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The world we knew in the 2nd half of 
the 20th century:

A. -- First, Second, Third Worlds

~ Prominence of the US
~ The cold war
~ Second and Third Worlds marginal to global economy

B. -- Regional integration

C. -- Liberalism and globalization



7 years into the 21st century:

- ‘A’ already now longer holds
- How the World reacts will affect directly the         
continuation of ‘B’ and ‘C’.

Today’s focus is on the rapid changes in Russia 
and the CIS as one of the key changes where 
our perceptions are lagging dangerously behind.



The Collapse of the Soviet Empire
Almost overnight, Post Soviet Russia lost:

its economic system of state ownership and state-controlled 
management,
its political system with the omnipotent Communist party for 
an initial period declared illegal,
over one third of the territory and population of the FSU 
(engendering chaos in production and distribution, and 
creating new Russian minorities in neighboring territories),
control of its currency which was being printed by new 
central banks in the new neighboring states,
the trading system, orchestrated by Moscow, under the 
Council of Mutual Economic Cooperation (COMECON) with 
its satellites in Eastern Europe and elsewhere, and 
the Warsaw Pact.



The 1990s – Russia’s « Lost Decade »
WHY?

- -- Total Collapse of effective decision-making and 
policy chaos

- -- Lack of managerial experience, incompetence, and 
greed

- SO WHAT?
- -- Passivity
- -- Role of Western finance, advice, imitation
- -- Russia and CIS integration with West
- -- The 1990s were not normal



Vladimir Putin – Lucky or the right 
man at the right time?

First, an overview of the Economy

Then, a summary of domestic politics



Russian economy

Recent performance and growth drivers
Weaknesses
The importance of oil and gas
Global backdrop
The fundamental potential



Recent performance
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Weaknesses



Weaknesses – Industry and investments



The importance of oil and gas



The importance of oil and gas



The importance of oil and gas



Global backdrop – Commodity prices



Global backdrop – Support for natural resources



Global backdrop – Support for natural resources



Russia – The fundamental potential



Politics

Current situation
Parliamentary elections – December 2007
Presidential elections – March 2008
Where will Mr Putin go?



Current situation – Mr. Putin in control
Over the last six years, Vladimir Putin has centralised control 
of pretty much every institution under the Kremlin umbrella.
The Kremlin controls…

• The government
• The Duma
• The Federation Council
• The judiciary
• Regional government
• The media
• The ‘commanding heights’ of the economy
• The oligarchs
• The army
• The Central Bank
• The nationalists
• The centrists

Meanwhile the communists and the liberals have been 
marginalized.



Current situation – Party popularity



Parliamentary elections (December 2007)
The Parliamentary elections lost the feature of determining

which party wins. The questions it will answer are:

How strong will be the dominance of the pro-Kremlin United 
Russia and Fair Russia parties
What other parties would qualify to the Duma

This time, the hurdles for independent parties are higher.

Only candidates from party lists are elected (vs. 50% independents 
previously)
Party qualification minimum has been raised from 5% to 7% of the
total vote



Parliamentary elections (December 2007)



Mr. Putin’s replacement – The field is wide open



Putin’s replacement – The front runners



Where will Mr. Putin go?



Major risk
• Despite Putin’s popularity and the centralised control that the Kremlin 
enjoys, the struggle for the Kremlin remains Russia’s biggest medium-term 
risk…

• The centralised control means that the prize is commensurably large
• While there are few important pressure groups outside of the Kremlin…
• …there are several important factions inside.
• The big question is how to guarantee the positions and authority of those

currently in power under the next President – particularly given the 
Precedent set by Putin
• The best solution for all sides is that Putin remains in place – moreover, he 

has motive and opportunity
• However, the timing for this is getting reasonably tight, and it remains 

unlikely.
• More likely is that the current incumbents create enough centres of power

outside of the Kremlin that they are able to influence their chosen successor
• Nonetheless, the struggle to nominate a successor will be intense and 

potentially destabilising…
• …expect a lot more populism between now and the elections



The CIS – a similar pattern

Strong economies

Political stagnation even with “color”
revolutions



Can we change our World view?
Not just Russia – China, India, Brazil and others

Trade
Investment
Finance – new reserve currencies

The US, Europe, Japan – how will they react?

Let’s not repeat the mistake of 1907


