ‘This is not a dormant market system like Poland. We should not provide money until they have made major institutional changes.’2


Bush was not inclined towards any grand rescue package. The budget deficit that year was expected to exceed $350 billion and he was under pressure to rein in America’s global commitments. With Pat Buchanan, his challenger in the Republican primaries, pursuing an isolationist ‘America First’ campaign, Bush could not be seen to be putting Russians ahead of his own compatriots. Sachs recalled a meeting in spring 1992 with Lawrence Eagleburger, deputy secretary of state. ‘Jeffrey, you must understand,’ Eagleburger told him. ‘Assume for the sake of argument that I agree with you. It doesn’t matter. Do you know what this year is? It’s an election year. There will be no large-scale financial support.’3


The administration was prodded into action by an unlikely figure. Aged seventy-nine and well on the way to rehabilitation for the sins of Watergate, Richard Nixon warned in a strongly worded ‘secret’ memo – circulated to some fifty friends and top foreign affairs experts – that the United States and the West were missing a great opportunity to transform Russia and its neighbours into democracies by not providing enough aid.


The memo’s contents found their way onto the front page of the New York Times on 10 March 1992, Super Tuesday in the presidential primary calendar, under the headline ‘Nixon Scoffs at Level of Support for Russian Democracy by Bush’. Nixon, wrote Thomas Friedman, the newspaper’s diplomatic correspondent, had sharply criticised Bush and James Baker, his secretary of state, for the administration’s ‘pathetic support of the democratic revolution in Russia’.


‘The stakes are high, and we are playing as if it were a penny-ante game,’ Nixon wrote. ‘This is a pathetically inadequate response in light of the opportunities and dangers we face in the crisis in the former Soviet Union.’ Nixon argued that America and its allies should provide far larger amounts of humanitarian aid, reschedule Soviet-era debts until the new market economy began to function and create a multibillion-dollar fund to stabilise the rouble. ‘What seems politically profitable in the short term may prove costly in the long term,’ he added. ‘The hot-button issue in the 1950s was “Who lost China?” If Yeltsin goes down, the question “Who lost Russia?” will be an infinitely more devastating issue in the 1990s.’


The (not so) secret memo was to form the basis of a speech that Nixon delivered at a two-day policy conference in Washington sponsored by the Nixon Library, at which Bush also spoke. Bush agreed that Russia needed more aid, but he did not make the strong public appeal for billions in new money that Nixon had declared was vital. Washington was considering a contribution to a fund to stabilise the rouble, Bush said, but he added that ‘we’re living in a time of constrained resources’ and claimed ‘I don’t have a blank check’ for foreign aid.


Nixon’s intervention was as unwelcome as it was surprising for Bush. With his approval rating tumbling from the eighty-nine per cent it hit in the aftermath of his Gulf War victory, Bush was worried that all the foreign policy successes under his watch – from the collapse of communism to German reunification and the Gulf War – could be forgotten if Yeltsin were swept away by his hard-line foes. The administration’s natural response was to play up the effectiveness of what little aid America had actually supplied, to refrain from asking Congress for anything more and hope that Yeltsin would somehow succeed in transforming his country without their support.


Having won his nomination in the primaries, Bush was eventually spurred into action by Bill Clinton, the Democratic front runner, who began to support calls for more help for Russia. With the Arkansas governor due to make a major address on world affairs on 1 April, Bush was in danger of being outbid and was under pressure to come up with a more substantial plan than the one he had originally intended to announce. Setting aside his customary caution, Bush scrambled into action, making his own speech just twenty minutes before Clinton was due to take the stage at New York’s Waldorf Hotel. The G7, Bush told the audience, would make available $24 billion to support Russia – made up of $18 billion in loans, credits and direct aid from the allies and $6 billion in set-asides from the G7 for a much-needed rouble stabilisation fund.


‘This isn’t driven by election-year pressures,’4 Bush added, insisting that he had instead been spurred on by an upcoming session of the Congress of People’s Deputies, Russia’s extended parliament, at which Yeltsin and his reformers were expected to be given a roasting. Although Bush’s declared motivation was less than convincing, the statement did the trick: his announcement got the headlines, even though Clinton sold his own similar proposal rather more convincingly. Any aid package, Clinton insisted, should be seen ‘not as a bailout, but as a bridge loan, much as a family gets from the bank when it’s buying a new house before selling an old one’.


Bush’s aid package was less concrete and less complete than his officials made it seem, and it was not clear how he had arrived at the $24 billion figure. The Japanese, locked with the Russians in an unresolved territorial dispute over a chain of Pacific islands, were angry that the deal was announced before there was final agreement on the details; officials from other donor countries were not clear about how much they would be expected to put in. Part of the confusion may have been deliberate, with the administration reluctant in election year to spell out precisely how much American taxpayers would have to contribute. Sceptical commentators argued that nothing like $24 billion would be paid, suggesting the real amount would be more like three or four billion. Having agreed the package, the administration went on the offensive to sell it to a sceptical Congress: the Freedom Support Act, as it was dubbed, would be the keystone of a post-Cold War American effort to ‘build a democratic peace’ with all the former communist lands.


An undertone of urgency came from the US–Russia summit that Bush was due to host in Washington a few weeks later on 16–17 June. Yeltsin had been to America briefly once since the end of the Soviet Union, visiting Bush at Camp David that February. The two leaders had got on well. Yet Yeltsin had been disappointed that Bush had still not given any firm promises on aid. When he travelled on to Canada that evening, he had complained that unspecified countries ‘talk and talk’ but ‘for the past five months we have been asking for help, and it hasn’t happened’. Now the Russian leader was to return, but for a much higher-profile official visit. When he arrived, Yeltsin would give a speech to both houses of Congress.


THE IMPENDING SUMMIT BROUGHT TO THE fore a question that had begun with Gorbachev’s perestroika, the policy of ‘restructuring’ that accompanied glasnost, his policy of ‘openness’, and had now become urgent: what would be the nature of the relationship between the United States and the ‘New Russia’?


The collapse of the Soviet Union had left America unchallenged in the world, both ideologically and militarily – a fact that Bush had pointed out in his State of the Union address in January 1992 with which he had set the tone for US–Russia relations. ‘A world once divided into two armed camps now recognises one sole and preeminent power, the United States of America,’ he declared. In rhetoric taken up by the next President Bush a decade later, he added, to sustained applause: ‘As long as I am President I will continue to lead in support of freedom everywhere, not out of arrogance, not out of altruism, but for the safety and security of our children.’


Russia saw things differently: its new leaders were not prepared to give up their country’s national interests, whether commercial or geopolitical, and did not find it easy to come to terms with their sudden loss of superpower status – something America was slow to appreciate. Indeed, the ‘Democrats’ who were now in power had to be seen to be standing up for their country or risk being swept away. The summit, one commentator wrote, was being held ‘in a weird twilight moment of Russian–American relations – a moment when the two countries have stopped being enemies but aren’t quite allies yet’.5


Yeltsin did his best to drag relations out of this twilight zone with a triumphant joint address to both houses of Congress, which was the high point of his visit. Arriving at the podium to chants of ‘Boris, Boris’ from the assembled legislators, he declared that communism in the former Soviet Union was dead, that he would do everything necessary to find any US prisoners of war who might be alive in Russia and that he had already ordered that the SS-18 nuclear missiles due to be destroyed under a recent arms control agreement be taken off active status. He called on Congress to play its part in return and approve the aid package.


‘For many years, our two nations were the two poles, the two opposites,’ Yeltsin told legislators in a speech interrupted thirteen times by standing ovations. ‘That evil scenario is becoming a thing of the past. Reason begins to triumph over madness. We have left behind the period when America and Russia looked at each other through gun sights, ready to pull the trigger at any time.’


Yeltsin also praised Bush for having been the first to call him and voice support during the abortive coup of August 1991. The American president ‘was the first to understand the true meaning of the victory of the Russian people’, Yeltsin said. Bush’s response was short and heartfelt: ‘You leave with all of us feeling you are going to make it, somehow,’ he said. ‘We are at your side.’


With a single speech, Yeltsin had escaped the long shadow cast by Gorbachev. The bill passed the Senate on 2 July. The House proved more problematic but, on 6 August, it too followed suit.


That autumn, as the polls began to move against him, Bush again reached for the Russia card, trying to claim credit for ending the Cold War. This made him an easy target for Clinton. ‘The notion that the Republicans won the Cold War reminds me of the rooster who took credit for the dawn,’ Clinton declared.6 ‘We must never forget that in the end, communism rotted from the inside out, with heroes both famous and unknown leading the way.’


Gorbachev, meanwhile, took exception to Bush’s depiction of him during the campaign as the ousted head of a defeated enemy power rather than as someone who had set out as an equal partner of the US president to try to establish a new world order. Humiliated by Yeltsin, who had taken his seat in the Kremlin, Gorbachev was acutely sensitive about his place in history. If Bush had ‘won’ the Cold War, then he was the one who lost it. He expressed his irritation in an interview with David Remnick in The New Yorker published in November 1992.7 ‘Bush warned me privately not to pay attention to what he would say during the presidential campaign,’ said Gorbachev. ‘I suppose there are necessary things in a campaign. But if the idea [that the US brought about the collapse of the Soviet system] is serious, then it is a very big illusion.’


The former Soviet leader’s words were seized on by a jubilant Clinton. ‘If Gorbachev shouldn’t pay attention to him [Bush], you sure shouldn’t pay any attention to him,’ he told a rally in Jackson, Missouri.


WHILE BUSH WAS PONDERING WHETHER to reach for his cheque book, the Russian government was already moving on to the next stage of its economic reform. Freeing prices had been only part of it. The government now intended to transform the fundamental structure of the economy by privatising the state-owned enterprises that accounted for all but a fraction of business activity. The scale of the task was enormous. Poland and the other former Soviet satellites had already gone down this path. Russia was many times bigger, however, and had spent more than twice as long under communism. No one still alive had lived or worked under any other system in Russia. Matters were further complicated by the break-up of the Soviet Union, which meant that some enterprises straddled what were now international borders.


The way privatisation was carried out was to a large extent responsible for the shape of the new Russia. The impetus was political as much as economic: ending state control of the economy and doing so as quickly as possible was seen as a way of diluting the power of the ‘red directors’ who controlled the state-owned enterprises, thereby preventing a return to communism. Considerations that should have been driving the process, such as maximising the amount of money raised or increasing the efficiency of privatised enterprises, were only secondary.


Initially the government decided to privatise around one-third of all industry. The scheme, presided over by Anatoly Chubais, a young reformer, was simple: each citizen was given a voucher that could be used to buy stakes in state industry. In keeping with the scheme’s free market principles, people could either use the vouchers themselves or sell them on to someone else. Many chose the latter course: the vouchers changed hands at an average of $20, though some people sold theirs for as little as $7, the price of two bottles of cheap vodka. Others put them into voucher funds, which, largely unregulated, often turned into pyramid schemes.


On the face of it, the voucher scheme seemed the perfect way of creating a share-owning democracy that would, in turn, help underpin the foundations of a democratic Russia. Yet reality did not correspond with theory. At $20 a voucher, Russia’s entire industrial and natural resource wealth, including its massive reserves of oil, natural gas and other minerals, would be worth just $10 billion – about one-sixth of the value of Walmart. This discrepancy inevitably opened up massive arbitrage opportunities: small-scale entrepreneurs would tour villages buying up vouchers for a modest mark-up and sell them on at a profit to larger-scale dealers. So the process would continue until blocks of tens of thousands of shares were being bought and sold at the Moscow voucher exchange, set up near Red Square.


This was only the first stage, as the vouchers had to be exchanged for shares in specific companies. This took place at so-called voucher auctions, but these were auctions unlike any other: if only one person turned up at a given auction bearing a single voucher, then it could be used to buy the entire block of stock being auctioned. If more people turned up, it would be divided between them.


With the organisation of these auctions left to the company managers, the scope for abuse was considerable, especially in the energy industry, one of the few parts of the Russian economy that held its value on world markets. Stories abounded of companies trying to rig auctions by restricting access to outsiders. Surgutneftegaz, a large Siberian energy producer, was rumoured to have been responsible for the closure of the local airport the night before an auction of its shares. Another oil company was said to have set up a roadblock of burning tyres to stop potential bidders getting through.


One of the most egregious tactics was used by the energy giant Gazprom, which owns one-third of global reserves of natural gas. Those who wanted to buy shares could do so only in the tiny Siberian and Arctic villages where the company had its energy deposits. The management also reserved the right to buy outsiders’ shares at a price it dictated. The result was that only Gazprom people ended up buying the company, with the managers, who were the only ones with any money, benefiting from the auction.


As a result, the price at which Gazprom was privatised in 1994 through the vouchers scheme was $250 million; three years later, the Russian stock market would value it at $40.48 billion – rewarding its shareholders with a 16,192% profit. Even this was cheap: valued per cubic metre of its reserves, as a Western energy company would be, it would have been worth several hundred billion dollars. Other companies such as Unified Energy Services (electricity), Lukoil (oil), Rostelecom (telecoms), Yuganskneftegaz (oil) and Surgutneftegaz (oil), would also go on to trade at massive mark-ups.8


The voucher method proved, in retrospect, to have been one of the most unfair that could have been chosen. The state effectively sold off a large chunk of its assets for a fraction of its market price and the beneficiaries, in many cases, had been the very same ‘red directors’ whose power the government had wanted to break. The result was not just a massive redistribution of income and wealth. It also ultimately undermined the case of the liberals within the government by making economic reform synonymous with unfairness and the enrichment of an elite minority.


The problem was compounded by the paucity of Western aid, which meant a continued squeeze on pensions and other government spending, adding to the unpopularity of the reforms. ‘During the critical months from January to April 1992, even a few hundred million dollars of freely convertible currency reserves would have allowed us substantially to extend our freedom of economic manoeuvre, but even these sums were not available to us,’ Gaidar noted ruefully. ‘By the time the bureaucratic procedures were at last complete, the stabilisation programme was already disintegrating before our eyes.’9
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STOCKHOLM SYNDROME


A NEW AMERICAN PRESIDENT WAS ABOUT TO enter the White House. Bill Clinton won the November 1992 election by capitalising on George Bush’s poor economic record. ‘Read my lips: no new taxes’, the phrase spoken by Bush as he accepted the Republican nomination four years earlier, became his political obituary. Foreign policy, an area in which Clinton, a former governor of Arkansas, lacked experience, had not been an issue, with the exception of the brief flurry of interest in Russia prompted by Nixon’s memo. In the weeks after his victory, however, Clinton became increasingly preoccupied with the world beyond America and with Russia in particular.


Bush, the pragmatist, had not proposed any grand re-evaluation of the United States’ relations with Russia and the other former Soviet republics. His priorities had instead been preventing the proliferation of the Soviet Union’s vast nuclear arsenal and encouraging economic reform. Clinton was more of an idealist – and he did not like what he saw. As he pondered his role as president, he was struck by the extent to which the optimism that had accompanied the break-up of the Soviet Union a year earlier had been replaced by pessimism and fear. As Clinton put it in his memoirs: ‘The “new world order” President Bush had proclaimed after the fall of the Berlin Wall was rife with chaos and big, unresolved questions.’1


Developments within Russia gave further cause for concern: Yeltsin’s relationship with the Congress of People’s Deputies, the parliament, was deteriorating rapidly. The main battle was over economic reform, which many deputies thought was being pushed too fast and without sufficient consideration for the living standards of ordinary people. But the disagreement had also turned into a broader power struggle between the two branches of government. The new independent Russia was still governed by the constitution drawn up when it was a Soviet republic, with a relatively limited role for the president. Yeltsin wanted more executive powers, but the Congress, elected during the days of the USSR, was unwilling to see its influence curbed.


During a stormy two-week session that December, its members agreed to hold a referendum the following April on enhancing the powers of the presidency, but Yeltsin was forced to pay a heavy price in return: he agreed to abandon Gaidar, the young reformer, whose appointment in June still hadn’t been approved by parliament. On 14 December, Yeltsin replaced him with Viktor Chernomyrdin, a fifty-four-year-old former Communist Party apparatchik, who made clear his intention to slow the pace of economic change. Many of Yeltsin’s reform-minded supporters in the Congress spoke of betrayal.
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