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ABSTRACT

The literature on organized crime, while increasingly rich leh$o create a
paradigm to predict and explain the waxing and waning of the private protection
industry. In the work that follows, | create a general model arntify factors that
help predict and explain fluctuation$ protection services within organized crime
groups. | derive the four points below from analysis of the Russsanetnphasizing
the years aftethe fall of communism and around and after thedf Putin. I argue
that if the following premises are true in a given country, firedict growth, or at
least the existencef illicit private protection:

1. Within agiven state, there is demand for private protection (resulting from
neglect or inabily of the state to provide protection)

2. Organized crime groups have the ability to provide private protection (i.e.
supply to match demand)

3. Within the given state, there is continuity of regime or of people in power
(which allowstheracket to continue operag smoothly)

4. The state will maintain internal legitimacy even with the existence of
private protection rackets OR the state has no internal legitimacy and
doesnOt have the power to combat groups (weak or failed state)

In the first chapter, | introducéé puzzle of organized crime and the private

protection industry. My second chapter highlights scholarly approaches to organized
crime and explains the approach and definition | employ in my work. In the third
chapter, | explore the history of organizeohe in a broad sense throughout the
Imperial and the Soviet periods. The fourth chapter focuses on the emergence of the
protection industryn the early and mid990s, andhe fifth chapter is a study of the

late 1990s and the disappearance of the priyatection industry. The sixth chapter

concludes and offers possible topics for further research.
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1 Introduction

The literature on organized crime, while increasingly rich Mleh$o create a
paradigm to predict and explaime waxing and waning of the private protection
industry.Moreover, scholarsp hasgiven regime transitions only limited treatment.
Historical and sociological sources tend to speak broadly about the emergence of
organized crime duringansitions, largely citingconomic and sociological
uncertainty as the causal factor. While not focused on organized crime, but rather on
disparate, disorganized crime, Joan Neuberger's Hookganism:Crime, Culture,
and Power in St. Petersburg, 190014is an example of the rare sortwbrk that
seeks to understand the sudden spike in criminal activity and its relationship with
regime change. She argues that the crumbling of the fabric of Russian society after
the 1905 Revolution, combined with the drastic demographic changes accompanying
it, prompted new groups of people to turn progressit@iiard crime: While this
sort of argument is both intuitive and common in the history literature, the precise
mechanism creating the change, or the complex process behind the decision on an
individual level, is not really explored.

Political scientistare fascinated by regime change, and this fascination will

likely continue to grow with the new wave of transitions in the Arab world.

1 Neuberger argues that hooliganism was a reaction to the massive social and cultural upheaval that
was occurring during the 1905-1914 period. She cites rapid urlgation, industrialization, a
demographic shift, and the spread of education as major contributions to the mounting instability,
in addition to the fervent revolutionaries who were eroding the already weak authority of the
regime. The acute setbnsciousass and classonsciousness was complicated by the opening of
society and the new societal mobility; the classes thus felt the need to clearly define themselves,
Neuberger argues, and the hooligans set about doing this though their rebellious, abitagive att
and behavior. Neubergdr993
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Transitional justice is only but a blossoming field, but significant work has already
been done on East Europe, Latin Aioe, and South AfricAPerhaps because of its
recent inception as a field of study, or perhaps because of the difficulty in untangling
causal ties, no work has been done directly relating regime change to the formation of
organized crime groups. The tetion is recognized as something useful and
important for changes in crime levels, if merely because it presents an exogenous
shock, but the way the transition is managed and the way the members of the ancien
rZgime are handled is not discussed in a megériway. Work has been done on
police reforms in South Ameri@nd the transition is an integral part in the analysis.
The way the regime chooses to reform (or not) the police force has an ostensibly
powerful impact on the shape crime and organized diie? Still, this does not
directly confront the role of former collaborators and members of the ancien rZgime
within positions of power; this literature studies the legacies of these actors instead.

| maintainthat not only would an examination of timierrelation ofregime
changeand organized crime group formationsagprising and provocativé, would
alsoyield a more complete understanding ofvhcrime organizations form, when
they create protectiorackets, and whthey choose toperate proteain racketsin
the work that follows, | identify factors that, when taken together, help predict and
explain the waxing and waning of protection services within organized crime groups.
No literature to date has created a framework for predicting the lyoywshrinkage

of the private protection industry, and | propose thlefang as a starting poinkt

2 See Kent Eaton, OParadoxes of Police Reform: Federalism, Parties and Civil Society in ArgentinaOs
Public Security Crisis,atin American Research Revie2008. And also Michael D. Wiatrowki
and Jack A. Goldstone, GéiBallot and the Badge: Democratic Policing,” Journal of Democragcy
vol. 21, no.2, April 201Q
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derive the four points below froanalysis of the Russian case, emphasizing¢aes
afterthe fall of communism anthose surroundinthe rise of Putinl argue thatfithe
following premises are tru@a ia given countrythey predict growth, or at least the
existenceof illicit private protection:

1. Within agiven state, there isethandfor private protection
(resulting from neglect or inability of the s#ao provide
protection)

2. Organized crime groups have thglidy to provideprivate
protection(i.e. supply to match demand)

3. Within the given state, there is continuity of regime or of people in
power (which allows racket taatinue operating smoothly

4. The gate will maintain internal legitimaogven with the existence
of private protection racke@R the state has no internal
legitimacyand doesnOt have the power to combat gowezk or
failed state)

Despite myintuition thata narrow focu®n thetransitional statesiacatalyst forthe
emergence and gwth of the protection industry, | chose to create a more
comprehensive list of premises tleaplain not only the emergence or growth of the
protection industry aring or after regime changbutalsoits evolution more
generally within ay given state at a given time. There are premises that are more
likely to be true during times when there is great turnover of state ,agtoch
explains thegerceptiorthat times of transitionra particularly meaningful and avoids
possible fallacious arguments for teceptionalism of regime transition.

| chose to examine the Russian case because extitgnityof thechanges

the protection industrgxperiencedn a mere decaddhe early postransition ped
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saw explosive growth in the number of private protection firms but by 1998, both
rackets and legal private agencies were shut down and the industry virtually
disappeared. The apparent volatility of the@ustry, the short time period over which
all thee changes occurred, and thessibility to observe the two extresa the

protection industrynake Russia an especially interesting and valuable case to study.



2 Background: Literature on Organized Crime

2.1 Defining organized €ime

In order b discus organized crime in a meaningful way, we must first have a
working definition of organized crime. Scholars have written extensively on this topic
alone, and still no clear consensus has beehedathis seems quite natural, as it is
difficult to form astatic definition ofa constantly evolving subject. Given the fluidity
of the subject, | pull elements from the work of various scholars and institutions.

The FBI defines organized crime as Oany group having some manner of a
formalized structure and whegrimary objective is to obtain money through illegal
activities. Such groups maintain their position through the use of actual or threatened
violence, corrupt public officials, graft, or extortion, and generally have a significant
impact on the people iheir locales, reign, or the country as a who® This
definition is flexible and imprecise; the meaning of Oformalized structureO is unclear
and thefinal clause about Osignificant impactO allows for a great deal of subjectivity.
Still, this definitionis useful in that is paints organized crime in broad strokes and
primes the canvas for nuanced perspectives.

Surprisindy, Russian landoes not provide eery clear definition of organized
crime.Article 35 of the Criminal Code of The Russian Federatiefines an
rrganizovannaya gruppa&3 united under a single leadership with the purpose of
committing one or several crimes for direct or indirect financial or material benefit.

The termorganizovannaya gruppia a very general one, translated quite syngd an

! FBI website, accessed March 19, 2013: http://www.fbi.gov/about
us/investigate/organizedcrime/glossary
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Oorganized group.O The hooligans studied by Neuberger might be understood as a
criminal organization under this definition, as they did band together and there were
young men who were leader figur@he RussiaOs Criminal Code therefore does not
hdp us distinguish between systematized extortion groups and groups of hooligans
burglarizing and vandalizing.

| alsorefer to the work done by James Finckernauer and Yuri Voronin in their
work The Threat of Russian Organized Crimpespared for the U.Repartment of
Justice, in which they sketch out some main factors that characterize organized crime
in Russia. Generally (i.e. not unique to the Russian case), they define organized crime
as a Ocrime committed by criminal organizations whose existencertasiity over
time and across crimes, and use systematic violence and corruption to facilitate their
criminal activities. These criminal organizations have varying capacities to inflict
economic, physical, psychological, and societal hatth@ugh theyteave the crucial
actor, the criminal organization, shrouded in a chilly lakmist, they at least
introduce the notion of systemized violence.

It is easyto claim that organized crime is committed by a criminal
organizationas that is quite nearly autology, and because the organizations are
criminal ones we also expdtiese organizatiors use extra-legal means to attain
their goals and to prolong their existence. What then makes a criminal organization?
On January 1, 1994, the Bureau for Fightdrganized Crime was established in

Poland and began operating. In order to fight organized crime, they needed a clear

2 perhaps more surprising than this loose definitiahedack of inclusion of extortion or racketeering
in the crimes discusses in the Criminal Code.
3 Finckenauer, Jame3., and Yuri A. Voronin., 20012.
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idea of what organized crime was, ergo they quickly developed eleven characteristics

of organized crime:

profit or power as main aims tfie activity

long-term or unlimited timdrame of the activity

division of tasks and powers among the members of the criminal group
a special hierarchy

resort to different criminal methods to make money

isolation from the outside world, internal disci@irand internal control of the
members of the criminal group

7. perpetration of serious crimes

8. use of violence or other means of intimidation

9. capability of operating internationally

10.money laundering

11. ability to influence the realms of politics, state admiaistn, and law
enforcement.

o hsrwN R

Five of these criteria must be met in order for a group to be classified as an organized
crime group under Polish lafv.
A narrow definition might become probletitawhen cases outside the region
are considered, and though #leven criteria themselves might be a bit ambiguous
(e.g. what precisely is a Ospecial hierarchyO and how neatly can we separate the
OspecialO from the nspecial), they were still informed by the Polish experience.
Thus, | appeal to literature on thefitétion more broadly. Charles Tilly implicitly
defines organized crime in his work OWar Making and State Making as Organized

Crime.O For Tilly, the creation of states resembles organized crime in that the state

4 Plywaczewski2000 95-104.

®| use academic work rooted in different cultures. This is valid, @ terks were created with the
goal of developing a generalized model, meant to be applied and tested to cultures outside that from
which it was formed.
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functions much like a protection racket.g@nized crime then, Oat its smoothest,O is a
protection racket.The protection racket understanding of organized crime, however,
might eliminate other very powerful criminal groups that specialize in drug or human
trafficking rather than protection, ancethus seek to expand this definition.

Federico Varese, a specialist in thesRan case, provides us withiseful
tool to distinguish between different sorts of organized crime groups in his article
OWhat is organized crini#e suggests that a disttian be made between Omafia®
organizations andtber criminal organizations. Hmalyzes 115 definitions of
organized crime and sifts through prominent theories and definitions with the goal of,
if not filtering all this information down to one general blgar definition of
organized crime, at least charting trajectories of the evolution of the definition. Varese
shows how nuanced a definition must be if it hopes to capture its subject faithfully,
and he opts for a simpler categorization of crime orgépizainto organized crime
groups and mafia groups. He maintains that a mafia would specialize in protection
first and foremost, while other groups would deal mostly in other illicit goods and
servicesThe distinction made by Varese between mafias aref otiganized crime
groups, while perhaps not useful in all discussions about organized crime, does
provide us a way to concisely distinguish between the two fundamentally different
sorts of crime groups we observe in Russia 1B%d8 and post998.Varesedoes not

include the term monopoly as such, but states instead that these groups attempt to

6 Aracketeer here is understood as someone who both produces and protects from danger. The
racketeer rakes a threat and offers to protect against his own threat at a cost.98iflypp.169
172
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Oregulate and control...unlawfulyI€is this attempt to control or this desire to

control, rather than actual control, that is important. Moreover, Varesg soéthks

away from direct inclusion of a hierarchical structure criterion, as this tends to vary
across time, space, and the type of illicit good produced. Additionally, in the case of
the mafia, he challenges Schelling's claim that the protection produckemafia is

strictly extortion which will also prove important in the discussion befow.

2.2 Scholarly approaches to organizedritcne

Within the literature on organized crime, there are two main schools of
thought regarding the emergence of orgadiizrime groups: state failure and state
capture. Most of the work on organized crime canooghly grouped into one of
these two categories, particularly if the author seeks to understand the way in which
the organized crime group interacts with theestht the state failure approach, the
type of organized crime that develops is often protedbonsed and a demand arises
for private protection because the state fails to pravsdatizens with protection of
property or of person. Stergios Skaperai@gies in his article, OThe Political
Economy of Organized Crime: Providing Protection When the State Does Not,O that
organized crime results from a power vacuum and that organizations function like a
primitive state.

Diego Gambetta's bocdkhe Sicilian Mfia: The Business of Private
Protectionis one of the most prominent works in the state failure tradition. In it, he

examires the emergence of the mafiéisuthern Italy and describes its structure and

7 Varese201Q 14
8 Schelling, 1971.



function Gambetta illustrates that while some cligs of the mafia are victims, many
are also willing customers. Mutual letrust expectations generate demand from both
the seller and the buyer, and thnegh parties might willingly purchase protection
The mafia therefore has an interest in maintainisgrat in the market, as this will
allow the firm to provide a servider which there is genuine demand. This is not to
say, however, that extortion is not also prevalent. Gambetta's work influenced and
informed Varese's approach to the Russian Mafiabhphis booklhe Russian
Mafia: Private Protection in a New Market Econgmmhich finds that Russia's
inability to safely assure its citizens that it could protect their property led to a
demand for private protection.

Two other notable works using this approachnclude Tim Frye's article
OPrivate Protection in Russia and Poland@harafticleOState Failure, Economic
Failure, and Predatory Organized Crime: A Comparative AnalysisO byEHuSgng.
In Frye's work, private protection agencies (PPOs) eena&sc result of both weak
state institutions and high levels of regulatidhe first suggestion, which is
examined analytically in Sung's work, echoes Varese's analyBeiRussian Mafia
of the demand for protection after the transition to the mad@tomy. Similarly,
Gambetta had attributed a great deal of importance to Italy's transition from feudalism
and the need for protection of multitudes of new property. The high levels of
regulation, also mentioned in Varese's book, tend to push busingssteiinformal
economy because they will have larger profit margins.

In his article, Sung attempts to create a more general account of the
emergence of organized crime, an account not constrained by anecdotal evidence or

10



daa from specific case studidse tests two hypothesesing data collected from 59

countries state failure hypothesis, which claims that the failure to deliver political

goods leads to the emergence of organized crime, and the economic failure

hypothesis, which states that poor emoic outcomes lead to the growth of

organized crime. Sung included high unemployment, a low standard of living, and a

reliance on an underground economy in his definition of poor economic outcomes.

Political goods in this context include security, polititaedoms, civil rights,

criminal and civil justice, and stability. If the state fails to produce these goods, the

predicted result is predatory organized crime and extortion. Sung does not take time

horizons into account here, unlike the previous two scholars, but simply states that

Ostate failureoBters predatory organized crime by raising the general level of

violence and fear of violence, which forn raiss the pgular demand for security
Sung's analysis of the data shothiat both hypotheseseaarelevant, though

not equally. Sung concludethat political factors were more significant than

economic factors in the causation of organized crime, and furthermore, the sample

shows that within the political factors, a credible judicial system seebesdomore

important deterrent of organized crime than effective political processes that deter

organized crime. The stability of jutliry and legal institutions have a negative

correlation with organized crime, but we should be careful not to fall victitime

fallacy of denying the antecedent. The economic failure hypothesis also held, as black

market activities and GDP per capita were both significantly correlated.

In the state capture school of thought, Enrique Desmond Arias challenges the

°Sung,2004 115
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state failue theory in his article “The Dynamics of Criminal Governance: Networks

and Social Order in Rio de Janeiro.O Arias begins by juxtaposing the state failure
description of organized crime with his conception of network interactions between
underground actors and state actors. He argues that high levels of violence do not

arise from state failure; rather, they are the result of fluctuations within and the
interworking of these complex networks. A focus solely on institutional failure

ignores the Oactive patitil constellations that promote violence and resist

meaningful reforms,O he argues. Criminals gain state power and social capital through
connections with police, politicians, and civic leaders, and this allows them to
continue their criminal operations.n®w form of clientelism arises: politicians gain

votes and drug traffickers gain benefits from distributing portions of patronage
benefits. Though he does gt as far as to say thatsymbiotic relationship betwa

state and criminal actoexists it is clear that both criminals and state actors have
incentives to trade services and to connect with each other unofficially. Arias
emphasizes that violence is persistent in Rio not because of state failure, but because
state power is actively used in theeirest of criminals, and because the

aforementioned networks are poorly defined and-elaiging.

In the article OThe Monopoly of Violence: Evidence from Colombia,O
Acemoglu, Robinson, and Santos analyze the symbiotic relationship between
paramilitariesand politicians, and argue that politicians have reduced incentives to
eliminate paramilitaries when these groups can help them win votes and elections.
Acemoglu et al focus specifically on paramilitaries and their efforts to amass votes
for politicians,thus reducing the incentives of elected officials to eliminate or disrupt

12



the functions of the paramilitary group. They challenge the assumption that as a state
develops, it consolidates power and forms a monopoly on violence. In their article,
they show how a state might actually prefer not to have a monopoly on violence, and
they argue that a state can develop without moving towards forming this monopoly. A
state might not develop a monopoly on violence if the expected benefit of eliminating
the armed grups is not worth the cost of fighting them.

Though some proponents of the state capture model reject the state failure
theory, | do not see the two as mutually exclusive or inherently contradictory. It seems
to be the case that Russia in particular exhibits elements of both state failure and state
capture. The two can lead to different types of crime groups (mafias resulting from
the state failurewhile both mafias and organized crime groups might opénedegh
state cafure) or the two can be tempdsatlistinct (state failure explaining their
emergence, state failure explaining their survivaragimergence). | consequently
employboth theories to better understand the nature and evolution of organized crime

in Russia.

2.3 Organized crime activities
Organized crime activities, as listedTitle 18 of the United States Code,

Section 1961 (1), can include any of the following:

¥ Bribery ¥ Obstruction of Justice

¥ Sports Bribery ¥ Murder forHire

¥ Counterfeiting ¥ Drug Trafficking

¥ Embezzlement ¥ Prostitution

¥ Mail Fraud ¥ Sexual Exploitation of Children
¥ Wire Fraud ¥ Alien Smuggling

¥

Money Laundering
13



¥ Trafficking in Counterfeit ¥ Transportation of Stolen
Goods Property
¥ Theft from Shipment ¥ Extortion

Given that organized crime groups operate in so many different industries, the choice
to focus on oly protection might seem limitind.suggest, howevermat systematic
extortion isunique activity requiringpecial explanatiorMax WeberOs
conceptualizationf state legitimacy highlights the puezind uniqueness of
protection rackets.

In his essayPolitics as a Vocation Max Weber argues that the defining
characteristic of a state is its monopoly on violence. In order for a state to maintain its
legitimacy, this monopoly, or at the very least the citizensO perceptiomo$ithe
maintained. Though any of the aforementioned activities might promote violence
and challenge the stateOs monopoly on violence, none does so as directly as repeated
and systematic extortion. Furthermore, gminal organizatios, while always illegal
rarely provide their consumers with goods or services that are substitutes to those the
state typically provides; private protection, however, is a substitute for state provided
protection, on®f the critical provisions the state provides to legitimigelf. The
protection industry is thus different from anyother criminal activity, as it creates what

is essentially a state within a state, existing outside the formal sector.

L Weber,1946.
14



3 The Russian CaseBefore the 1990s

3.1 Historical review of organized crime before the 1917 evolutions

Russian organized crime can be traced back to the thieves' law and the
tradition of thieves' slang in the tifenth century. Thoughlitd conquered the
numerous territories that were to be consolidated into the Russianeizthpistate
had by no means a monopoly on violence. At its largest in 1866, the Empire spanned
thirteen time zones, encompassing roughly 16% of the earth's larfceaicbit, is thus
not altogether surprisg that the state could not effectivelsadica¢ crime groups
roaming the countryside. The October Revolution of 1917 is widely cited as an
integral part in the formation of current organized crime groups, but little work has
been done on how or why criminal organization emerged during thiglpkeri
consider it briefly below andthrough this historical examination of crime in the
Imperial and Soviet periods, create a rough outline of the framework | further
develop in the following chapters.

Because so few people owned private property (~80% of theppitation was
enserfed until 1891 stealing was often regarded as a minor evil necessary for
survival. Valeri! Chalidze argues this in his w&kminal Russia: A Study of Crime
in the Soviet Unionsaying, Oamong the Russian peasantry before the Revolution,
occasional as opposed to habitual theft was regarded as a civil injury rather than a
crime.®Peasants frequently engaged in a variety of illegal activities, notably cutting

wood from private forests, allowing cattle to graze on private property, fishing in

1 Thompson,2009
2 Chalidzel1977:4.
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private lakes or streams,dipoaching and gathering on private prop&ggrgey
Maximov notes the complicated general attitude toward private property in the
nineteenth century. He states that in popular opinion, Oanything to whichdabor h
not been applied and which haereforenot acquired capital can be stolen without
sin.@ Thus private property was poorly defined and even more poorly protected. V. V.
Tenishchev describes how peasants actually supported the practice of sharp trading,
and further, Othey will often say thaisithe victim's own fault for not taking
sufficient care.qt is therefore reasonable to conclude that Russia had a demand for
private protection (for the landowners and for interactions between peasants), but
surprisingly, unlike in Gambetta's Italy, nayanized protection rackets formed on a
large scale within Russia befat891

The criminal groups found in Russia in thé"#hd 19 centuries actually
seem to evolve from the Oroving banditsO to the Ostationary banditsO described by
Mancur Olson in s bookPower and ProsperityOlson describes the roving bandit
as one who has incentive to take all that he can from his victims and contrasts this
with a stationary bandit, who actually will find it most profitable to take only a
portion of the possiblepoils. The stationary bandit will actually be motivated to
encourage economic success, since this will provide him with more capital to seize.
Stationary bandits will also engage in cousitguitive activities, such as providing
public good<. The statimary bandit does not provide public goods out of a sense of

altruism, generally; he does so because it actually is useful for him and helps him

3 Ibid. 4-6.

4 Ibid.

5 lbid.

6 Olson,2000:Chaptersl and2.
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harvest more economic benefits in the futu@dson's argument is meant to describe
the formation of states, bthere is good evidence to support the argument that
criminals in Russia had roles similar to roving bandits but gradually shared more
characteristics with stationary batsdChalidze describes groups of criminals and
brigands who stole from the rich aafien helped the poor. These brigands did not
frequently protect the property of the poor, partly because the poor had little property
to protect. They instead focused their efforts on gathering spoils from the few wealthy
landowners in a given area.

There was no incentive for the groups of bandits to form protection rackets for
the rich because the masses of peasants were more poadfahtering to them
rather tharto the wealthy landowners allowed the brigands to maximize their profits.
Brigands ddl not recessarily provide public goods but they did frequently foster
positive, working relationships with villages and peasants. Chalidze claims that the
criminal groups were given a sense of power, or a sense of legitimacy, by helping the
poor, thus creing ostensibly loyal and dependent subjects. Additionally, the
criminals needed the support of the peasants in order to continue their operations. If
the authorities were searching for a particular group or a particular criminal, the
fugitive or brigand required support from a village: they would need food and shelter

in addition to compliance in secrecy. The criminals could achieve complraceg/e

7 Time horizonsare important here, as Olson notes, because if the stationary bandit does not foresee
his control lasting far into the future (i.e. if his time horizons are relatively short), he will not have
much incentive to invest in publgoods that yield benefits only far in the future. Generally,
however, the stationary bandit has a time horizon that is significantly longer than the roving bandit,
ergo the differences in behavior. The same is true of brigands operating in a givecgmvi
village: if they anticipate being in the area long enough to if they expect to need the help of people
in that area in the future, the brigand will have more of an incentive to provide public goods, or at
least not to provide public bads. Olson, @00
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food, and shelter through violence or threat of violence, but these means are costly. In
order for a thrat to be credible, the group needs to have a reputation, and this
reputation in turn depends on previous use of violence. There is also the problem of
information: if the brigand's reputation does not reach those it hopes to threaten

before the brigand deeeven if they have a reputation established in many places,
their reputation will not help them create a credible threat; they will be forced to use
violence rather than merely threatening it. Because violence is costly, not all groups
will be able to us this method.

Sometimes brigands opted for violence, but they also found that offering the
peasants portions of their spoils was an inexpensive way to endear them to the
brigand.? In some cases, the peasants therefore had good (or at least not Had}relat
with criminals and this arguably slowed any possible development of civic culture in
Russia’ Causal arrows are difficult to orient in this case, and there instead seems to
be a positive feedback loop: the crime groups emerged because of the weak civi
culture, and their existence further weakened civic culture. A lack of civic culture
creates considerable ambiguity around the law. If the law is not rigidly observed,
certain criminal activity is effectively decriminalized and more readily accepted by
the public; ergo, resistance by the public to the emergence of criminal groups is
lessened.

The nebulous character of the law in Russia had profound impacts on the

8 Chalidze 1977 7-8.

9 In their bookThe Civic CultureGabriel Almond and Sidney Verba describe civic culture as a
political culture in which citizens accept the authority of the state and feel compelled to complete
their civic duties (e.g. votingTivic culture is often accompanied by civic cooperation and trust,
and Russia's low levels of trust as understood through Gambetta fit well with the conception of
Russia having no or a poorly developed civic culture. Almond, Gabriel A., and Sidney 9éa.1
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practice of law, which perhaps ironically, waltenvelopedn hazy, extralegal
activity. In her article ""Shysters" or Public Servants? Uncertified Lawyers and Legal
Aid for the Poor in Late Imperial Russia," Joan Neuberger reevaluates the role of
uncertified lawyers in Russia after the 1864 judicial reforms and before the October
Revolution She argues for a fair evaluation of these legal actors operating in an
illegal way in the legal realm, and presents evidence supporting her claim that the
uncertified lawyers provided a much-needed service and provided it in an effective
manner. There v&a very high demand for legal services, and the Osmall number of
universities granting law degrees amid the large antlulag population of the
empire, kept the number of certified or sworn attorneys very 16W® judicial
reforms of 1864 sought to pand legal culture in Russia, popularizing respect for the
law and knowledge of it. There was not a clear mechanism by which the reformers
planned to spread legal culture, and Neuberger claims that the reformers actually
thwarted the achievement of theoais through some pragmatic solutions: O...the
reformers expected the court to be accessible enough to incorporate informal
practices while allowing people to develop respect for the justice and the court and a
rudimentary understanding bbwsome kind oflaw functioned.® She goes on to
say that this ambivalence in official beliefs about the simplicity of popular legal needs
contributed to the success of the uncertified lawyers and allowed both for an increase
in their demand and an increase in theiligitio meet this demand.

Neuberger focuses primarily on the legitimacy of the services provided by

these uncertified lawyers and she discusses the incentives of the certified lawyers to

10 Neuberger]996: 295,
11 Ibid. 297.
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misrepresent the uncertified. Though not the focus of her artndeglso highlights
the bifurcation of the legal culture. Specifically, the “judicial system itself bred
popular ambivalence for formal law and the new judicial institutions,O and Neuberger
cites the institutional ambivalence as the source of the populdvalence' The
attempts to imbue the masses with a sense of legal culture confronted reformers with
the problem of being unable to provide sufficient institutions proportional to the new
increasingly legallyminded masses. They thus diluted the legal culture by permitting
illegal activity within the legal realm, thereby creating the odd dynamic of a more
developed legal culture and a less developed civic culture. Moreover, the relative
legitimacy of the shadow legal world makes it even more difficulte¢ardy separate
illicit activities from lawful ones.

There were therefore two shadow worlds in Russia befor@cteber
Revolution: the world of those who operated entirely outside the law as criminals
(e.g. brigands of thieves) and those who operategiilly within the legal, official
sphere (the oveworld, asit is often called). Theralsoexisted actors in the over
world who had illegal practices but were not characterized first and foremost by
these. These people were part of the-@vewing bureacracy and their illegal
activity consisted mostly of offering or taking bribes. Bribery and corruption were
considered strategic means useful for advancement or sometimes even necessary for
daily operations in the workplace, and such common violatiohneolatw further blurs

distinctions between criminals and kabiding citizens?

12 Neuberger, 1996 309
13 For more on bribery and corruption in Imperial Russia, see: Raeff, Maderstanding Imperial
Russia: State and Society in the Old RegiNew York: Columbia UP]984.
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In addition to distinctions between criminals of the underworld and criminals
of the overworld, there is a difference between civil and political criminals. The
oppressive Tssst regime did not tolerate dissent and discussion of its policies. There
was no room for truly democratic procedures even after 1905, let alone before it; law
was issued by decree from tisait and he was the seat of all power. Political
criminals were ot always prosecuted in the same zealous way, as Jonathan Daly
notes in his articleRolitical Crime in Late Imperial Russia,O but tisar still
prosecuted those who opposed him. Daly shows that the definition of Opolitical
criminalO was a dynamic onedhghout Europe in the eighteenth and nineteenth
cenuries, but the tsarist regime didt hesitatéo punishthose it considered political
criminals* Because many of the citizens sympathized with the political criminals,
this type of crime was almost reed rather than condemned, again discounting the
authority of the law.

Russia's complex spectrum of criminal behavior created ambiguity around and
ambivalence for the law in popular opinion. The illicit activities of political criminals
and some brigandsere more easily condoned by the general public, and this made it
difficult to respect the law categorically, simply because it was the law. Because civic
culture itself was not robust, ideological entry barriers or costs of entry were
relatively low for pre-Revolution Russia; that is to say, if the authority of the state is
considered questionable, it is easier for groups to form that plan to act in opposition

to the state than if the state's authority was well established and accepted.

14 Daly, 2002 62-100.
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3.2 Organized crime and the October Revolution

1918 saw a new emergence of organized criminal grépdd War | and
Russia's own civil @&r brought many villages to their knees economically, and
preexisting brigands and organized crime groups took this as an opportunity to recruit
new members. Gangs could find members among the peasant population, who,
despite the increased social mobility offered by Russia's industrialization, found
themselves without food or work. Additionally, the general amnesty granted by the
Provisimal Government had freed thousands of criminals, who were now looking for
an occupation. As is often the case, soldiers from the war (mostly deserters, in this
case) were easy targets for recruitment: war veterans or deserters had a comparative
advantageni violence®® The increase in population of these groups combined with
the decrease in viable jobs for them made their transition to criminality relatively
easy.

The brigands from the previous sections began to consolidate or reform at the
turn of the centry, andthough theystill operated primarily inhe expansive Russian
countrysidetheynow also had a presence in Moscow and St. Petersburg. The
criminals organized in the form of gangs, whose primary purpose was not to sell
drugs, humans, or private pection; these groups instead pillaged and plundered.

Quite clearly the Bolsheviks would be obligated to condemn the behavior of these
gangs, as they were not a constructive force in society. Surprisingly, perhaps, the

relationship between the Bolsheviksdahe various gangs was far more complicated

15 For more on how and why war veterans are often recruited for organized crime, see: Varese,
FredericoThe Russian Mafia: Private Protection in a New Market Econ@xyord: Oxford
University Press2005
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than categorical opposition atfteir treatment of gangs cawntually can be broken
down into more finggrained data.

During the Civil War, the Bolsheviks opposed some gangs and supported
others; the indepesdt variable was simply whether or not the gang supported or
opposed the Bolshevik§ Not all gangs had an ideological component, and even
those that had one did not necessarily remain loyal. The gang of Batka OFatherO
Makhno, for example, was notorious faghting sometimes with the Reds,
sometimes with the Whites, and sometimes fighting both independetign the
gangs with an ideological character were not first and foremost ideological; rather,
they had some political preferences that were inforbyean informal contract with
one side, or by perceptions of who would likely win the Civil War.

After the Civil War, however, the Bolsheviks made very serious efforts to
eliminate these crime groups. Yakov Gilinskiy and Yakov Kostjukovsky argue in their
article “From Thievish Artel to Criminal Corporation: The History of Organised
Crime in RussiaO that the Soviet authorities dealt with gangsterism after the Civil War
primarily because it threatened their own power; it was not necessarily the
ideological edication to Marx that moved them to purge the groups. The groups
were threatening the peaceful formation of the new society, and the Bolsheviks dealt
with the gangs mostly by Owiping them outO at the scene of the crime or at their own

headquarters. Theygue that these easures made politicghngsterism obsolete by

16 Gilinskiy, Yakov, and Yakov Kostjukovsky.0®4: 188

17 Ibid. 189

18 It is reasonable to assume that the gangs acted more like interest groups than political parties in a
coalition because the crimes cared first about the endurance of their own crime business. This
depended on who was in power, &wiously the groups, though existing outside of the legal
framework of the state, were still operating within the state.
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1927, and this in turn transformed the criminal world and facilitated the emergence of

thethievesin-law on a national and not regional scHle.

3.30rganized crime during the Soviet egime

The 1930s in the Soviet Union witnessed the development of organized crime
on a national level for the firante in the history of the regiohroughout the 1930s
and the 1940s, as the gulags began to fill and criminal networks befgaedo
Stalin's pwer consolidated, thieves-law, vory-v-zakone began to form extensive
networks. The gulags became a significant place of contact, and as prisoners moved
around the country from gulag to gulag, the previously isolated groups of bandits
became part of one national network structuf@By the 1950sSoviet authories
mostly disassembled tiwery society but the stadows of the old links remain@ahd
the process of nationalizing crime was still frésh.

The shadow economy began to grow considerably throughou®50s and
the 1970s, and it was then that the practice of collaborating closely with government
officials began. Criminals organized and traded scarce goods (many things were
rationed in the Soviet Union and access was restricted to goods rangirgufranto
cars such that even if people could afford to purchase a car, they did not have the
opportunity), and cooperated with high level party officials to achieve their
entrepreneurial goals. It was then that we first see the emergence of the Oroof,O or

krysha,in Russia. Théryshawas a protective OroofO that allowed illegal activities to

19 Gilinskiy, Yakov, and Yakov Kostjukovsky004: 190-191
20 Varese2005: 165
21 Gilinskiy, Yakov, and Kostjukovsky004 190191
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persist safely within the state; it was the first significant form of private protection in
the region. Th&ryshabrought together theory, the party officials, thgovernment

and its institutions, the violent entrepreneurs, and traditional criminatsated

networks and strong links between the underworld and the upperworld, between the
criminals and those who were supposed to eradicate’teangue that thiperiod is
crucial to the emergence of organized crime in Russia currently. Even if individual
actors from the 1950s were no longer in power after the dissolution of the Soviet
Union, party members were raised in this system and were educated politically in this
tradition.

As Russia began to liberalize and as society began to open slightly, a new
generation of criminals emerged: the sportsmen or Obandits.O Though this group
arguably did not show their power or factor prominently in the criminal world until
after the fallof the USSRt is important to note that their activities actually did begin
in the preperestroika period (that is, they formed connections with officials before
the USSR dissolved}. Thevory andthe sportsmen began to fosystematic links
with each othefthough after the transition, most of these would give way to violent
competition for larger market share) and these linkdggped criminals expand their
networks. Even if the network ultimately crumbled, it provided them with valuable
information about the actors with whom they were competing.

Crimeand organized crime groufisus exsted even in the Soviet period
(though ths was not formally acknowledgebijit anly in late 1980s did extortioand

protectionbecome a source of revenue brganized crime groupBntrepreneurship

22 Ibid. 190-196.
23 Ibid. 195198
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was not present in the Soviet Union until the 1B8&% on Individual Labor Activity
andthe 1988 Law on Cooperatives, which allowed for individuals to own their own
small businesses and to employ themselves and others outside the stata order for

crime groups to have businesses and property to protect, individuals must own
businesses and have assets (i.e. there must be some degree of priyafization
Extortionfollowed business developmenitycmarkets werghe first place for the
emergence oéntrepreneurial activity and thus the first place for the emergence of
brigands and protection rackets.?® In St. Petersburg and Moscawewly opened

commercial enterprisgaotably shops and cafespuld receive visits fnm

racketeersThe ideal entrepreneurial victims were small busimesfast cash

turnover, low investment requirements, and relatively simple technology, as these
proved to be the most lucrative for racketeers. Already, the stateettiag a

precedendf neglecting to provide its citizens with the protection they needed to run
their businesses smoothlys Aolkov explains, “the peculiarity of lee Soviet business
conditions was that the victims of the protection rackets were legitimate businessmen
theoetically entitled to state protection but rarely provided with it in pracfite.O

Soviet dogma had created such negative sentiment towards businesspeople that even
the state lacked motivation to protect young busin€sdésis the Soviet Union

entered the 990s witha fledgling, ilkprotected, legal business sector being gradually

subjugated to the criminal business sector.

% There was therefore no real opportunity for protection to emerge between the period after NEP was
replaced with Five Year Plans 1928and when Gorbachev reintroduced limited capitalism.

% Galeotti, 1996. Gurov, 1995.

*®\/olkov, 2002 31.

?"Hertz, 1996. Korovin, 1998.
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4 Regime Transition and Organized Crime

4.1 General background on crime in the 19900s

Vladimir Safanov gathers data in hisork Organizovannoe vyogatelOstvo:
Ugolovnepravovoi ikriminologicheskii analiand shows thatefore 1988, extortion
was notconsidered a widespread crime. As the Soviet Union begemumble
economically and beoae increasingly open to liberal capitalist refoysvever,
extortion began tbecome a source of revenue for crime groups and corrupt
government officials. 11989 the number of extortion cases in Russia increased
threefold.After the transition, not surprisingly, protection became a prominent
industryandSafanov aserts that organized extortion reached up to 70% latency in
some parts of Russia in the mid-1990s.The emergence not just of extortion but of
repeated extortion and repeated interactvas coupled with an explosion of crime
more generallyas noted by the MVDOs statistics regarditgnise growthri crime in
Russia 19894992.

Throughout the early and mitB90s, organized crime and the protection
industry specifically enjoyed a high rate of growth and pervasiveness. Police and
government orgazations did little to thwart criminalctivity during the Yeltsin era;
criminal groups were not in fact constrained by the state, but rather by each other. The
high degree of competition, which resulted in the violent mafia wars of from 1992
1997 eventally led to the elimination of many organizations and the consolidation
of others in the late 1990s.

As Vadim Volkov points out in his bodkolent Entrepreneurs: The Use of

! safanov, 2000. Hertz, 1996.
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Force in the Making of Russian Capitalisthe protection industry largely
disappeared from RussiaQOs largest cities after 1998, and their wotheneafter
carried out mostly by the state. Smaller cities (i.e. not Moscow or St. Petersburg),
might still see significant influence from organized crime groups in the protection
industry,but for the most part, organized crime groups are no longer the mafias
defined by Varese and are instead focusing on other sources of revenue.
Organized crime in Russidhusfeatures both organized crime greugs
Varese defines them, but throughout thdyeand mid1990s italso prominently
features the ni@ sort of crime group (a mafia group being the type that provides
protection in addition to other goods and servicEsg protection rackets in Russia
do not purely extort their client, however, a&e shows in his bodlhe Russian
Mafia: Private Protection in a New Market Econarififis finding is important
because it suggests investigation not just of supiolgeconomics of organized
crime, but also the demand for the protection induB&jow | examinethe state
failure model and the demand for protection as an explanatory factor in the

emergence of rergeeking crime groups in the 19900s in Russia.

4.2 State failure and the demand for protection

Several scholars, notighvarese and Volkov, hee cited the inability of the
state to provide sufficient protection as a reason for the emergence of organized crime
groups specializing in private protection.order to better understand why a business
owner would agree to Obuy@©tpction, we must fat studythe judicial system and
legal protection options in more detail; we are thus examining the substitute for the
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racket, so to speak, and getting a better understanding of the costs a consumer would
incur. It is worth keeping in mind, of course, thlaése transactions are not the same
as shopping for car insurance; even as we discuss the benefits of paying for a
technically illegakryshg we mustecallthat these relationships are often started
coercively.Still, we can cite buying factors for Russbusiness owners or more
precisely, reasons why a substitute to goment protection might be sougfiritical
components in the Russian case includetkely intricate and complex taxation
system, theorrupt,ineffective and inefficient judicl system, and the general
obstacle posed Iiye state bureaucracho understand the demand for private
protection, | first identifithe OconsumerO and then illustirataore detailvhy
entrepreneurs would be intergbin purchasing protection.

As a resulbf privatization and the new capitalistic openness, the citizens who
were economically active began setting up small enterprises kabiperativy
which produced and traded consumer goods. These new businesses would prove to be
an important customer segment for rent seeking organized crime groups throughout
the 19900s. The early 19900s witnessed huge growth in cooperative shops and cafes,
kiosks, and the entrepreneurial explosion was so significant and the lack of reliable
protection so costly that themesponding growth in brigades couldnOt even meet the
increase in demarfd.

The environment in which these new business owners existed was
characterized by disorder and confusion, due in large part to the chaetal

situation in the early and miti990s Laws and presidential decrees contradicted each

2\/olkov 2002 14.
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other;institutions were legallgiven overlapping jurisdictionslifferent offices could
register the same private property (thus egmlynitting consumer frauddhe tax
system wasot a carefully planed code, but was instedetermined by presidential
decreé In fact, Russia did not even have a tax code until January ofat@bghus
throughout the 1990s, the taxation system was unorganized and riddled with fraud
and corruptionMorozov notes in his article OTax Administration in RussiaO that fines
and penalties for tax evasion were severe, from 10 to 500 percent of the hidden
amount, and that many newkés were retroactive, further complicating fystem

and making tax evasion easily accidental.dlgovernments could levy up to

eighteen local taxes, but many regions (notably Yakutiya) established more than

eighteen. Morozov even suggests that if taxes were paid in full, as according to the
decrees issued, the revenues would actually interfiéinghe efficient allocation of
resource$.Perhaps more importantly, tax authorities had incentives to artificially
inflate fines to pad their bonuses, making legal authorities dangerous for
entrepreneurs. The disordered tax system, arbigragigevere punisments, and
general high rates of taxation made entrepreneursO propertyivenable tdegal
seizure.

Not only did entrepreneurs fadangers posed by unsystematic taxatibay
were not well protected by their owgovernmentahgencie®r judicial system The
courts were very inefficient and ineffectiverem if a court decision was reached, it
was often difficult to put into effect. This difficulty stems from two sources: the

general weakness of the courts and the loopholes in the existing legalviyedn

% Naishul®, 1993. Morozov, 1996. Fryman et al., 1993. Busse, 2000.
* Morozov,1996 43-45.
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After a court had reached a verdict and determined that an orgéinn owes money,
the court hadbailiffs to help enforce their decision. The court did not have the ability
or responsibility, however, to search for the offender if the debtor catlde found
at the registered address. Moreover, both companies and individuals could easily
Osiphon off their assetsEimtcipation of juridical actiorQleaving the wronged
party with little toeven try to claim in courf

In addition to the vulnerality created by the unpredictable tax system and the
lack of retroactive justice provided by the courts, business owners in Russia received
no protection from traditional security and proteciiostitutions. Curent studies of
organzed crime and the transition have not given enough attention to the fact that the
state wasntentionally trying to decentralize power afhgment formerly powerful
institutions.One of thekey characterizations of the S8 was its strong centra
policing system; i is thus nosurprising that when Yeltsin came to power, he wanted
to break apart and weah the powewielding institutons of the state, namely the
MVD and the KGBJn this casel argue thateltsin was making a trade between
legitimacy and centrality of force. Byeakening the concentration of state power,
Yeltsin hoped to create a new, legitimate, decentralized, capitalistrettsntrasted
sharplywith the centralized, collaps&bviet systeni The unintended consequence
of such rapid decentralization waagmented ashweak law enforcement agencies,
which | claim contributed to the stateOs failure to provide adequate protection to

emerging entrepreneurs.

®|n the case of individuals, people often register their propedgnime names of family or friends.
® Further discussion of the importance of the decomposition of the KGB and the MVD is included in
later sections.
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Vadim Bakatin was YeltsinOs appointee for the head of the KGB. He openly
admitted that thewctively worled todismember and weaken the state security
organizations bylecentralizing them and redugitheir power directly by reducing
the size of the staff. The KGB was split into five separate agencies (External
Intelligence Service SVR, the Federal AgencyGavernment Communications and
Information FAPSI, the Federal Counterintelligence Service FSK and later renamed
Federal Security Service FSB, Chief Guard Directorate, and the Border Guard
Service). All these agencies, with the exception of FAPSI, anafditidon of MVD
the Tax Police, and the Federal Customs Service, had paramilitary units and
performed detective and operational work. It is thus not surprising that Volkov argues
that the Onew divisions of spheres of competence and jurisdiction wasdadiory,
and the agencies competed with and duplicated one another, weakeiryerall
coordination.8

In addition to thententional weakening of the state, rapid privatizattba,
removal d price controls, and liberalization of trafietherdesabilizedsociety?
Furthermore, Volkov argues that the Oconcept of deviant behavior withered away
along with stable norms shattered by the speed of social change. Ironically, in many
cases it was the private entrepreneurs of violence who claimed to maidtaiand
exercise justice’™olkov suggest that there was a legitimate need for organized

crime protection as a source of jastand as a source of stability.

"Volkov, 2002: 130,

8 Aslund, 1997. Fryman et al., 2002. Frye, 2000.

® Here, Volkov mixes two distant s of changes and solutions: social normative changes and legal
institutional changes. It is perhaps more precise to look at the changing social and legal norms as
separate but related changes. Volkov xii footnote
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By 1996 asurveyconducted by Timothy Fryghowshow commonplace
private protection had beme. Over 40% of retail trade shop owners in Moscow,
Smolensk, and Ulyanovsk admitted frequent Ocontact with racketO but considered it a
relatively minor problem (average 3.13 on scale of 1 to 10), particularly when
compared to state taxes and capitaralts. FryeOs study also showed that
shopkeepers understood the racket as a valuable service and a substitute for public
police protection and sometimes even for courts.

This information is not as shocking when compared to the data gathered by
Richard Ree. In his article ORussia as an HBlass Society: A Constitution Without

Citizens,O he presents the following survey ataded in the figure below.
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Figure 4.1 Expectation of fair treatment by various institutions (%)

Thelack of expectation diir treatment from the police is especially relevant

(and its magnitude shocking). Law enforcement in Russia was unable to protect the
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new capitalist activity after the transition, and the militia was loyal first and foremost
to the state rather than ts titizens™® This created a demand for protection, which
was easily met by the excess of unemployed people who had a comparative
advantage in violence.

Looking at the issue of fair treatment by government officials specifically, we
also find that withirRussia there is very little expectation of fair treatment without
bribes or connections (and even with bribes or connections, expectations are low).
Miller, Koshechkina, and Grodelamdnducted a more detailedrvery in 1993 and
1994, during which they tarviewed over 00 people in houlong interviews,
carefully selecting interviewees to create a representative sample of the public. They
found thatthe public largely did not expect fair treatment from government officials.
As a point of comparison, Iso include their data collected from the Czech Republic

in the same yean the charbelow?*

10 This is an important trend that is disssed in several Latin American countries. In the case where
an authoritarian regime has transitioned, serious police reform is necessary. In an authoritarian
regime, the police and the military are meant to protect the regime first and the citizens are
subordinate to the regime. In a democratic regime, the police should protect the citizens. Eaton,
2008

Y Further research might find such comparisons especially illuminating and build off this work (i.e.
investigating the relationship between transitionatige and police reform, the relationship
between transitionglistice and popular trust in government officials, etc).
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Figure 4.2 Expectation of fair treatment by officials (%)

Though t is more difficult to prove conclusively that government officials
treated citizens unidy, the popular opinion presented above is very telling. Given
thatthe overwhelming majority of citizens did not expect fair treatment from either
the policeor government officials, that the courts did ndtave the power to enforce
their verdicts, thalaws (taxation and otherwisejere complex and filled with
loopholes, and that government protection agencies were fragmented and disordered,
it is understandable that there actually existed demand for private proféétiom
the information presentedbave, | create my first premise for the existence and
growth of privde protection as an organizedme source of revenue: the demand for

private protection.

121t is worth asking how useful the private protection rackets were to consumers. If neither the
government nor the crime groups praddadequate protection, entrepreneurs would be in a very
precarious situation and would be forced to choose the less costly form of protection. Perhaps
surprisingly, in many cases, the criminal organization actually helped people protect themselves
and their property.For anecdotes and storigspporting this claim, see Vare2801
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4.3 Economic failure and supply for private protection

We now look to the supply side: the orgaed crime groups themselves and
why they might offer private protection services. Naturally, many organized crime
groups begin forcing businesses to purchase protection very much in the traditional
racketsense; that is, the mafia gropgses the threat against which it protects its
client. In order to maintain legitimacy, howewhese rackets do have to provide
protection to their clients, as Varese shoWghey thus must be able tuly offer
protection services.

In order for an organized crime grotgpspecialize in protection, it needsa
comparative advantage loth information and violencénformation is crucial for
any organized crime activity, as is violence, so this aspect is not unique to the
protection industry. The element that is uniquéhtprivate protection industry in
postSovietRussia, however, ihe existence of mafia memisewho specialize in
policing, informatia, violence, and covert action; these members are former KGB
and MVD agents.

In the previous section, | discussed theamance of YeltsinOs decision to
weaken and deconstruct the powaelding institutions of the Soviet period; he
strove to lessen their influence and create a contrast between the new and old
regime® Not surprisingly, such reorganization and decentrétinded to massive

layoffs. Between September 1991 and June 1992, over 20,000 KGB officers were

Bvarese, 2001 110-120.
14 Bakatin,1992: 77.
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discharged or resignédAgents resigned because of the instability of the
organization, because of the negative public attitude toward the organization, and
because the state budget was shrinking while inflation was devaluing wages, making
their work with the agency altogether less profitaBféer the crisis of October 1993,
during which conflict between Yeltsin and the parliament over the constitution turned
deadly, even more agents resigned, notably members from elite antiterroridynits.
1995, the members of the KBG with between seven and fifteen years of experience
had decreased by a factor of five andgize of theoverall central organization had
decreased by about 46%.

Although the formal structure of the MVD did not experience such drastic
restructuringthe changes that tleeganization underwent were significant. Like the
KGB, morale and salaries were low, and in fact, even more employeesceBigm
the MVD than from the KGBnearly 37,000 in 1989 and 30,000 more in 1§96.
addition, 83,500 were dismissed in 1989 surprisingly these employees were, for
the most partieplaced. From 1991996, the MVD was characterized by high
turnover anctorruption, with around 200,000 employees dismissed each year, nearly
50,0000f whomwerefor legal violationsformer employeewere replaced by new
cadresmaking the MVD very unstable and weak'®

The yeard 9931996sawhuge growth in number of former police and state

security employees in private protection firms and mafia organizdfi@isen the

!> Albats, 1994.

16 Belaia kniga rossiikikh spetssluzHt96: 76.

" Shelley,199656.

8 Dolgova, 1997 48.

Volkov, 2002: 127135.Kosals,1998 Radaev1998
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huge amount of employees who resigned or were dismissed from the security
agencies, this growth makes intuitive sense. Agents who specialized in gathering
information, who had connections to the government and to the potwld be
desirable members ofganized crime groups, particularly those specializing in
protection.Because risks were now high in the formal sector, both private and public,
the difference in risk between working for a criminal organization, working for a
newly privatized business organization, and working for a government agency was
minimal. Moreover, the return was much higher, considering shrinking government
budgets on both the statad local levels, and the inflation that devalued fixed wages
earned in the private sectérplace in criminal organizations, rent seeking ones in
particular, was thus both a good fit for f@nsecurity agents and appealing to them
In addition to thedrmer KBG and MVD agas, organized crime groups were
composed of men who spel@ad specifically in violencel'he period of market
reforms in the early 1990s witnessed a huge amount of young men becoming
racketeersthese men are diffent from the KGB ad MVD agentsand require
separate analysfSIn order to better uretstand who these young men ave,can
look to the elimination contests, the mafia warkthe early 199Qsvhich helped
usher in the dominance of a new criminal groupsih@tsmeror bandits Criminal
conflictsdrastically reduced the influence of thary-v-zakon, the elite criminal
groups of Othievaa-lawO from the Soviet erastead of this traditional, hierarchical
crime group, new young and unconventional criminals began tidtarthe

underground scene.

20Radaev, 1997. Skoblikov, 1999. Trabarin, 2000.
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This newand unpredictable group was compromised of young men who could
no longer maintain employment as athletes or as military WerSoviet Union had
placed huge emphasis on athleticism antareseexplainsthe Sovietdhadcreated
manyimportant sports clubs throughout the country. In these clubs, men formed close
relationships and trained rigorously for athletic events. When the Soviet system
collapsed, these sports clubs could not be supported and many athleteotould n
receive salaries just for training and competing. Given their physical strength, the
closeness of their ties with each other, and the opportunities in the criminal world,
many of these sportsmen created or joined criminal organizations.

Similarly, veteans returning from the Afghanawfound themselves in a
difficult position in the early 19904fter a long and difficult war, riddled with PTSD
and confusion at returning to a muaanged countryweterans had trouble-re
entering societyAdditionally, Yeltsin drastically reduced the power of the military
and many military men were discharged. The extreme inflation and economic turmoil
made job prospects grim and existing jobgavorable and many veterans thus
joined the criminal world. Military men wihspecialized in violence were desirable
for organized crime groups, amaany opportunities in the evgrowing criminal
world were desirable for former military men.?*

Criminal groups require a comparative advantage of informatidnviolence
and the spasmen and war veteramasily provided the latter. Former KGB and MVD
employees were trained to gather information and perform tasks that would be

especially conducive to operating a private protection firm, and many of those who

2l\/arese 2002
2 |bid.
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resigned or were discharged did in fact just that. Though exact numbers are difficult

to determine, it is clear that organized crime groups were well equipped with
members who specialized in violence and information gathdfnogn thematerial
presented above, I create my second premise for the existence and growth of private
protection as an organization crime source of revenue: the ability for organized crime

groups to supply protection.

4.4 State capture theory

State capture theory argues that criminal groups exist printetguse of
their ability to infiltrate the state, either through systematic bribes of state agents or
by actually becoming agents of the state it#edfl explained in my dicussion of
scholarly approaches organized crime, I prefer to combine the state capture
approach and the state failure approach; this amalgam seems especially suitable in the
Russian case in the 1990s, when organized crime groups responded to demand for
protection as a result of state failure and continued their existence throegh sta
capture.

An important element in the Russian case is trgicuity of regime heads of
state andhe continuingrelationships of people exitirgjateagenciesnaintainedwith
currentstate agents; this allowed for levost stateapture Several scholayamong
them Volkov, Varese, Cheloukhine, and Haberfeld, cite ffemee between the
corrupt ex-communist nomenklatura and the Soviet criminal underwsrid
meaningful component of peSoviet criminal survivalGilinskiy and Kostjukovsky
emphasize #importance of the Oevolving allianceO between the merging criminal
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worlds {ory and sportsmérand the corrupt officials. They argue that Ocontemporary
organized crime, with its influence on the economy and state politics, was formed
before Gorbachev's perestroikaat the beginning of the 1980s0 and the connections
that were formed during this period are necessary for the illegal businesses of many
criminals currently. Using the languaggnetwork structures, similar networks that
existed during the lat8oviet era also existed during the pSstiet era.

Transitional justice would have restricted the access to power of these corrupt
officials, and this would have likely raised the cost of Ostate captureO for the
organized crime groups: they would hawelho forge new relationships with
officials, which would certainly be very costly. Information would need to be
gathered about the official and about his thresholdfor bribery. Violence might also
have been needed, as an additional way to induce stdateecar collaboration. Both
violence and information are very costly, and though both are deséa if
elements of the olebgime remain intact after the transition, it is reasonable to
conclude that these costs are higher if there is a change incstate®

We can additionally assume that costs would be higher because those in power
have an incentive to maintain the status quo: their current position in government and
even their current financial comfort is tied to the status quo. Deviating fierbyth
directly confronting organized crime or by better protecting property rights (and
thereby reducing the demand for organized cris&)erefore not in the interest of

those who are staying in pow&fWhile it is true that state officialmight functon

23 See Ernesto Dal B—, P. Dal B— and R. Di Ze0&,
Peter Reuter, OSystemic violence in drug mark€tige, Law and Social Changeol. 52, 2009
24 1t is not necessarily clear that protecting property rights more effectively would actually reduce the
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similar to Olson's Ostationary bandits,O having long time horizons and thus incentives
to help society grow and become more productive, it does not follow that they should
eradicate organized crime. For Olson, there was a threshold of taxationawadall

the bandit to maximizhis spoils. This threshold alle@d societyto be extremely
productive, providing him capital in the future, and it also yielded him immediate
capital. Similarly, | argue, organized crime in Russia seems to function like taxation
for Olson's bandit: there is a level of pervasiveness of organized crime that is revenue
maximizingfor the state officials. Rather than merely citing Russian culture or
societal structure, | argue that this desire to maximize revenue or spoils is the
medanism behind the lack of political will to stunt the growth of organized crime
and to punish its leaders, as noted by several scholars.

Transitioning from the theoretical and more towards the empirical, it is critical
to remember that the formation ofoal institutions athe same time as formation of
organized crime group&overnment institutions and organizations, notably the MVD
with 50,000 people dismissed each year for corruption, formed in an environment
where organized crime groups were develgmnd often their spheres of influenc
overlapped and either competed or cooperated. Cheloukhthklaberfeld argue that
cooperation was the most popular option, as it was the least costly, and officials
typically took a portion of therimegroup® profts.?® The protection rackets that

sprung up after the dissolution of the Soviet Union therefore actually have their own

level of organized crime specializing in protection, but it does seem to be the case that it would
reduce demand for protection.

25 Shelley, 2004. 56384.

% Cheloukhine and Haberfle@p11 4-17.
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private protection: their protection is provided by the state itself. 2" We thus observe,
in effect, nested protection groups: the spatgects the mafia from the state itself,
and the mafia protects the citizens from the mafia, from the state, and from each
other”®

Anotherreason for this nested protection structure and the low level of the
public’s trust in the police can berelated ¢ the lack of transitional justice in Russia.
The police, under Yeltsin, Putin, and Medvedeyv, still funadyrimarily in order to
protect the state. Because there was no restriction of former political collaborators
and party members, there was no reform of the functions of the police. The mafia
organizations therefore capitalzen the lack of massive turnover at the lower levels
within the state and within other state institutions while maintaining their
relationships with the more powerful officiatsthe hierarchy.

From the information presented above, I create my third premise for the
existence and growth of private protection as an organization crime source of
revenuecontinuity of regime or of people in power, allowing state capture to occur

more quickly and cheaply.

45 Summary
Thus far, | have identified my first four premises for the explanation and
prediction of increase in the protection industitye first, the demand for protection,

developd from the state failure approach to orgacizeme and was informed lijie

27 Shelley, 2004: 56584.

% These nested protection groups are not unique to Russia and can be observed in several Latin
American countries, notably Colombia, Mexico, and el Salvador (as noted in the worksf Aria
Acemoglu, Robinson, and Santos).
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predatory and overly complex laws, the inability of courts to enforce their rulings,
and public and popular distrust of government agerand of the police. The second
premise, the ability of organized crime groups to becoraia groups byupplying
protection, was derivedfrom analysis of the members comprising the organized crime
groups of the 1990s. Third, the continued connection between the mafia ggdups
the state wadrawn from the alliance and evevolving relatioships between

criminals and corrupt officials. Because Russia did not undergo transitional justice,
existing connections remained largely undisturbed and new connections were not

extremely costly to form.
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5 The waning of underworld protection industry: 1998and on

Paralleling and related to Putin’s rise to power, the protection industry in the
postSoviet Russidegan to seriously shrink in the late 199splanations of this
phenanenon in academic literature hawelis far been incomplete and ineffeeti
Volkov, for exampleaddresss predominantlthe demand side of the protection

industry:

When a high violence potential and high protection costs
become burdensome for most participants, the conditions for
a reassertion of the state emerge. Only theBrtate laws

and their enforcement gradually gain priority, and the central
authority is able to achieve greater control over the use of
force. On the basis of this assumption, | suggest that a
conscious project of state building, which has become
increagngly important in Russia since the end of 1998, was
preceded by a consolidation of violero@naging agencies,
the capitalization of their incomes, and a partial delegation
of their enforcement capacity to state agenties.

While this is insightful andseful, it is incomplete; iignores the very important role

of the state as a rational actord it does not address the mafia organizations and their
possible actions and reactiotiss not merely the cagkat whenthe general

populace preferthe stag to reassertsdf in the protection market, the state simply

does spthecapabilities of the state and of the organized crime group must be
carefully considered.therefore apply théree aforementionedactors and develop
onemore to provide a momeompleteexplanation for the surprising decrease in the

protection services offered by the mafia groups.

Y\olkov, 2002
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5.1 Demand for protection in the late 1990s

While it is true that ibecomes more costly for consunasrviolence increases
and the consumer would tie¢ore prefer safer and less costly alternatitlés,does
not seem to be the primary cause ofdhntually disappearance of the organized
crime-run protection industry. By 1997, the elimination contest and mafia wars had
purgedmany criminal organizatns and thus facilitated the consolidation of
protections agencies. Moreover, criminal groups found violence to be a very costly
form of punishment for deviant consumers and they therefore tended to punish
through police visits, tax penalties from authorities, and other operational restrictions
enacted by government authoritfe$ therefore is untre to claim as Volkov hasthat
there was an increase in threat of violence to consumers and tied wouldthen
prompt the state to consolidaklkov could suggest thgpublic opinion lagged
behind the actual spike in violence, or that because the public did not have complete
information about the end of the mafia wars their preferences changed in the late
1990s, but this would be difficult to prove and wabstill be an inadequate

explanation; ggo neither Volkov nor my first premise hold the solution to the riddle.

5.2 Supply of protection in the late 1990s
Examining the supply notion also proves puzzlingl998, the eoromy
plummeted and Russia entertsdmost severe recession since it abandoned

communism. The government defaulted on its debt, inflation reached 84%, and food

2\olkov, 2002 Varese2005 Gilinskiy, 2000.
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prices doublegthe crisis was serious and felt acutely both within Russia and outside
her bordersGiven that economic hardships pushed men in search of lucrative
occupations toward criminal organizations, it does not seem to make sense that the
ability of the crime grougpto supply potection would account for the industryOs
wane.lt is logical to argue that because many mafiaigsodrew significant revenues
from small businesses and because small business were hit hard by the financial
crisis, mafias would not want to continue incurring costs when they could not receive
much revenue and likelittle to no profit. This assertioseems to be slightly
corroborated by interview evidence, but it isnOt strapported | instead turn to
the preferences of leaders of criminal groups as possible explanation on the supply
side.

There was in fact ahange in preferences of leadersasfie criminal groups
in the late 1990s, and thayrnedincreasinglytowardlongerterm investments.* The
violence of the 1990and the consolidation @ower was costly, and criminal groups
became more interested in lower cost, high revenue alternatives, often leading them to
transformtheir organizationinto financiatindustrial holding companiesFormer
mafia group leaders entered politics and the formal business sphere, leaving the
protection industry behind but still engagingliagal trade(drugs, counterfeit goos,
humans, etc), money laundering, arlder operationslhis allowed them to more
easily build connections that safeguarded their illegal activities, while also deriving

profit from legal means. Like Olson suggested in his viRewer andProsperity,the

3 Ibid. Ibid.
4 Bova, 1999. Cheloukhine et al., 2011.
5 Cheloukhine et al., 2011.
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mafia leaders began to provide public goods and increase their philanthropic
involvement in their regions.® | cite this change in preferences, which begins in the
late 1990s, as a partial explanation for the decrease in provision of jprotact

mafia groups.

5.3 State apture in the late 1990s

Transitioning to my third point, th&tatecapture aspect andd importance of
maintained connections between state agents and crime gifteipssights offered
again seem incomplete. While theves a shift in power from Yeltsin to Putin, and
thus thereorganization of the heads of many government organizatiahs
ministries there is n@vidence to suggest that this created much difficulty for
organized crime groupBlew ministers and officialsame from largely similar
backgrounds anihterviews suggeghat criminals were actually becoming officials
and were in fact better connected to the new offiCiglshus cannot be argued that
costs of maintaining illegal operations through bribery @aybuts were significantly
higher and therefore account for the wane in protection services offered by mafia
organizations.

The evolving relationships between state officials and criminals organizations
are difficult todetail precisely, but it does seemlte the case that preferences were
not antithetical, or else collaboration would not have occux@iov understands
OstatéormationO in his last chapter areaction of thetate to organized crime. He

maintairs that the reduction in violent crimetise result of atalemate between the

8 Varese2005
" Cheloukhine and Haberfeldp11
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state and the organized crime groups rather than a true reduction in organized crime
activity. While this might in part be true with regard to other organized crime
activities, this seems to be a less than perfect conceptualization of the protection
industry. In order to argue that the state and organized crime groups are currgntly in
stalemate, we must conceivetbé actorsasbeing separate and haviogposing
preferences; this does not seem to be the case.aB¥ficithe government, even after
Putin’s rise to power and reconstruction of the state, were still involved with

organized crime groupnd in fict, were increasingly heads and high ranking
menbers of crime groups themselhasd therefore could not haveghetrically

opposed preferences to those of the organized crime §ibigthis occurrence that
informs most of Cheloukhine and HaberfeldOs book, published ini2@ddich they
argue thabrganized crime groups hawautatednto organized corruptionetworksb
economic and political networks comprising a criminal stEtes argument makes
differentiation between state and criminal agents difficult if not impossible, and the

notion of state capture becomes inapplicdble.

5.4 Legitimacy and the fightagainst the protection industry

Volkov’s discussion of the actions of the state against criminal organizations
presented at the opening of this chapter is worth examining more closely and from a
slightly different perspectivét certainly is true that #ngeneral public did not find

the weakness, disorganization, and corruption in the central government ideal, and

8 .

Ibid.
° It is possible to conceive of Cheloukhine®s organized corruption networks as a case of perfect and
complete state capture. Further applying the theory, however, is not possible as it assumes a distinction
between state and criminal actors.
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nor was the reliance on private protection agencies {8@atin used the general
dissatisfaction of the public and their desire for a strongetral state as an
important and influential part of hiovernmental workeven in 19971998 The
stateQggitimacywithin its own bordersvas at stake. Criminal organizations
operated freely, laws were created and nullified overnight, inflatiore@oialomic
crisis strangled citizens; Volkadescribegarly and miell990s Rusia as a Hobbesian
“state of nature,” which seems wholly appropriaté? The ineffectiveness and general
distrust of the government put tlegitimacy of the state at risk; populgsioion
swung from preferring freedom and individualism in the early 1990s to law and order
in the late 19909nd it was with the promise of restorilagv, order, andegitimacy
that Putin came to powét.

In order to strengthen the power of thstate andhereby itdegitimacywithin
the countryPutin emphasized centrality and controlhis presidential address on
July 8", 2000, haunderscorethe necessity afhanges that were highly prioritized by
entrepreneurs: protection of ownership rights, dampetition, and modifying the
taxation system to lessen citizensO tax burtfehss speechPutin acknowledged

popular concerns directly, saying:

This vacuum of authority has led to state functions being
appropriated by private corporations and cldrigy have

surrounded themselves by their own shadowy groups,
lobbying groups, and dubious security services using illegal
means to obtain information. At the same time, state

0 Mason, 1999.

1 Bova, 199: 1740.
2\/olkov, 2002 126.
13Bova, 1999: 1740.
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functions and state institutions are different from
entrepreneurship ones in thiéiley must not be bought or
sold, privatized or handed over to be used or leased.
Professionals for whom the sole working criterion is the law
are needed in state service. Otherwise the state opens up a
route to corruption and the time may come when it wil
simply degenerate and cease to be democfatic.

The meaning of this speech might be tainteckbgwledge of how PutinOs Russia
evolved after his election, but the value of the speech for our purposes is not rooted in
PutinOs actufiltureactions, butather the motivation behinti¢ statements in the
above selection from his speed@te publicOs frustration with the arbitrariness of
state action and the stateOs clear lack of monopoly on violence put its legitimacy at
risk, and Putin sought to restorgilémacy by strengthening the state through his so
calledOdictatorship of law.O

The statdbegan shutting down security groups and arresting their members as
early as January 200@hen law enforcement officials arrestetembers of one
protection group ahanother in July of the same yéaBy 2002, the private
protection industry had largely disappeat&@ihe process of restablishing
legitimacy within the state required minimizing the influence of criminal groups in
the protection industry, and the gtaeasserted itself to accomplish this gbabm
this information, | thus form my fourth premise: the dependence of mafia groups on

state legitimacy. Mafia groups will exist under the conditions that ditleestate will

14 Address by President Vladimir Putin to the Russian Federal Assembly in Moscow @20y
RTR TV, 08:00GMT, trans. FBIS.

15 Sasha-AkulaOs group was arrested in January and Andrei OMalenOkii®idsIghp 0f2000Q

% \olkov, 2002 This is not to say, however, that the state adequately protected its citizens® property
rights; the protection services and their corrupt predatory nature transferred instead to the state
itself.
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maintain internal legitimacy evemith the existencef private protection rackets or if

the state has no internal legitimacy, itacksthe power to combat grouphé case of a
weak or failed state)n the early 1990s, the Russian government was youngnd

accepted simply because it wvasalternative to the former Soviet system; it had a
nebulous sort of legitimacy resting only on the fact that it was not Sowkthat is
espoused democratic ideals. | suggest that private protection rackets were able to exist
so long as the public aqated the legitimacy of the government. When this

legitimacy became endangered, the state began to clamp down on mafia groups as
part of its strategy to regain legitimadye state effectively dismantled the former
mafia groups by arresting leaders andhgr@nt members. By enforcing the law,

Putinhoped to create a strong and legitimate government.

5.5 Summary

| have now identified all fouof the factors in my frameworka an effort to
understand why the protection industry began to wane in Russia iaté 19904,
applied the first hypothesithe demand for private protecti@nd found that it did
not help explain the change in the protection market; though there was certainly
frustration with the mafia groups, there was still demand for privategiion. The
second hypothesishe ability of the crime groups to supply protectidse proved
insufficient and only provided a partial explanation. There was no change in the
ability of crime groups to supply protection in the late 1990s, but prefsrend
willingness to supply protection decreased as leaders of mafia groups did alter.
Analysis of the third hypothesis was equally inconclusiveen examining whether
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connections still existed betweeaw state actors and mafia group members in the
late 1990s, there appeared to be more of a reshuffling of the same nomenklatura
network rather than a complete break from either the Soviet or YeltsiPeatads
rise to power did creame turnover within the statat connections were still
easy to make for organized crime grougghus developed my fourth and final
hypothesis for the explanation of the decrease in private protection as provided by
organized crime groups: state legitimaeyresponse to the change in public opinion
from favoring fredom and individuality to favoring law and order, Putin sought to
make the state stronger and more legitimatdibyantling the private protection

groups.
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6 Conclusion
6.1 Summary

In the Russian case, organized crime is integrated in the legal reakisst
not merely in the underworld, in the shadow and illicit markets, but it also has a
prominent position in the upperworld, in the world of big businesses conglomerates
and of kiosk ownersThe waxing and waning of the protection industry within the
organized crime world has bediificult to explain and predict, but in the above
chapters, | have developedramework that | suggest is both explanatory and
predictive.

The first premise, the deand for protection, followthe stag failure
approacho organized crime and was informed by predatory and overly complex
laws, the inability of courts to enforce their rulings, and public and pogdigtust of
government agentend of the policehroughout the 1990s. Entrepreneurs were unable
to protect their pysical property or their financial property,dawere especially
vulnerablen the early and mid990s. While it is true that the purchase of protection
was typically initiated in a coercive manner, it is alse tthat mafia groups provided
auseful anddemanded good: private protectidmits generalized form, | suggest that
the following helps predict and explain the existence or growth of protection rackets:

1. Within a given state, there is demand for private protection
(resulting from neglect or inahility of the state to provide protection)

The second premise, the ability of organized crime groups to become mafia
groups by supplying protection, was derived from analysis of the members

comprising the organized crime groups of the 1998e8.1990s wereharacterized
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by difficult and unstable economic conditions, culminating in the 1998 financial
crisis. YeltsinOs restructuring and weakening of the KGB and the MVD resulted in
many resignations and dismals within the organizations, forcing thousands of former
agents to search for new jobs. These people specialized in information gathering and
often in covert action, and many thousands found a place in private protection
agencies and mafia groups. In addition to former state agents, sportsmen and war
veterans, who specialized in violence and physical strength, were left jobless in the
early 1990s and turned toward organized crime as a source of intooogh the

ability of crime groups to supply protection did not change in the late 1990s,
preferenceshangdand willingness to supply protection decreased as leaders of

mafia groups turned increasingly toward lonrtggm investments and legal means of
income.Thus my second premise:

I" Organized crime groups have the ability to provide private
protection (i.e.supply to match demandj
#

Third, the continued connection between the mafia groups and the state can be
drawn from the allian@and evetevolving relationships between criminals and
corrupt officials.In the early and mid990s, Russia witnessed explosijrewth in
the private protection industry and through state capture, orgasrin®el groups
were able to exiswith little threat from the state. | argue that this results largely from
the continued presence of members of the former regime in the govérBeeause
Russia did not undergo transitional justice, existing connections remained largely
undisturbed and new connections were not extremely costly to Fammer

communists have an incentive to maintain the status quo and to maintain their contact
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with organized criminal groups. Because of their reluctance to reform the police
forces, property was poorly protected and the type of organized crime group that
formed included private protection in addition to the human trafficking, drug

trafficking, and ¢her illicit activities. Thecosts of capturing the state weiso lower,

since the organized crime group has had extended contact with some members of the
new regimeAlthough PutinOs rise to poweeated some turnover within the state,
connections werstill easy to make for organized crime groups, given that those
coming to power with Putin were largely from the former Soviet nomenklathss,

my third premise:

3. Within the state, there is continuity of regime or of people in power
(which allowsthe racket to continue operating smoothly)

Finally, the fourth premise was derived from #hateOs suppression of
organized crime groups beginning in 1998 and continuing through the 20@0s.
state did not end all criminal activity (which is quite intuitigejen that the people in
power were still connected with organized crime groups) it actively worked to
exterminate th@rotection industry and take power backhis tealm. The change in
public preferences and the erosion of the stateOs legitimaosgthibut the 1990s
prompted thidbacklash against private protecti@ihe Yeltsin’s state was accepted as
legitimate in the early 1990s simply because it was an alternative to the Soviet
system, which had collapselhdividualism and freedom was highly ped, and
because the state espoused these democratic ideals, it was accepted as legitimate until
proven otherwise; hence theganized crime groups provided protection with little

resistance from the state. Thus, my fourth and final premise:

56



4. The state willmaintain internal legitimacy even with the existence of
private protection rackets OR the state has no internal legitimacy
and doesnOt have the power to combat groups (weak or failed state)

In its final form, my framework for the explanation and predicof extralegal

private protection is thus:

1. Within a given state, there is demand for private protection (resulting
from neglect or inability of the state to provide protection)

*L Organized crime groups have the ability to provide private protection (i.e
supply to match demart)

3. Within the state, there is continuity of regime or of people in power
(which allows the racket to continue operating smoothly)

4. The state will maintain internal legitimacy even with the existence of
private protection rackets ORetlstate has no internal legitimacy and
doesnOt have the power to combat groups (weak or failed state)

If true in a given state, | claim that these four factors taken together predict the
existence of the private protection industry in the criminal wdidddate researchers
and policy makers have not developed a mémiethe privatgorotection or mafia
groups | have created the above framework from the Russian case and claim that

each factor is general enough to be applied mareibyrto any state at any time.

6.2 Further Research

The framework | have developed has been developed out of specific historical
contexts and its external validity théee still needs to be tested. This could be done
by goplying the framework to other countries and timaqus, such a&9th century

Sicily, New York City in the 19204 Jkraine and the Caucuses after their transitions
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from communismthe former Yugoslav repubbaduring and after the wars of the

1990s possibly Mexico currentlyetc. The Russian case is unigoecause of certain

path and time dependent processes, such as-hevetopment of formal state
institutions, legal private businesses, and criminal groups, but this uniqueness should
not constrairthe resulting frameworto this one case.

In addition to testing for external validity, further research might test the
framework rigorously within the Russian context as more information becomes
available. Possible sources include interviews with former members of mafia groups
(their leaders, in particularhd survey material collected from entrepreneurs about
their perceptions of the changes in the underground private protection industry.

Furthermore| openly acknowledge that there are possible places to make the
factors within thdramework more collectely exhaustive (while stilemaining
mutually exclusive), should more information become available. Specifically, in
additionto legitimacy of a government within a given state, it is also possible to
consider legitimacy of a government as perceived byrtternational community.
Understanding how states maintain legitimacy within their own borders is a complex
topic, but a general approach for understanding international legitimacy seems even
more difficult to form into a paradigm. The importance ofrinéional trade and
business (in addition to strategic alliances between states) stands out as an important
element composing a stateOs legitimacy as accepted by the international community.
From simple assessments of payoffs and preferences/d at he following
possible premises explainitige relationship between international investment (and
de facto, international legitimacy) and the existence of mafia groups:
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la. If international investment is negatively correlated with the presence
of mafia graups, and international investment will not directly benefit
crime groups, thelack of international investment will not give mafia
groups incentive to stop offering protection.

Ib. If international investment is negatively correlated with thegires
of mafia groups, international investment will directly benefit crime
groups, andnternational investors consider the risks minimal or the
payoff great even to invesnafia groups will not have incentive to
stop offering protection services.

lla. If international investment is positively correlated with the presence of
mafia groups, mafia groups will continue to offer protection, as it does
not deter the inestment from which they benefit.

The state as a player is still crucial, anchore systematic ahting of causal
mechanisms would be useful. Sucthe@ory might rely on interviews with
international business people, government agents, and leaders of mafia groups.
Moreover, great care must be taken to not conflate general fear of Russian organized
crime groups (money laundering services and human trafficking in particular) with
the specific provision of protection.

Finally, this past year, Russia has passed legislati@stricting the sale of
alcohol to state approved stores, drastically cutting dbemevenue streams of
kiosks. There is also talk of barring kiosks from selling tobacco products as a way to
pump up government tax revenues, as alcohol and tobazoooae heavily taxed in
retail stores than in kiosks. The increasing regulation ashs will likely impact the
remaining protection raets operating outside the state, and this natural experiment

would be an interesting study in the decision making of organized crime groups.
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