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Vladimir Milov, Andrey Medushevsky, llya Zaslavskiy

CONSTITUTION AND ECONOMY
AFTER PUTIN:
a roadmap for a New Russia

Preface

ladimir Putin’s regime has arguably surpassed

the Soviet Union in its artful employment of
propaganda. One of the most widespread myths that
the regime energetically pedals is that there is “no
life” — or any viable political options — after Putin. This
line is fed both to domestic and foreign audiences in
different but overlapping forms.

Inside Russia, Putin publicly denigrates non-systemic
opposition as lacking vision and constructive ideas.
This was one of the public narratives advanced by
Putin Administration to justify barring Alexey Navalny
from participation as presidential candidate in Russia’s
March 2018 elections (in addition to the “technical
legal” pretext which is the sham criminal case against
Navalny). Russian officials and the Kremlin-controlled
media portray all systemic (i.e. coopted by the

Source: diariopopular.com

government) opposition as power-hungry, rapacious
and incompetent; a threat to the fragile stability and
out of touch with the common people.

Outside Russia, the regime’s emissaries often
concede that the current state of affairs is far from
perfect, and there are even occasional admissions
of corruption, inefficiency, and lack of democratic
process. Such admissions are invariably followed

up with qualification that the West features similar
vices on comparable scale. However, the underlying
message is always that Putin’s departure from power
will trigger one of various horror scenarios where the
power falls into the hands of even more corrupt and
unpredictable leaders and Russia disintegrates.
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Without question, any transition, when it takes

place (the question is indeed not if but when), will
feature objective difficulties. However, Russian pro-
democracy leaders have been engaged in robust
considerations of transition issues for years, including
multiple academic theses and research initiatives

in 2000s' and within the framework of a short-lived
Coordination Council of Opposition? circa 2012-2013.
These debates intensified after Putin’s invasion of
Ukraine which demonstrated that his regime is unable
to transform itself peacefully.

This preface highlights the core tenets that have
emerged from previous debates. By doing so, it
provides the context for the report itself, which is
written by two remarkable Russian political visionaries,
both very well-informed, pragmatic and actively
engaged with a wide spectrum of Russian voters.
Vladimir Milov is a key member of the team of Navalny
(currently the most popular and powerful opposition
figure in Russia) and former Deputy Minister of
Energy. Andrey Medushevsky is a distinguished
scholar whose life work has been dedicated to the
Constitution of the Russian Federation.

Today, the need for a roadmap for the transformation
of Russia post-Putin is a critical one. To be truly
comprehensive, it must address a range of
monumental issues within the Russian state and
society, from reforming healthcare to establishing
procedures for dealing with the most corrupt and
abusive representatives of the Putin’s regime.
However, for practical purposes, the scope of this
report has been limited to two key issues that would
define the nature of the future Russian State and are
of the highest concern to the Russian people and their
neighbors, — constitutional change and economic
reforms.

This paper does not attempt to determine how to

set Russia on a path to becoming a liberal state and
away from Putin’s authoritarian political and economic
model. This is a separate and truly a monumental
question of its own. However, when Russia is ready
for a transition toward liberalism, it is precisely the

1 Aleksandr Vorzhetsov, “Konstitutsionnaya Reforma ili Novaya
Konstitutsiya Rossii?” [Constitutional Reform or the New Russian
Constitution 7] Politobrazovanie, October 29, 2016, accessed August
19, 2018, http:/lawinrussia.ru/content/konstitucionnaya-reforma-ili-
novaya-konstituciya-rossii.

2 Vladimir Dergachev and Yelizaveta Maetnaya, “Khodorkovskiy
zakazal Konstitutsiyu,” [Khodorkovskiy Ordered Constituion], Gazeta.
ru, April 28, 2016, accessed August 19, 2018, https://www.gazeta.ru/
politics/2016/04/27_a_8200625 shtml?updated.

economic and constitutional reforms that will serve as
its vectors and incubators.

Andrey Piontkovsky, Senior Adviser at Free Russia
Foundation, has made a prominent contribution to this
roadmap.® In his article on the subject of fundamental
reforms, Piontkovsky highlights the major consensus on
the character of changes needed in the Constitution,
namely removal of “monarchical presidential powers”
introduced in the 1993 Constitution as a compromise
between elites in the aftermath of a violent standoff
with a dissenting Parliament.

Andrey Medushevsky agrees with Piontkovsky

on the need to rebalance the Constitution where
President dominates all other organs of power toward
a more “authentic model of mixed presidential-
parliamentarian system.” Medushevsky offers an array
of recommendations for legal reforms, new court
interpretations of the existing Constitutional text, and
for institutional reforms. In Medushevsky’s view, the
1993 Constitution should neither be abolished outright
nor preserved. Arguing for the middle ground, he
aspires to “return constitutional principles to their
original democratic meaning” proactively while
steering clear of “constitutional populism,” i.e. radical
reform that, in his view, would likely pose a serious
risk of political destabilization.

In a thorough, academic manner Medushevsky
reviews the current state of affairs in Russia’s
political and legal system, identifies sources of
constitutional dysfunction, articulates amendments
and larger reform initiatives that can be carried out
without changing the text of the Constitution, and
discusses instruments and subjects of change of the
Constitution.

Vladimir Milov also believes that presidential power
should be reduced from the position of supreme
dominance over all other branches and made rather
just one of the three; while the approval of the
structure of government, as well as appointment of
ministers and judges should become a prerogative
of the Parliament; and the Judicial Branch should

be given much more autonomy and independence.
Milov argues for clearer and unequivocal provisions
guaranteeing direct elections of all senators,
governors, mayors and municipal heads without
“filters” introduced by Putin, or other forms of
administrative interference. He advocates measures

3 Andrey Piontkovskiy, “Dorozhnaya karta perekhodnogo perioda,”
[Roadmap of the Transitional Period], Dom Svobodnoy Rossii,
accessed August 19, 2018, https://freerussiahouse.org/2018/07/25/
dorozhnaja-karta-perehodnogo-perioda.



to prevent monopoly over media and outstanding
guarantees to opposition political forces. Notably,
Milov, unlike many other experts, does not hesitate
over the question whether it should be a referendum
or a uniquely gathered one-time Constituent
Assembly to adopt these changes. Although he
believes the ultimate decision is to be made by a post-
Putin government, he advocates for the most practical
path in terms of speed and scale of mobilization of the
three branches. Milov points out that Chapters 3-8 of
the current Constitution regulating balance of powers
can be changed with a Parliamentary supermajority

if there is a will from a newly-elected President (for
example, Navalny) and a broad agreement within the
new Parliament.

Despite agreeing on basic tenets, the two authors
have their own distinct views and even contradictions
on certain aspects of possible Constitutional reforms.
Milov and Medushevsky discuss these contradictions
in critical reviews of each other’s proposals. These
critiques are included in the annex of the paper and
will hopefully encourage further discussions in the
policy-making community, media and think tanks.

As mentioned earlier, this is by no means the first
serious consideration of constitutional reforms. Earlier
works by Russia’s leading academic constitutionalists
include the 2015 paper Constitutional Crisis in

Russia And How to Resolve It* co-published by

the Institute of Modern Russia together with Open
Russia. The paper diverges from our Roadmap in

its assessment of the historical factors that brought
about current erosion of constitutional norms and
their implementation. The publication of this paper
triggered a lengthy and intense debate® between its
three authors® and prominent external commentators.”

4 Elena Lukyanova, llya Shablinsky, Vliadimir Pastukhov,
“Constitutional Crisis in Russia And How to Resolve It Institute of
Modern Russia, accessed August 19, 2018, https://imrussia.org/
images/stories/Reports/Constitutional_Crisis/IMR_Constitutional _
Crisis_in_Russia_And_How_to_Resolve_lt.pdf.

5 Viktor Sheynis, “Konstitutsiya-93 v Rossiyskikh Politicheskikh i
Kul'turnykh Realiyakh,” [Constituion 93" in the Russian Political and
Cultural Reality], Otkrytaya Rossiya. accessed August 19, 2018,
https://openrussia.org/post/view/9489/.

6 Elena Lukyanova, “Nam Ne Nuzhen Novyy Tekst, Poka My Do
Kontsa Ne Poznali Staryy,” [We Do Not Need New Text Until We Fully
Understand the Old One], Otkrytaya Rossiya, accessed August 19,
2018, https://openrussia.org/post/view/3983/.

7 Andrey Medushevskiy, “Svoboda Kak Poznannaya
Neobkhodimost’” [Freedom as Cognized Necessity], Otkrytaya
Rossiya, accessed August 19, 2018, https://openrussia.org/post/
view/7364/.

Vladimir Milov, Andrey Medushevsky, llya Zaslavskiy

These debates focused heavily on historical aspects
surrounding the constitutional process in 1990’s and
their lessons, as well as a consideration of whether
the 1993 Constitution should be amended or replaced
altogether.

In her recent book,? Elena Lukyanova, one of

the participants of that debate, compares quasi-
democratic institutions of post-Soviet and other
authoritarian states and concludes that Russia merely
pays lip service to its 1993 Constitution. The degree
to which the Russian regime imitates democracy is
proportional to its levels of aggression, corruption
and poverty. In other words, constitutional matters are
linked to economic and social.

The second portion of this Roadmap is dedicated to
economic reforms. In his article, Piontkovsky argues
passionately and persuasively that the question of
ways to deal with the legacy of the unfair privatization
and the absence of a functioning concept of private
property must be the starting point for any meaningful
economic transformation that the Russian society
would accept after Putin.® Piontkovsky urges the
opposition to set forth a vision that would resonate
with millions of disillusioned citizens who lost faith in
political institutions and legal processes in order to
facilitate Russia’s “peaceful anticriminal revolution.”
Piontkovsky acknowledges that the question of what
to do with the assets of Russian oligarchs, who grew
their wealth through unfair privatization before and
under Putin, is key. After all, this issue is of great
concern to most Russians. However, in his mind, it is
even more critical to reset all economic mechanisms
to clear the way for truly free market sustained by
the rule of law. It may be possible for oligarchs to
keep the main bulk of their assets if truly competitive
market-based system is established and accepted
by the entire Russian society, including by Putin era
businessmen.

In his contribution to the Roadman, Milov also
recognizes the contentiousness of the post-Soviet
privatization and seems to agree with Piontkovsky’s
view that transformation from de-monopolization to
rule-based competition would contribute to higher
levels of productivity as well as encourage domestic
and global investments.

8 Elena Lukyanova, Konstitutsionnye transformatsii i politicheskie
imitatsiii [Constitutional Transformations and Political Imitations]
(Raleigh: Open Science Publishing, 2018).

9 Andrey Piontkovskiy, “Dorozhnaya karta perekhodnogo perioda,”
[Roadmap of the Transitional Period], Dom Svobodnoy Rossii,
accessed August 19, 2018, https:/freerussiahouse.org/2018/07/25/
dorozhnaja-karta-perehodnogo-perioda.
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Milov belongs to the Navalny camp that advocates
what it considers a relatively modest retroactive
privatization tax for the most egregious deals that
took place under Yeltsin and Putin (i.e. loans-for-
shares, as well as monopolistic and corrupt corporate
takeovers). As Milov puts it, “we’re talking about 15-20
large highly public cases maximum, no big lists of
companies to pay the windfall tax.” However, even this
arguably moderate approach is a highly controversial
matter dividing the Russian opposition. An exiled
Russian businessman Yevgeniy Chichvarkin,"

for instance, believes that such move would be
detrimental to the sanctity of private property and
lead to administrative abuses against members

of the wider business community. Milov, however,
emphasizes that such revision of privatization may
simply not be optional, as a much wider opposition
exists on the other side demanding much deeper
investigations and steeper taxes on past corrupt
“privatization.”

Admitting that his own approach to constitutional
reforms is “a narrow consensus”, Milov lists an
impressive array of programmatic proposals advanced
by Navalny’s party, Yabloko, Parnas, supporters of
Mikhail Khodorkovsky and even by the reform-leaning
“non-opposition” (known as systemic opposition) —
the teams of Kseniya Sobchak and Aleksei Kudrin.
Broader consensus does exist, according to Milov,

on the need to shift from massive state spending

on non-human capital projects and toward sectors
such as healthcare and education, protection and
support of small and medium businesses, reducing
state interference and de-monopolizing the economy,
relegating regulatory and taxation powers away from
Moscow to the regions, normalizing Russia’s political
and economic relations with the West.

In his chapter, Milov provides helpful charts comparing
basic economic elements of leading liberal opposition
forces, highlighting big differences and smaller
nuances.

In his writings, Milov channels Navalny’s emphasis
on the “humanization” of the Russian Criminal Code
and his call for amnesty for Russian businessmen

10 Mikhail Fishman, “Debaty Chichvarkina i Milova Po Programme
Naval'nogo: Kakie v Ney Protivorechiya, Budet li u Migrantov
Zarplata v 25 Tysyach i Zhdet li Putina Arest?” [Debates Between
Chichvarkin and Milov Regarding Navalny’s Program: What
Contradictions it Has, Would Migrants Have a 25-Thousand Salary,
and Whether Putin Will be Arrested], Dozhd’, December 26, 2017/,
accessed August 19, 2018, https://tvrain.ru/teleshow/debaty/debaty_
chichvarkina_i_milova-453905/.

Source: http://podrobnosti.ua

imprisoned through fabricated or distorted
“economic” cases. While the undue harshness of

the outdated Criminal Code is hardly disputed by
anyone, there are divergent views on the need for
amnesty and the ability of the transitional government
to distinguish between framed persons and actual
criminal elements.

Other prominent and intensely-debated issues
raised by Milov are those of immigration and Russia’s
relations with its neighbors. While Alexey Navalny
supports introduction of visa regimes with Russia’s
neighbors to the South, the Yabloko and Parnas
parties oppose that proposal. Yabloko contends
that the available domestic workforce in Russia is
insufficient due to aging population and due to the
forecasted stagnation of productivity rate growth.
Milov rejects this assumption and counters with a
peculiar and even radical suggestion to abandon
the Eurasian Economic Union, “as it only generates
economic losses for Russia” and instead focus on
improving economic ties with China. «
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By Vladimir Milov

Russian Opposition
Reform Agenda

Source:
washingtontimes.com

he 2018 Russian Presidential elections have once CONSTITUTIONAL REFORMS

again raised the issue of viable alternatives to the
current authoritarian system. Is Russian democratic

opposition capable of generating relevant, attractive There is a broad consensus among Russian

and viable ideas on how to transform Russia into a opposition forces that Russia’s current Constitution
better place to live, a sustainable market economy, is a major obstacle to building a normal functioning
and a democracy at peace with its neighbors and the democracy. The key and widely cited problems with
rest of the world? Criticisms of the Russian democratic the Constitution are the following:

opposition as “lacking constructive agenda” are without
ground, and yet remain pervasive in the narratives
advanced by state propaganda outlets. Vladimir Putin
himself has reiterated this accusation during his annual
press conference on December 14th, 2017, stressing that
“opposition would need to first come up with positive
program” to qualify for real competition for power, let
alone power transfer. Since that conference, this claim
has been repeated on numerous occasions by Putin and
the officials of his government.

« The super-Presidential system of governance
envisaged by the Constitution. In accordance with
the current provisions, the President is an authority
which stands above all three branches of power
(executive, legislative, judicial), and his status is not
clearly defined — beyond the formulation of being
the “guarantor of Constitution” (which indeed puts
the President above all other branches of power
and contradicts the basic principle of equality of
branches of power established in Article 10 of the

There’s little doubt that Russian democratic opposition, Constitution) and wide powers set across all the
given its intellectual and professional potential, has a branches of power.

coherent vision and program for transforming Russia
from a dictatorial kleptocracy in international isolation

to a prosperous developed democratic state. Although
positions on specific policy areas may at times differ
between various opposition groups, there is a clear
common policy vector, both on constitutional and political
changes, as well as on the economic policy agenda.

« Lack of clarity on electability of key officials —
members of the upper chamber of the Parliament
(the Federation Council), governors of regions,
mayors of cities, heads of municipal districts. The
Constitution does not explicitly establish that all
these officials shall be elected by direct popular
vote. This omission has allowed Putin to effectively

10
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abolish direct elections of these officials gradually
since 2000, which has greatly contributed to

the establishment of an authoritarian system of
governance in Russia.

. Limited powers of Parliament. The super-
Presidential system sidelines Parliament on many
important issues. For instance, in the process of
appointment of Government, the Parliament only
has a say in the appointment of a Prime Minister.
Moreover, in the event that Parliament rejects the
President’s candidate for the Prime Minister post
three times in a row, it must be dissolved. The
Parliament does not have a say in appointing the
structure of Government, deputy Prime Ministers
and Ministers, appointing federal judges, or many
other important posts.

« Complete dependence of the judicial branch
of power on the executive branch. Chapter 7 of
the Constitution, which regulates the judiciary
system, explicitly puts the judicial branch in

the position of total dependence from the
President, including providing the President
with the prerogative to appoint almost all judges
unilaterally without parliamentary approval

(part 2 of Article 128 of the Constitution), lack of
guarantees for the independent financing of the
judicial system, etc.

- Absence of guarantees for independent local
self-governance. The Constitution’s Chapter 8 on
local self-governance is a joke, consisting of just
4 rather hollow and declarative articles (22 much
more detailed articles are dedicated to President
and Government, 15 to Parliament, 11 to judicial
branch). In a truly democratic Russia, much more
Constitutional guarantees shall be given to local
self-governance authorities.

« Given these circumstances, the broad
consensus among the Russian opposition forces
is that:

« The President’s status must be reduced and
clearly legally defined; the President shall not be a
supreme body above all branches of Government,
but rather an arbiter whose powers to interfere
should be limited and strictly regulated (some
opposition fractions even call for abolishing the
Presidential post and transforming Russia into a
Parliamentary republic, which is not a consensus
but rather an idea, but a notable one);

- Significant Presidential powers should be
transferred to the Parliament (approval of the
structure of Government, Ministers, judges,

etc.)— there’s a broad consensus about that, the
Presidential program of main opposition candidate
Alexey Navalny definitely includes these
provisions;

» Unequivocal provisions should be included
into the Constitution to guarantee direct
elections of members of the upper chamber

of the Parliament (the Federation Council),
governors of regions, mayors of cities, heads of
municipal districts — with no room for alternative
interpretation of that clause;

+ Reaffirming the independence of the judicial
branch (Article 7) and boosting the powers of local
self-governance (Article 8). Strengthening the
judiciary independence (Russia is currently ranked
90th in the world in its judicial independence

by the World Economic Forum Global
Competitiveness Index 2017-2018) is required to
boost investors’ confidence, protection of private
property and encouraging economic growth.

These key changes will significantly reduce the ability
of the President’s office and the executive branch to
centralize control over Russia’s political system and
ensure equal division of powers between various
branches of government and facilitate a free and
open debate on major issues of the society.

Other missing provisions are those limiting
government control over the media and
protecting opposition political forces (securing
non-discriminatory access to the media, electoral
procedures, freedom of assembly, etc.).

The Russian Constitution is articulated in such a
way that only the first two Chapters, which describe
basic human rights and freedoms (and to which
there are no major objections among the opposition,
as these basic provisions are solid yet violated by
Putin’s regime outright) require popular referendum
to be approved. Chapters which regulate the system
of power (Chapters 3-8) can be changed with a
Parliamentary supermajority, which means relatively
quickly, if a newly-elected President is willing to
transfer major powers to the population directly, as
well as to the parliamentary and judicial branches

of the Government. So, in the event of a change of
leadership in Russia, necessary adjustments of the
Constitution establishing a far more democratic and
pluralistic system can be made fairly quickly (which
should not in any way preclude development and
consideration of a new Constitution to be approved
by a public referendum at some point in the future
once democracy is restored).

1
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ECONOMIC REFORMS

Consensus on economic reforms is much narrower
than that on constitutional reforms. However, there
are several areas where various Russian democratic
opposition forces (Alexey Navalny’s Presidential
Program, as well as platforms of the Yabloko and
Parnas parties, Mikhail Khodorkovsky), and even the
non-opposition reform-leaning groups like that of an
ex-finance Minister Aleksei Kudrin are likely to find
common ground:

1. The need for a dramatic shift in state

policy priorities away from massive spending

on bureaucracy, military and security forces,
extravagant federal “investment projects” in favor
of resourcing human capital programs such as
health care and education;

2. The need to reduce regulatory burden
on small and medium businesses, promote
competition and reduce state interference in
economic affairs;

3. Overt preference for more competitive
decentralized markets over the current system
dominated by a handful of burdensome and
inefficient state-linked monopolies in key sectors
of the economy;

4. Allowing a greater economic autonomy to
regions and municipalities, in contrast to the
current economic and fiscal over-centralization;

5. Normalizing economic relations with the West,
lifting sanctions and improving commercial and
investment climates.

Although details differ, it would be safe to say that
various Russian opposition forces pursue similar goals
through their economic proposals, as well as through
their constitutional reform plans, —a shift away from
Putin’s overcentralized system toward a greater
autonomy of regions, municipalities, economic agents,
freer and decentralized markets. This shared policy
vector can help overcome divisions over smaller
issues. Extremely concentrated political power, wealth,
economic influence, and budget revenues create

a system in Russia where economic development

is unsustainable. It discourages individual initiative,
private investment and competition by increasing
costs and inefficiencies. This system also spawns
human rights abuses, corruption, aggressive foreign
policy behavior, while neglecting the needs of the
Russian people.

Vladimir Milov, Andrey Medushevsky, llya Zaslavskiy

Economic agendas of various Russian opposition
groups dedicate significant attention to the issue of
income inequality in Putin’s Russia. Since the time
Putin came to power, Russia’s income inequality

has grown significantly. According to Rosstat, the
income differentiation ratio (the difference between
the incomes of 10% richest and those of 10% poorest
Russians) has grown from 13 in 2000 to 16-17 in the
recent years; and the Gini coefficient — from 0,39

to 0,4. In 2000, Russia had no billionaires on the
Forbes’ list of the world’s richest people. Today, with
ten Forbes entries, Russia is among the top five
countries in the world by number of billionaires. This
is unprecedented among countries with similar size
of economies (nominal GDP of $1.2-1.5 billion) such as
Australia, Canada, South Korea or Spain, each having
only one or two citizens on the Forbes 100 Richest
People in the World list. At the same time, as reported
by Rosstat, about half of working Russians receive a
salary below $430 a month, and over 80% below the
$850 a month level.

Some argue that this situation is a natural result of
excessive monopolization of strategic economic
sectors by a handful of entities controlled by Putin’s
inner circle, and the accompanying corruption and
embezzlement of public funds. A sizable number

of the richest Russians have acquired their wealth
by monopolizing the state procurement process.
The annual Kings of State Procurement ranking put
out by Forbes and listing individuals with largest
state contract portfolios is traditionally dominated
by Arkadiy Rotenberg and Gennadiy Timchenko.
This issue has been investigated and publicized

by Alexey Navalny for years. Navalny believes that
transparency and demonopolization of state sectors
of the economy and state procurement are key to
decreasing inequality in Russia. Likewise, in 2016,
Mikhail Khodorkovsky’s Open Russia published a
comprehensive report arguing that de-monopolization
of strategic Russian industries is critical to alleviating
the horrific concentration of wealth and power in
Russia.

Opposition forces agree on the need for the
government to reduce its excessive spending on
bureaucracy, military and security forces, media
propaganda, and massive and often ineffective
state-financed investment projects, while at the same
time significantly increasing spending on health care
and education, which are severely underfinanced. In
Russia, public healthcare expenditures account for
less than 4% of GDP, whereas for most countries in
Western Europe and North America they fall within
the 7-10% range. Similar disparities exist in public
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education expenditures. No wonder Russia has
severe problems with the health of its population

and deteriorating access to education, with notable
reduction in the number of schools and medical
centers, and plummeting doctors and teachers
salaries even when compared to average income in
the country. Clearly, human capital is not a priority of
the heavily bureaucratized, corrupt Putin’s regime.

To address this failure, Alexey Navalny’s economic
program sets a goal of doubling the national spending
on health care and education to match benchmarks of
the developed world. Similar proposals have been put
forward by Mikhail Khodorkovsky, Alexey Kudrin, as
well as by the Yabloko and Parnas parties.

Another issue of broad consensus is the need to
support small and medium businesses, as opposed to
the current Russian state policy focused exclusively
on large monopolies. According to the Russian
statistics agency Rosstat, the share of SMEs in the
country’s GDP has rarely surpassed 20%, in stark
contrast to the levels of 50% and higher for most
OECD countries. Russia’s small businesses are

key to realizing economic growth, yet currently

are suppressed by onerous regulations and steep
market barriers erected by monopolies. Accordingly,
opposition proposals focus on lifting small business
taxes, removing regulatory barriers, simplifying
accounting and oversight procedures; all of which
have been promised by Putin’s government since
the early 2000s, yet the situation has been growing
worse with each year.

It is important to emphasize that none of the
opposition reform programs feature radical populist
measures such as property nationalization, trade
protectionism, introduction of market price regulation,
raising taxes for small and medium business owners,
increasing budget deficit, or financing real sector
through irresponsible monetary emission. This stands
in stark contrast to the proposals put forth by various
incumbent populist and dirigiste forces on the left and
on the right. It would be fair to say that democratic
opposition economic programs promulgate
responsible fiscal, monetary, and regulatory policies.
While these agendas do contain many measures of
social spending and responsible social policy that may
look “populist” from a standpoint of ultra-ideological
neoliberal economic policy script, they remain well
within the mainstream economic policy norms of

the developed Western countries. The opposition
plans are quite remarkably responsible and carefully
avoid truly radical populist measures. Alexey
Navalny’s proposals to drastically increase spending
on healthcare and education, for instance, are

carefully balanced with proposed spending cuts for
bureaucracy, security services, wasteful and corrupt
state-financed projects, and therefore do not increase
the budget deficit.

Another economic policy matter requiring urgent
attention is that of the Russian pension system.
Spending on the state pension program reached 9%
of GDP in 2016. At the same time, current levels of
pensions are insufficient for sustaining a decent living
standard for 40 million of Russian pensioners. Various
pension reform proposals floated by the government
in the past 20 years have failed. Moreover, financing
of the pension system is a heavy burden on the
Russian entrepreneurs. Pension fund’s revenue
comes from the payroll tax, which is one of the
highest in the world. According to the PwC’s Paying
Taxes report, Russia is one of the top ten countries
with the highest labor tax rates in the world. Excessive
payroll tax precludes salaries from growing and is a
major impediment for economic development.

This problem has been recognized by the Russian
government, who has discussed lowering payroll tax
rate from the current rate of 30% to 21-22%. However,
the government intends to resource this cut with a
VAT rate hike from the current rate of 18% to 22%,
which will be detrimental to economic development.
The burden on entrepreneurs to finance the pension
system is only expected to grow due to the population
that is aging. Government’s attempts to introduce
defined contribution plans during the past years have
failed. To solve this imbalance, the government has
proposed a significant increase of the retirement age.
Publicized immediately following the 2018 Presidential
election, this proposal has sparked mass protests and
led to a notable plunge in Putin’s approval ratings.

Russian opposition groups have identified another
potential source for financing Russia’s pension system
that would provide a tax relief for entrepreneurs, while
supporting a significant increase of pensions and
keeping the current retirement age unchanged for at
least a decade. This plan would create a rich, highly-
capitalized pension fund similar to that of Norway

by withholding income from oil and gas industries.
Currently, Russian state-owned companies pay
ludicrously low dividends to the state budget. Gazprom’s
gas export taxes, for example, are significantly lower
than those of the private oil industry. Gazprom’s tax to
revenue ratio is at about 27-28% now, as opposed to
the average of about 50% paid by oil companies. On the
other hand, Gazprom spends excessive sums financing
investment projects that enrich Putin’s cronies such as
Rotenberg and Timchenko. All of this takes place in the
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environment of excessive upstream production capacity
and excessive export pipeline capacity. Rescinding
requirements for such unnecessary investments should
enable Gazprom to pay more taxes to the state budget.
Meanwhile, Gazprom’s contribution to the state non-
budgetary social funds (primarily the pension fund, but
also the health insurance and social security funds,
which are all financed through the payroll tax) is only
2% of the total income of these funds; and Rosneft’s
contribution is only 1%; whereas the remaining 97% is
paid by the rest of the Russian entrepreneurs.

The opposition seeks to reverse this situation, while
at the same time reforming the Pension Fund and
ensuring that its capital becomes the property of
Russia’s pensioners (as opposed to the current
revenue-redistribution mechanism disenfranchising
pensioners), as well as significantly lowering the
payroll tax burden on Russian entrepreneurs.
These ideas have been circulating around for quite
a while, starting with Boris Nemtsov’s Solidarity
movement in 2009. Today, they figure prominently
in Alexey Navalny’s Presidential program, as well as
in the political program of the Parnas party. Putin’s
government, on the other hand, does not have a
coherent long-term vision on what to do with the
pension system.

An important component of democratic opposition’s
economic plan is its stance on the 1990s privatization.
Although many assets have been re-nationalized by the
Russian state since, the issue still stirs up bitter divisions
within the Russian political and economic debate,

as the lack of fairness with which the privatization

was executed is arguably one of the main factors
underpinning the deep income inequality in Russia.
Naturally, most of the opposition plans include some sort
of compensation tax levied on the owners of unfairly
privatized assets. Most active in this regard is the
Yabloko party, but similar compensation tax mechanism
is also envisaged by Alexey Navalny’s economic plan.
Both fractions cite the British “windfall tax” of the 1990s
levied on the beneficiaries of Margaret Thatcher’s
privatization as a reference. However, there is no strong
consensus on the issue and some pro-democracy
groups oppose all actions against owners of privatized
assets and consider private property as untouchable
regardless of the methods of privatization.

The details of the privatization windfall tax proposed
by Navalny are not defined. Any such measure would
have to be deliberated and passed by the Parliament.
However, a working roster has emerged identifying
the most problematic privatization transactions. On
that short list of about 15-20 large cases are the
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infamous loans-for-shares auctions and other opaque
transactions that took place without an open auction,
such as Alisher Usmanov’s 