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CHAPTER 8

From Each According to Its Abilities:
Competing Theoretical Approaches to
the Post-Soviet Energy Sector

Matthew Evangelista

Of the sources of Soviet conduct during the Cold War, the international economy
is rarely paid much attention, Indeed the “administrative-cornmandg” economy
that so characterized the Soviet system was established, among other reasons, de-
liberately to insulate the USSR from the vagaries of the international market,
Only in the 1970s did the Soviet Union increase its participation in the world
economy, mainly through the sale of raw materials, primarily energy products,
and the import of grain and machinery. Thus, the questions that interested politi-
cal scientists working on economic matters in other countries—the determinants
of free trade or protectionist trade policies, for example, or the impact of the
world economy on domestic political coalitions and cleavages—seemed irrele-
vant to the Soviet case.!

Even if this were true for the Soviet period——and there is reason to doubt that
such questions were entirely irrelevant-—one would expect that the international
economy would play an increasingly important role in the post-Soviet period, as
the former republics of the USSR open their borders to foreign trade and invest-
ment and move away from Soviet-style central planning and state ownership.
Under those circumstances we might also expect that theoretical approaches to
studying the relationship between the international economy and domestic poli-
tics in the rest of the world would become more useful for understanding the
sources of Russian conduct as well,

This chapter examines the Russian energy sector—the part of the economy
that has the greatest contact with the international economy. The Russian
Federation is the second-largest energy producer and the largest energy exporter
in the world. Tt exports about 40 percent of its total energy production, despite
that in its own domestic use it is one of the world’s most energy-intensive
economies. Energy products constituted 43 percent of all Russian exports to non-
Soviet areas in 1989. They continued to dominate Russian exports in the years
following the breakup of the USSR.2 '
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The first part of this chapter summarizes two contending approaches to under-
standing the impact of the international economy on domestic politics—econo-
mistic and institutionalist—and evaluates their applicability to the post-Soviet
case. The second part provides a brief discussion of the Soviet institutions that
structured economic life and sought to insulate the Soviet economy from the
world market; it considers the extent to which their legacy still affects energy pol-
icy in the former Soviet republics. The third part of the chapter examines the re-
gional politics of energy policy in the Soviet and post-Soviet periods. The fourth
section presents a case study of the coal industry from 1989 to 1994, a period
marked by unprecedented levels of worker activism and discontent that produced
cleavages along class, sectoral, and regional lines of the sort that theories of polit-
ical economy seek to explain.

The International Economy and Domestic Politics

Bringing theories of international and comparative political economy to bear on
the post-Soviet case is complicated by a number of factors. First, the economies
of Russia and the other former Soviet republics are still at the early stages of tran-
sition from state ownership and central planning and it is not clear how soon, if
ever, they will develop the market institutions and infrastructure that the theories
assume. Second, the questions that the theories seek to answer—their dependent
variables—differ among themselves and in their degree of applicability to the
post-Soviet cases. In the following sections I summarize the various theories and
the relationships they posit between the international economy and domestic pol-
itics and I suggest how one might use the theories to answer questions of interest
about the post-Soviet political economy.

Economistic Accounts

The theories I term “economistic” are based on neoclassical economics and share
the assumptions of that body of theory: that individuals possess a stable set of
preferences—a “utility function”—and that they behave “to maximize their util-
ity as rational actors who calculate the costs and benefits of every option.”’3
Analysts in this tradition tend to neglect the influence of institutions, either by
defining institutions as the product of individual and group interests or by putting
them far down on a list of more important influences on behavior.* The various
economistic accounts differ primarily in their unit of analysis—the level at which
they aggregate individual economic actors—and in the political phenomena they
seek to explain.

Factors of Production. The highest level of aggregation focuses on factors of
production and is represented most prominently by Ronald Rogowski’s study
Commerce and Coalitions.> Rogowski seeks to explain the formation of broad
political coalitions and cleavages in response to the expansion or contraction of
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international trade by drawing on the Stolper-Samuelson theorem. His explana-

tion makes predictions about the locus of conflict within society on the basis of

relative endowments of three factors: Iand, labor, and capital. An expansion of

trade benefits the owners of factors in relative abundance and hurts owners of
those in relative scarcity and vice versa. Thus, the relative endowment of factors

in a given country suggests the nature of the political alignments that will form

during periods of expanding or declining trade: urban-rural conflict, class conflict

(labor versus capital), or a Red-Green coalition (labor and agriculture against

capital).

Although Rogowski’s theory was developed to explain political alignments in
countries with open economies as responses to expanding or contracting trade in
the international economy as a whole, an autarkic economy opening up to the
world market should be expected to conform to the theory’s predictions as well.
As Rogowski and Frieden argue elsewhere, “even under Communist regimes
people became aware of, and responded to, export and import opportunities.”s A
few specific problems arise, however, in considering the post-Soviet case. First,
Rogowski considers the USSR during the interwar period and the depression to
have been rich in land and labor but poor in capital. However, he describes the
Soviet Union during the postwar expansion of trade as still rich in land, relatively
rich in capital, but poor in labor.” Relative factor endowments—especially labor
scarcity—in the Soviet case, however, owed more to policy and inefficiency.?

Furthermore, Rogowski’s assumptions about factor mobility—perfect mobility
of factors within national borders but immobility between countries-—may not be
met in the Russian case. Capital is transnationally mobile, but the fact that much
of domestic capital is invested in obsolete technology and plants makes the as-
sumption of its mobility dubious.? This is compounded by the possibility that the
traditional three-factor model may have become anachronistic, A more useful
threefold categorization might focus on factors such as skilled labor, unskilled
labor, and capital or labor, human capital, and physical capital.1 These categories
may well prove more appropriate for analyzing the post-Seviet cases. They are
consistent with the way most scholars and journalists in the former Soviet Union
write about the politics of economic policy.!!

If we do, however, accept Rogowski’s basic three-factor model and its theoret-
ical implications, we would expect to find conflict in the Russian energy sector
pitting labor (the relatively scarce factor) against capital and land (the relatively
abundant factors) as trade in energy products expands. In these economic models,
natural resources such as oil and coal fall under the definition of land. So the ex-
pansion of trade in energy products should lead, for example, to conflict between
oil workers and coal miners {labor), on the one hand, and the owners of oil fields
and collieries (land) and oil refineries and coal extraction equipment (capital), on
the other. The difficulty in identifying who these “owners™ in fact are in the post-
Soviet economic context does, however, render Rogowski’s approach problem-
atic.12
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Sectors, Classes, and Firms. Many analysts have sought to disa-ggregrate s0-
cioeconomic interests into categories that, they argue, would provide mlc;r; pre-
" cise explanatory and predictive power than the three-factor approach. elfﬁ'y
Frieden and others put most of their emphasis on sectors, whereas Helen Milner
firms.1* What they seek to explain varies,
fO?SZZS; secks to explain wyhy some sectors choose to lobl?y .the government for
favorable policies whereas others try to overthrow the cx1§tmg order. The k_cy
variable for Frieden is “asset specificity”——the degree to which owners o_f partic-
ular assets (including their own labor) are able to be put them to alterngtwe uses.
The cost of transforming the asset to make it available for another use is, accor(%—
ing to Frieden, what determines the propensity of owners of assets to 10?)by their
government: “Owners of assets in an industry will expgnd resources to influence
government policy toward their industry up to the point where 1t. would make
more sense for them to find another use for their resources.”!® Frieden expects
that most political cleavages will fall along sectoral lines. In cases wher'e the. de-
gree of asset specificity varies greatly between factors-f9r e_xample, if skilled
labor is tied to production of a particular product while capital is much more mo-
bile—one could expect class conflict within sectors instead. 3
Frieden's model has the potential to provide insights into the conditions under
which economic actors in Russia and elsewhere will expend resources to lobby or
oppose their government. As with Rogowski’s approach, }}owever, some of t{he
assumptions underlying Frieden’s work may be problemat.lc for the p(?§t-Sov1et
cases. His assumption that economic actors behave as self—mtlerestec-l utlhty max-
imizers may not be troublesome, even for the prereform Soviet Umqn. His defi-
nition of utility as income and his use of relative prices to characterize the eco-
nomic environment could, however, be misleading.!¢ The popular mot of the
Russian worker during the Soviet era—*“We pretend to work, and the){ pretend to
pay us”—raises some doubts about income maximization as a primary goal
under conditions where prices and wages did not reflect the actual Val'l.le of prod'-
ucts or labor and where shortages, forced savings, and “hidden” inflation made it
difficult to measure changes in workers’ standards of living or firms’ [?roﬁts.”
Presumably one could come up with ways to evaluate the pn'ce.of 1z}bor in terms
other than wages that would be more germane to the post-Soviet circumstances
(e.g., access to food and consumer goods at shops where one works). Th(? mea-
surement problems entailed in such an endeavor would, however, be daunting.
Helen Milner’s work focuses on a level of analysis below both the 'factor and
the sector: the firm. She seeks to explain states’ trade policies (protectlo;% versus
free trade) as a function of the degree to which their firms are integrated into the
international economy. Firms that produce mainly for export naturally favor fr.ee
trade. Firms that depend on inputs from abroad also prefer their country to 'm‘a:n-
tain low tariffs on those goods to keep their prices down. The more a firm is “in-
ternationalized”—linked in a multinational network of suppliers and cus-

tomers—the more it favors free trade. These generalizations should help to -
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understand the preferences of Russian and other former Soviet firms for govern-
ment trade policy, although the translation of firm preferences into government
policy in a period of political uncertainty may be difficult to understand.

Institutionalist Accounts

Institutionalist approaches to political economy are not, strictly speaking, com-
prehensive alternatives to economistic ones. Whereas econemistic accounts are
grounded in neoclassical economics, for example, institutionalists do not deliber-
ately seek to violate tenets of economic theory. Nor are institutionalist accounts
necessarily “nonrational.”'® On the question of rationality and the source of ac-
tors’ preferences, there is, hiowever, a divide within the school of thought charac-
terized as institutionalist. One recent review of the literature has distinguished
“rational-choice institutionalism” from “historical institutionalism.”19 As with
any dichotomy, this one is not entirely satisfactory, but it serves adequately to dis-
tinguish the different types of behavior that we could observe in the post-Soviet
cases, all of which would otherwise fall under a general category of institutional-
ist explanation.

According to Steinmo and Thelen, rational-choice theorists view institutions as
“features of a strategic context, imposing constraints on self-interested behavior”
of rational actors. Historical institutionalists, by contrast, “find strict rationality
assumptions overly confining.” Some assume “bounded rationality” instead; oth-
ers prefer to conceive of actors as rule-following “satisficers” (that is, as seeking
satisfactory rather than best outcomes) rather than utility maximizers. Perhaps
the key difference is that unlike rational-choice institutionalists, historical institu-
tionalists are wary of assuming the preferences of economic actors as given. In
their view, not only actors’ strategies and behavior but also their very goals are in-
fluenced by the institutional context.20 In some historical institutionalist ac-
counts, institutions serve as sources of internalized goals or norms, whereas for
rational-choice institutionalists they serve only as extemal constraints.2! As with
econormistic approaches, institutionalist approaches to political economy seek to
explain a range of phenomena, {rom a government’s adoption of new economic
ideas (such as Keynesianism or developmentalism) to the relative performance of
states faced with a common external economic shock (such as oil price increases)
or the constant pressure of international competition.2? For the purposes of this
chapter 1 evaluate the extent to which the institutional context helps to account
for the observed behavior of actors in the post-Soviet energy sector in ways that
noninstitational, economistic approaches fail to explain. I start out with consider-
ation of the obvious institutions associated with links between the international
economy and post-Soviet domestic politics but consider, in discussion of the em-
pirical material, some of the less apparent normative influences as wel].?3

The main insight from the institutional literature that we should expect to
apply to the post-Soviet cases is the notion of “path-dependent” change. As
David Stark explains, “Actors who seek to move in new directions find that their
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choices are constrained by the existing set of institutional resources. Institutions
limit the field of action, they preclude some directions, they constrain certain
courses. But institutions also favor the perception and selection of some strate-
»24 According to notions of path dependence, then, we might find

gies over others.
the behavior of post-Soviet actors o diverge from economistic expectations in

ways that reflect the constraints of the Soviet institutional legacy.

Institutions of Soviet and Post-Soviet Economic Policy

The Institutional Basis for “Socialism in One Country”

The two main institutions that sought to insulate the Soviet economy from the in-
ternational economic environment were the state monopoly on foreign trade and
the “administrative-command system” of central planning,?* The foreign trade
monopoly was deliberately designed to separate’ Soviet producers of exported
goods and consumers of imported goods from their foreign customers and suppli-
ers. Soviet enterprises were subordinate to the central planning organizations and
ministries and were constrained to follow directives from the center rather than
market signals from abroad.?¢ In the command economy prices were centrally de-
termined and used as accounting devices rather than as signals for allocation of
resources. Thus, the USSR was able to insulate its development process from
major international disturbances, such as the Great Depression. It certainly
helped that, as the world’s largest country and enormously rich in natural re-
sources, the USSR was in an especially favorable position to attempt a policy of
economic autarky, in pursuit of Stalin’s goal of “socialism in one country.”

Even when the USSR began to move away from autarky by expanding its in-
ternational trade after Stalin’s death, it was still able to blunt the effect of world
economic changes. Unlike the case for open, market economies, changes in the
international economy did not affect the Soviet economy directly through the
medium of prices. The central planning system was deliberately designed to
cushion and delay, if not nullify, the impact of world prices, and in many respects
it succeeded. The so-called price equalization sysiem kept domestic and foreign
prices separate by offsetting changes in the foreign currency price of exports or
imports through taxes and subsidies. Consequently, changes in external prices af-
fected the Soviet state budget but had “no impact on domestic prices, production
or constimption,” as a major international study recently concluded.”? Contrary to
its tole in market economies, the exchange rate in the USSR before 1987 was
used, like domestic prices, as an accounting unit and played no part in the alloca-
tion of resources.?8

Under the old system, prices played no role as signals for enterprises to alter
their production. If a particular enterprise produced a product for export whose
international price was increasing, the enterprise would see no change in its own
receipts. The additional profits would be transferred to the state budget.
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- As a consequence of the price equalization system, Soviet enterprises had no
incentive to export. Material incentives—in the form, for example, of worker
and management bonuses—were tied to plan fulfiliment, and standards for do-
mestic gqods were typically lower than those for exports. As Shmelev and
Popov Pf’mt out, “export deliveries were paid for in the same rubles and at the
same prices as deliveries for the domestic market, but they were far more both-
ersome than products earmarked for a local consumer who was not very de-
manding.”?? Thus, Soviet enterprises preferred to fulfill the plan in products for
the domestic market.30

Soviet economic institutions such as central planning and the foreign trade mo-
nopgly clearly shaped the economic incentives facing enterprises and workers
dealing with international markets. Soviet groups and individuals were further
con-strained by a key political institution—democratic centralism—according to
which the Communist Party leadership enforced discipline through the romen-
{claru?—a system of appointments at all levels of the economic and political admin-
istration.3! Thus, even if groups and individuals could clearly reéognize their in-
terests vis-i-vis the international economy, they could not always act upon them,

Institutions of the Post-Soviet Energy Sector

The fznd of the Soviet Union and the advent in Russia and the other former re-
Pubhcs of leaders who espouse pro-market economic policies have changed little
in the energy sector. Many of the Soviet-era institutions no longer exist, but their
legacy lives on in successor institutions and practices that influence the, behavior
of economic actors in much the same way.

In Russia? as elsewhere, the legacy of Soviet economic institutions remained
strong, despite the Yeltsin government’s avowed commitment to a market system
In many sectors of the economy the mechanism of central planning was replace&
by a system of “state orders” (goszakazy) that amounted to much the same thing
For more than a year after the demise of the USSR, the “free market” for coal f01:
example, was hardly in evidence. In a typical case, the Vorkuta coal conglome,ratc
(Vor.kuta Ugol’), which consisted of fifty enterprises, including a dozen mines
received goszakazy requiring each mine to provide 83 percent of its output to the:
g_ovemment. Only the remaining 17 percent could be sold through market mecha-
nisms, such as they were. Coal required to fulfill goszakazy had to be sold at arti-
ficially low prices that did not cover the mines’ costs. The difference was made
up b-y gove_rmnent subsidies.32 The same situation prevailed in the Donetsk coal-
mining region of Ukraine.33

Well ir.lto 1993, the Russian oil and gas sectors were still run as government
monopolies. When Russian and foreign press reports indicated in mid-May of
that year that the industry might be broken up and privatized to spur competition
and increase output, the minister of fue! and energy objected with the argument
that “there is no more efficient industry in Russia than the fuel and energy com-
plex.”?* He particularly opposed plans to divide up the industry on regional lines.
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'PI'ar.is; for privatization of Gazprom, the state natural gas mlonopoly, Wiref?]i;
nounced ouly in April 1993. The government pr.oposefl to retain 40 percf:.rcli ot :
shares. Half of the shares would go to workers in the 1n.dustry and to residents g
gas-producing regions. Only 10 percent would‘ be available to the general %u ;
lic.35 The first privatization in the Russian oil industry came only at the en Lo
1993, when 12 percent of the stocks of the giant Iuganskneftegaz Production

iation were sold at auction.? ‘
Aslsjﬁgcratic centralism ended when the Communist Party. lost its official mo;
nopoly on power during the last years of the Gorbachev p_erlod. Yet -n}embers 0
the old nomenklatura still maintain positions of economic and political power
throughout the former USSR. Alumni and representat1ve§ of thfa encrgy sector are
particularly prominent in the Russian government, starting with Viktor Chemoc—1
myrdin. Before his appointment as prime minister in.Deccmber 1992, he serve
as deputy prime minister responsible for energy policy, and before that he was
minister of the Soviet gas industry under Gorbachev. The new State Duma,
elected in December 1993, contains many leading industrialists_from the energy
sector, including Vladimir Medvedev, head of the Union of. Qil Proc}uc::;: and
leader of one of the largest parliamentary factions, “New Regional Policy. The
potential for collaboration between the Chernomyrdin government and Soviet-
era bureaucrats in the Duma dlarmed some reformists. Ella. Pamfilova, the ally of
Yegor Gaidar, who resigned as minister of social protection after the election,
criticized what she viewed as the dorninance of the cld energy sector nomen-
klatura in Russian politics. She claimed that the government was now In the
hands of people who sought only to “grab Russia’s petrodollars for them-
selves.”’38 .

Thus, much of the centralized, bureaucratic management of t1‘1e qulet era,
with its attendant inefficiencies and corruption, remains. An in_stituuonahst analy-
sis of the post-Soviet energy sector would expect the behav1‘0r of relevant eco-
pomiic actors to continue to be shaped by that institutional environment.

Institutional Constraints and Regional Politics

A striking feature of the old Soviet Union was the vast disparity of resource -
dowments—particularly in the energy sector—and Ievelf: (?f economic develop-
ment among the fifteen constituent republics.> Econqmstw -tl.leones would ex-
pect the disparity in energy endowments to yield tangible political consequences
during a period of expanding international trade in thc. 1970s and 1980s. For ex-
ample, those regjons that had the most to gain from direct access to world mar-
kets would, according to this logic, be the first to seek economic autonomy from
the central planning system. Institutionalist approaches, by. contrast, woul‘d stress
the power of Soviet institutional structures to distort the impact of the 1ntema—
tional environment, preventing actors from pursuing, and pethaps even recogmiz-
ing, their interests vis-&-vis the world economy.
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The central Soviet economic and political institutions succeeded in obscuring
the influence of the international economy on Soviet domestic actors and hinder-
ing efforts at reform. More important, however, as theories of path dependence
would predict, the central planning system in effect set the agenda and terms of
debate about economic reform by its inefficient management of the domestic
economy. The first item on the agenda of any reformer—including regional eco-
nomic authorities——was weakening the power of the central planners, reducing
hypercentralization and bureaucratic arbitrariness. In short, those whose interests
might have been affected by changes in the international economic environment
had first to fight against the institutions of the administrative-command economy

that prevented them from clearly perceiving their interests let alone acting upon
them.

Soviet Regional Politics and the Energy Sector

The energy sector is where we would most expect to see the influence of the in-
ternational economy on Soviet regional politics. Energy accounted for 57 percent
of Soviet exports to nonsocialist countries in 1985 (arms exports accounted for a
further 16 percent). Oil alone represented 44 percent.¢ The institutions of “so-
cialist federalism™ and the administrative-command economy constrained the
pursuit of local interests but did not eliminate all manifestations of them.
Nevertheless, it is difficult to argue that the behavior of regional actors in energy-
rich areas came in response to external economic trends (changes in the world
market prices for oil, for example) rather than as a function of the shortcomings
of Soviet economic and political institutions. On the contrary, as Bahry argues,
“energy, fuels, and natural resources were a major regional preoccupation long
before the energy crisis of the 1970s pushed them higher on the national govern-
ment’s agenda.”# Scholars have found evidence of competition between coal-
producing territories and gas- and oil-producing territories for priority in the allo-
caticn of central investment funds, but such competition would exist in a
centrally planned, shortage economy regardless of the international situation.42

The Soviet authorities deliberately sought to limit the domestic impact of inter-
nationalization in the energy sector by relying on manipulation of relative prices.
Whereas the world price for oil rose manyfoid in the 1970s, for example, the do-
mestic price remained almost constant for the Soviet oil-producing enterprises
from 1971 to 1982 (see Table 8.1).

Although the artificial domestic price stability probably reduced the potential
for regional conflict in the short to medium term, it had economic conseguences
that weakened the system in the long run. As Hewett, Gustafson, and others de-
scribe, attempts at insulation from foreign market pressures undermined impor-
tant regime goals in the energy sector and in the economy at large. Maintaining
constant domestic oil prices gave no incentives to enterprises to conserve energy,
for example, and eliminated the potential payoffs to oil exploration teams for
finding new oii.43
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TABLE £.1 'W;;‘)rld il Prices Versus Soviet Producer and Export Prices, 19711982
(in dollars per barrel)

Sovief Prices
Paid to Ol Producers® Export to West Export 10 CMEA World Prices®
1971 3.33 242 228 1.75
1972 3.63 242 273 1.90
1973 4.05 4.58 2.96 339
1974 396 11.23 3.29 11.29
1975 4.17 1145 6.40 11.02
1976 399 1231 6.68 11.77
1977 4.02 13.88 8.61 12.88
1978 4.38 13.41 11.15 1293
1979 4.56 2552 13.01 18.67
1980 4.62 3476 14.59 30.87
1981 4.17 35.81 17.20 34.50
1982 4.14 33.00 N.A. 33.63

NOTE: All prices are best approximations, intended only to demonstrate trends.
#The prices paid to Soviet energy producers (as opposed to the prices Soviet industrial firms had to
pay for oil} converted from rubles at the official exchange rate for the given year.

bMideast Light Crude.
SOURCES: Ed A. Hewett, Energy, Economics, and Foreign Policy in the Soviet Union (Washington,

D.C.: Brookings Institution, 1984), pp. 135, 153, 163; U.S. Central Intelligence Agency, “Economic
and Energy Indicators,” Report no. DI EEI 86-002, Washington, D.C., 17 January 1986.

From a political standpoint, the institutional constraints represented by the
price equalization system, government censorship, and other limitations on infor-
mation about world energy prices combined to prevent potentially affected
groups from pursuing their interests vis-a-vis the international economy in ways
that comparable groups in an open economy would do. Only when the institution
of the administrative-command economy came under attack did regional interests
even have the opportunity to express themselves in ways that economistic ap-
proaches would expect.

It is significant, however, that economic autonomy was not sought first by the
natural resource-rich regions of Siberia and Kazakhstan but by the Baltic re-
publics, which seemingly benefited the most in the energy field from their rela-
tionship with the center, namely, through receipt of subsidized energy.* Indeed,
as Table 8.2 indicates, there is little correlation between the timing of a given re-
public’s declaration of economic autonomy or independence and its relative en-
dowment of the former USSR’s main earner of hard currency—energy Iesources.
Thus, concern to limit the international economic opportunity costs of member-
ship in the “socialist federation™ does not seem to have been the driving force be-
hind the declarations of sovereignty.

It seems oply reasonable to conclude that there were other reasons behind the
various republics’ demands for sovereignty besides the desire to limit the eco-
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TABLE 8.2 Energy Export Shares and Timing of Sovereignty Declarations by the Soviet Republic

Oil and Gas as Percentage Timing of
of Republic’s Exports, 1988  Sovereignty*  Resource Rank  Sovereignty Rank

Armeni.a't 0.0 29 15 12
Azerbaijan 16.7 . 18 2 4
Belorussia 75 28 6 10
Estonia 03 3 ' 12 1
Georgia 1.7 i 20 8 5
Kazakhstan 9.7 31 4 4
Kirghizia® 04 33 11 }5
Latvia 0.1 16 13 3
Lithoania 8.2 14 5

Moldavia 0.0 27 14 ;
RSFSR 16.5 - 27 3 6
Tadzhikistan 0.7 29 10

Turkmenistan 28.5 29 1 Jll :15
Ukraine 1.6 28 9 9
Uzbekistan 6.1 27 7 7

NOTE: Spearman correlation coefficient = .04, p-value = .90,

. .

Tu.ne elapsed, in month§, bctwcf:n March 1988 and declaration of republican sovereignty or the

equn_fa]ent (f:.g.. in Georgia, constitutional amendments gave the republic legislative sovereignty and

:I;e Iil.ght to 1t: .r;a;urai resources; in Armenia, parliament passed a declaration of independence)
arliament failed to pass formal declaration of sovereignty after havi J

draft; declared independence instead. o ine spproved finst reading of

IE‘;OUI?CES: Misha V..Belkindas.and Matthew J. Sagers, “A Preliminary Analysis of Economic

A ;égt)log;gﬁc;ng Union Republics of the USSR: 1970-1988,” Soviet Geography 31 (November

: 3 Ann Sheehy, “Fact sheet on Declarations of S i >
Nt 1990, op 33 35 of Sovereignty,” Report on the USSR, 9

nomic opportunity costs of relative isolation from the world economy. The most
plausible explanations do, however, contain economic components. Roeder, for
exan_lple, seeks to explain the counterintuitive finding that the most “succes;ful”
ethr.uc groups in the USSR—in terms of level of education and occupation—ex-
pejnenced the earliest and most intense expressions of unrest and dissatisfaction
with the existing federal structure. He argues that the declining growth rates of
the 1970s and 1980s forced ethnic leaders to press Moscow harder for invest-
Elents and simultaneously brought questions of regional redistribution to the fore:
The_ cadres in the more developed union republics have been particularly quiclé
th raise the banners of autonomy and sovereignty in order to blunt the redistribu-
tive consequences of all-union policies.”5
In some cases the policies pursued by the independence-minded republics re-
ﬂect_ed efforts at international integration free of Moscow’s interference. The
Bal_tlc republics’ claims for control over their seaports are a case in point. More
telling, thongh, were the measures intended to isolate their economies fr011.1 those
of Fhe rest of the Union.# It is hard to argue that the policies of the republics in
trying to break away from Moscow were driven strictly by pursuit of economic
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utlhty Virtually all of them stood to lose. Half a year after the dissolution of the
USSR, a U.S. intelligence report described the situation as follows:

“The non-Russian states are likely to suffer more damage than Russia frorfa thc' dis-
ruption of trade among the former republics. All have smaller, less dwersified
economies—some with particularly narrow specialties—and almost all are consider-
ably more dependent on trade, often in energy and food. Moreover, all .but
Azerbaijan and Turkmenistan will lose from the move toward worlc_l market Pnces
because their export earnings will not rise nearly enough to cover the increases in the

import bills.#?

For some republics—most notably Latvia, Lithuania, and Estonia—it is d()l.lbtfl:ll
that the goal of full independence was decided after careful benefit-cost analygxs
of the other alternatives. For most republics, the disintegration of the Soviet
Union, and consequent independence, were the inadvertent results of their at-
tempts to reform institutions (primarily the administrative-command economy)
that were highly resistant to reform.*®

Energy in Post-Soviet Economic and Foreign Policy

With the breakdown of most of the institutions of Soviet economic integration,
economistic theories of political economy would anticipate an incre-asifxg te_n—
dency toward behavior driven by market forces and world priceg Inshtyﬂonahst
approaches would expect the legacy of Soviet integration to continue to mﬂuer.xce
behavior. The reality is more complicated than either theory would predict.
Economic goals have come into conflict with broader foreign policy goals (not to
mention domestic political imperatives) and, in considerable measure, have be-
come subordinated to them. Wars and ethnic conflict have disrupted energy pro-
duction, supplies, and trade relations in ways that would confound any theory,
particularly those that incorporate only economic considerations. .

Even after the breakup of the USSR, the former republics have faﬂefi to pursue
policies consistent with simple economic rationality, as economisnc‘theor]es
might anticipate.*® The same states whose resource endowments (as depllctefl, for
example, in Table 8.2) could afford them a considerable measure of indépen-
dence from Russia—Kazakhstan and Turkmenistan, for example—have been
most favorably disposed toward economic integration within the framework _of
the Commonwealth of Independent States. By contrast, some of the states with
the most to lose—the Baltic republics, Ukraine, and Georgia, for example—have
resisted integration. ‘

In one respect, the disintegration of the USSR should have favored “marketiza-
tion” as the centrally planned system of interrepublic trade broke down. We
might have expected an attenuation of the institutional arrangements that w?uld
create a market environment and favor noninstitutional, economistic explanations
for behavior. Such an outcome is still possible, but for now the old structur_es
have been replaced by a mixed market/barter system of interrepublic trade, with
Russia playing a dominant role in negotiating prices.*
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Generally the energy-exporting republics, led by Russia, have sought to im-
pose world prices on their ex-Soviet trading partners.5! That attempt has created a
crisis of nonpayment, a buildup of arrears, a series of mutual recriminations, and
Russian threats to cut off energy. Probably not by coincidence most of the con-
flicts have come between Russia and the republics with which it has other serious
disputes—for example, with Ukraine over its nuclear arsenal, the Black Fleet,
and Crimea, and with the Baltic republics over their treatment of Russian-speak-
ing citizens and units of the Russian military remaining on their territory.2 It is
hard not to suspect that Russia is using energy resources as an instrument of
broader foreign policy goals.5? The government managed to use Belarus’s desper-
ate energy situation to persuade it to join with Russia in a monetary union—a
step back toward Soviet-era integration that many Russian politicians favor,5*
Sometimes in the absence of other causes for dispute, energy policy has strained
relations, as with Russia’s otherwise reliable ally, Kazakhstan.55

Struggles over energy resources, especially oil, have contributed to conflict in
various regions of the former USSR, particularly in the dispute between Armenia
and Azerbaijan.5 Qil is also a factor in many regional disputes within Russia and
could contribute to instability and possibly disintegration of the federation.5?

As a guide to future developments in regional policy related to the Energy sec-
tor, the economistic and institutionalist approaches to political economy shed
light on some of the relevant actors’ motives and some of the constraints on their
behavior. But in the post-Soviet period, questions of energy policy have become
so enmeshed in broader issues of foreign policy, ethnic conflict, and war that even
the best theories of political economy will fall short. A more modest and appro-
priate goal would be to use the theories to examine a particular sector of the en-
ergy industry and the behavior of economic actors within that sector.
Accordingly, the following section looks at the coal industry. Although we cannot
expect to study that sector in isolation from all noneconomic events—the dra-
matic transformation of the Soviet Union left nobody unaffected-—we can pro-
vide a more reasonable testing ground for the competing theories.

The Coal Industry: Path Dependence and Ideology

The coal industry in the former Soviet Union provides a useful case study for ex-
ploring the relative merits of economistic versus institutionalist approaches. In its
position vis-a-vis the international economy, coal mining resembles the oil indus-
try: During the 1970s, prices for coal increased on world markets while remain-
ing stagnant on domestic ones (see Table 8.3).

Although demand for coal from the former USSR is not as high on interna-
tional markets as for oil, coal as a “substitutive good” should be affected by
changes in the world energy market, even if they are driven mainly by supply and
demand for oil. Prices for coal should track those of vil and gas. In the countries
of the former USSR, coal still accounts for 24 percent of energy production.
More than a quarter of all the coal produced is consumed by iron and steel pro-
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TARBIES3 Sovietand U.S. Coal Prices, 1970-1989 (in dollars per metric ton)

Soviet Prices® U.S. Prices®
1970 13.24 6.90
1971 13.24 1.79
1972 14.43 8.44
1973 16.11 9.40
1974 15.75 17.36
1975 16,58 21.19
1976 15.87 21.41
1977 15.99 21.84
1978 17.42 24.00
1979 18.13 26.06
1980 16.05 27.02
1981 14.29 28.97
1982 13.50 29.91
1983 18.64 28.49
1984 16.95 28.11
1985 17.02 27.66
1986 26.34 26.12
1987 22.34 25.35
1988 2340 2{1.24
1989 22.25 23.99

NOTE: All prices are best approximations, intended only to demonsirate trends.

*Steam coal.

bBituminous coal and lignite; free on board, mines.

SOURCES: Organization for Economic Cooperation and Development and Internaticnal Energy
Agency, “Russian Energy Prices and Taxes,” 11 lune 1992; Energy Information Administration, Coal
Data: A Reference (Washington, D.C.: U.8. Government Printing Office, 1993).

ducers alone. Moreover, there is an extensive interrepublic trade in coal.>® In
these respects, then, the coal industry should serve as a good test of theories of
political economy. :

The case of the Soviet coal miners offers an opportunity to illustrate in some
detail the interplay between the external economic environment and internal in-
stitutional legacies. The case provides evidence of sectoral, regional, and class
conflict, some of which conforms to expectations of the economistic approach to
political economy. Other evidence suggests the importance of path dependence
and institutional legacies as well as normative and ideological influences that go
beyond the standard institutionalist accounts but are favored by some historical
institutionalists. '

The coal industry in the former Soviet Union came to national and interna-
tional attention thanks to an unprecedented level of strike activity by coal miners.
The first wave occurred in July 1989 when over 400,000 miners carried out the
Jargest strikes in Soviet history.60 The miners struck again in spring 1991 when it
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became clear that the Soviet state was incapable of fulfilling the agreement that
ended the earlier strikes. At this point, the miners contributed to the disintegration
of the USSR by successfully agitating for the republics to take control of the
mines and for demanding the resignation of Gorbachev, his cabinet, and the
USSR Supreme Soviet. In Russia, following the breakup of the Soviet Union, the
situation in the mining regions remained tense, as the miners’ economic situation
became increasingly desperate, despite (or because of) halfhearted attempts by
the government to implement reforms. Throughout 1993, warning strikes and
threats of mass strikes were frequent. Regional strikes occurred in late 1993 and
early 1994; an industrywide strike on 1 March 1994 involved some 75 to 80 per-
cent of the miners.5! .

We can test the utility of economistic and institutionalist explanations for the
miners’ behavior by organizing our discussion according to the three main peri-
ods of strike activity—summer 1989, spring 1991, and 1993-1994—and trying
to account for peculiarities and anomalies within and between them.

The First Wave: Summer 1989

The main questions of interest here are Why did the coal miners strike? What ac-
counts for regional differences in the miners’ demands? What determined the pat-
tern of coalitions and cleavages that emerged con sectoral, regional, or class lines?

Regional Differences. Regional variation makes the coal industry of particular
theoretical interest.62 Three of the major coal-producing areas—the Kuznetsk
basin (Kuzbass) in western Siberia, the Donetsk Basin (Donbass) in eastern
Ukraine, and Karaganda in Kazakhstan-—accounted for more than half of total
Soviet coal production.s* They differ in séveral respects. The Kuzbass has gener-
ally high-quality coal in relatively accessible deposits. Worker productivity was
high by Soviet standards, owing in part to substantial bonuses for working in
Siberia. The Kuzbass miners initially seemed confident that their mines could be
run profitably. They demanded self-management of their mines and within a year
of the strike had succeeded in signing export contracts with Japan.® The Donbass
miners were more pessimistic—with good reason. Their mines are “old and near
exhaustion, marked by deep shafts (in excess of one kilometer), high tempera-
tures, narrow seams (less than one meter on average), high accident rates, and
low pay.”5 The profitability of the Karaganda mines was also open to question.
Moreover, the quality of its coal—its caloric content—-is too low for world mar-
ket standards.®6 A fourth area—the Vorkuta and Inta mines of the Pechora
Basin—is unusual in several respects. Located north of the Arctic Circle in the
Komi Autonomous Republic {part of Russia), Vorkuta’s climate is harsh and
work conditions are severe. As a former “island” in the Gulag archipelago of
prison work camps, it has long borne the heavy institutional legacy of
Stalinism.67
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The eboﬁomic policies promoted by the strike commiittees in the four regions
appeared to correspond to their situations, with the Kuzbass workers most enthu-
siastic about economic antonomy and regional self-management, the Donbass
and Karaganda regional committees less willing to risk loss of.central govern-
ment subsidies, and the Vorkuta workers exhibiting the most militant and hostile
attitudes toward Moscow and its local representatives.

Against the System. Perhaps most revealing, though, is that all of t'he miners ex-
pressed the same criticismns and frustrations about the hypercentTahzed planmng
system and the inefficiencies and irrationalities it introduced into their. work.
Thus, in all cases demands for regional economic autonomy and control over
local resources scemed overshadowed by, or at least conflated with, demands for
less interference from the planners of the Party bureaucracy or apparat. At least at
first, the miners secmed less concerned about earning world market prices for
their coal than about making their work situation tolerable by doing away with
the absurdities of Soviet central planning. A 1989 survey of striking Donbass
miners, for example, revealed that their main grievance—ahead of low wages,
high prices, and poor working conditions——was the shortage of basic goods, par-
ticularly soap.5® -

As theories of path dependence would suggest, the miners’ actions were con-
strained by the existing institutional structures. In the hypercentralized Soviet
system the only way to get their demands met was to appeal to the “Center”-—to
the Coal Ministry and to the Soviet government in Moscow. Mine managers and
local authorities were usually able to deflect pressure from themselves to
Moscow and even to incorporate their own concerns into the miners’ list of griev-
ances.%

Many activists believed that dramatic measures were necessary to l?reak the
power of the central apparatus. An adviser to the Kuzbass strike commitice sug-
gested, for example, that although many manifestations of regional separatism
were extreme, they were necessary for transforming the hypercentralized eco-
nomic system into something more efficient: “We are compelled to seek to split
off in order fo break that rigid centralization, to break with that stupid phenome-
non existing in our country. And only after we have broken that rigid centraliza-
tion, when we have local budgets, local financing—only if local governments
have their own funds—will they possess real power, because money is power.”0

Not only were the perceptions and behavior of the miners conditioned by 'the
existing institutional structures, but—again, as the notion of path dependence im-
plies—so were the outcomes. Only in the Soviet system, characterized by what
Crowley describes as the “mutual dependence” between the Soviet worker, the
enterprise, and the ministry,”’ could one find such a peculiar and internally con-
tradictory document as the agreement that ended the miners’ strike in the
Donbass in July 1989. The first item of agreement was “to grant complete eco-
nomic and legal independence to mines, enterprises, and organizations of the
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coal-mining industry in Donbass.” The remaining forty-six items were appeals to
the Ministry of Coal for such specific measures as permission to declare Sunday
a common day off in the mines, wage and pension increases, full payment for the '
time needed to travel from the mine shaft entrance to the coal face and back, and
agreement “to establish a supply quota for toilet soap for workers in the Donbass
coal-mining industry at 800 grams a month, starting from August 1989.”72

Up until the end of Gorbachev’s experiment in perestroika, the uneasy relation-
ship persisted between the miners’ demands for more economic autonomy and
the institutional legacy of the centralized system that was responsible for provid-
ing for everyone’s needs. It is aptly illustrated by a couple of anecdotes. In
December 1989, the radical miners of Vorkuta in Siberia ended the Tongest strike
in recent Soviet history (thirty-eight days) after a promise from the minister of
the coal industry guaranteeing complete economic independence for the
Vorgashorskaia mine. The next day, as if in reward for ending the strike, 120
Panasonic television sets arrived in the nearby town of Sykyvkar—causing a riot
that the police broke up with tear gas.” Following the successful wave of strikes
during 1989, many workers’ committees sought to pursue their economic and po-
litical goals through participating in the electoral campaigns for local and repub-
lic Soviets in early 1990. Political mobilization reached its height in February in
Donetsk, where a nonstop, seven-day meeting was held in the main square.
Ironically, the citizens had originally assembled there in response to a rumor that
a shipment of imported shoes had arrived—they wanted to find out where it had
gone.74

Sectoral and Regional Conflict and Collaboration. During the strikes of 1989,
many of the miners recognized the potential for sectoral conflict and deliberately
sought to foster good relations with workers from other branches of the economy.
At the same time, they accused the central authorities of pursuing a strategy of di-
vide and conquer by portraying the miners as selfishly seeking advantages over
other soctoeconomic groups, telling “everybody that we were demanding specific
consumer goods of which there are shortages.”?3

A natural reaction to conflict with the Party apparat and the central authorities
was to pursue solidarity with other workers on a regional basis. Thus, in the
Kuzbass the Regional Council of Workers' Committees that emerged from the
July 1989 strikes eventually came to include not only miners “but chemical in-
dustry workers, railwaymen, stcel workers, power generation workers, agricul-
tural workers-—-the whole economy.”’6 A similar situation developed in the
Donbass: “The workers of other branches of the economy did not support us [at
first], neither did the rest of the country. But after a while the coke-chemical
waorkers, the steel workers, realized that the miners had, after all, taken the right
path. So they decided to join with us and present a united front.*?” In Kazakhstan,
the miners pursued creation of a broad front encompassing “all progressive orga-
nizations, from the greens, the ecology movement at one end, to the Communist
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Party on the other.””® The miners of Kazakhstan had close links to the region’s
large grass-roots antinuclear movement and threatened a general strike if the gov-
ernment did not abide by its demands to close the nuclear test site at Semi-
palatinsk.™ )

Sometimes cooperating with other sectors required the miners to sacrifice
some of their own objectives. In October 1989, the miners of Vorkuta planned a
major work stoppage to protest the government’s recent limitations on workers’
right to strike. They came under pressure, however, from steelworkers at a nearby
combine who argued that its furnaces would be damaged if coal supplies were
not resumed.8® Perhaps more important, the workers would have lost their
bonuses if they failed to produce their quota of steel. In any case, the coal miners
compromised and limited their action to a two-hour stoppage.

Despite the efforts at intersectoral solidarity, some of the interests of workers
in related sectors were clearly at odds and probably irreconcilable under the
Soviet system. Higher wholesale prices for energy products would benefit work-
ers in the coal and oil industries, for example, but would hurt workers in energy-
intensive industries because profitability would decline under the new system of
cost accounting (khozraschet) and workers’ wages would suffer. In early 1990,
threats of strikes from workers in steel mills and pulp plants forced the Soviet
government {o retreat after it had proposed to increase fuel costs to enterprises as
part of a supposed move to a market economy. At the same time, oil and mine
workers were demanding higher prices for their commodities.8!

In some instances, competition with other sectors mitigated class conflict
within the mining communities. Sometimes the new independent miners’ unions
cooperated with their supposed nemesis, the Ministry of the Coal Industry, as
when they allowed the ministry to finance the second Congress of Miners in au-
tumn 1990.82 Cooperation with local officials was not uncommon gither, In one
town in the Kuzbass, the chief of the regional police provided the striking miners
with daily reports (“as you instructed”) on the situation in town.83 In another
town, a delegation from the strike committee went to inspect the apartments of
local officials and found, to their surprise, that “the contents of their refrigerators
were the same as everyone else’s.”8 Such occurrences undoubtedly made it eas-
ier for the miners to downplay class conflict in favor of regional solidarity.

One should not, however, understate the degree of worker-management con-
flict in the mining industry. In some particular areas it was quite intense, even be-
fore the strike wave of 1989. The Vorkuta workers in the far north were particu-
larly noted for their hostility to local officials and management—very likely the
legacy of the region’s history as a prison labor camp.83

The Second Wave: Spring 1991

The strike wave of spring 1991 was precipitated by immediate economic con-
cerns—namely, the Soviet government’s failure to abide by the terms of
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Resolution 608, the agreement that ended the strike of 1989. But the strike soon
became politicized, with the miners demanding the transfer of coal and other in-
dustries to republican control; the resignation of Gorbachev and his cabinet; and
the dissolution of the USSR Supreme Soviet and Congress of People’s
Deputies.3 Why did the miners’ grievances shift from bread-and-butter issues fo
political demands for regional autonomy and a market economy? Why did some
mines choose not to strike at all?

Who’s the Boss? The strikes of 1989 gave rise to an independent coal miners’
movement and new leaders who saw their role as representatives of a work force
in an essentially adversarial relationship with its employer—something very dif-
ferent from the traditional role of Soviet trade unions.®” But in the Soviet case,
the employer was not simply the management of the factory or iine, as one ac-
tivist argued in a speech to his comrades: “Go ahead, conclude a contract. But re-
member one thing—where is the money you need? You can remove the director,
but you won't find the money. . . . I see a different answer: The contract should be
with the owner, and we have only one owner—the state.”88 The implications of
that reality became clearer in the period between 1989 and 1991. As a leader of
the Independent Miners” Union described:

For many years we were told that we, the workers and peasants, were the masters of
our country, and that property in the USSR belongs to the entire people. However, in
1990 the USSR Supreme Soviet adopted the Law on Property, and it turned out that
it no longer belongs to the people: {the majority of it] belongs to the state. ...
Therefore, this law confirmed that a certain oppesition exists in our country between
the state . . . and hired labor. This opposition is part of an objective reality, and that is
why frade unions should reckon with it. '

Thus the miners concluded that “the main task of our trade union is to oppose the
employer, that is the state.’s®

The opposition of workers to the state scems consistent with Rogowski’s ex-
pectation that in Russia—a relatively labor-poor, but capital- and land-abundant
economy—contlict should pit the workers against capital and land. In the early
1990s, the state was still the main provider of capital and the main owner of land
and natural resources. In Rogowski’s theory, the expansion of international trade
in energy products should put pressure on workers and drive their wages down
while providing benefits to the owners of capital and land—in this case, the
state.?0 The situation appears compatible with Frieden's focus on asset specificity
as well. Many mines are located in isolated villages that function, in effect, as
“company towns.” The miners, by their skills, are very much tied to their profes-
sion (consequently their demands to the government usually include appeals for
job retraining). The state-as-capitalist, by contrast, has considerable flexibility in
deciding where to invest its resources—in this case, subsidies from the state bud-
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get. Frieden would under these circumstances predict more class conflict, be-
tween the miners and the state, than sectoral conflict between the coal industry

and other industries.
The first realization for the miners then was that the main conflict was between

them and the state. The next realization was that the Soviet state, unlike conven-
tional employers, was unable, or unwilling, to carry out agreements to which it
had committed itself. As a leader of the Kuzbass miners put it, “When the strike
commenced, the miners’ demands were limited to economic concerns—the dou-
bling of wages. But then we realized that this government is not capable of ful-
. filling this demand. We then made the realization that under this government,
under this system, none of our economic demands can be fulfilled.”!
Consequently the miners decided, in effect, to fire their boss—the Soviet govern-
ment—and seek a new owner and negotiating partner in the republican govern-
ments.

Republican Jeaders, most notably Russia’s Boris Yeltsin, recognized the bene-
fits to their personal political fortunes of securing the backing of the miners. The
strikes ended when Gorbachev, Yeltsin, and eight other republic leaders signed
the so-called Nine Plus One Agreement, which transferred jurisdiction over the
mines to the republics.52

What's a Market? The failure of the Soviet government to fulfifl the miners’ de-
mands, combined with a keen understanding on the miners’ part of the adverse
consequences of Soviet overcentralization, goes far in explaining the miners’
quest for regional autonomy. But why did they agitate for transition to a market
economy? An economistic approach, such as Frieden’s, that focuses on the im-
pact of relative price changes on economic actors’ behavior would call attention
to the discrepancy between world market and internal producers’ prices for coal.
The miners’ action, in this explanation, would be a straightforward effort to elim-
inate the opportunity costs of selling coal on the domestic market to capture the
additional revenues from the world market price. Although some evidence sug-
gests that internal and world prices for coal had already come into alignment by
the late 1980s (see Table 8.3), many miners still perceived that they were not re-
ceiving the prices that coal commanded on world markets. 5

Other analysts have suggested that the miners pursued a rather narrow notion
of economic self-interest—one that could not abide a market economy—but that
they were essentially duped by neoliberal politicians into supporting the capital-
ist project.?* This account, however, underestimates the extent to which the min-
ers genuinely advocated what they considered a “market” system.

The key to resolving this puzzle lies in figuring out what the miners under-
stood by “market.”® They essentially appear to have meant a mechanism that
would ensure them a more equitable, just wage than what they received through
the administrative-command system. Frieden’s insight is right that the miners
noted a discrepancy between the value of their product and its price in the Soviet
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economy. But in their view, the product they sold was labor, not coal. Both ab-
solutely and relatively speaking, they thought the price was too low. A Kuzbass
miner, explaining his union’s goals in advocating a new strike in 1991, said:
“Now we sell ourselves for 10 percent of what we earn and live like slaves.”
After concluding an agreement on wages and on monthly wage indexation, “then
we will sell our labor power every month” for a fair price.% Miners at both the
rank-and-file and leadership levels were quick to compare their wages to those of
U.S. miners, in the same terms. A key negotiator for the miners pointed out in an
interview, for example, that “if a worker in the USA gets 70 percent of his labor’s
worth or even more, in the USSR we get only 5-10 percent.”” A miner from
Rostov argued, along the same lines: “For every dollar you earn you get 60-75
cents, while we get only 13 kopeks from every ruble. And from that 13 kopeks
they still take out taxes. With the remaining 87 kopeks, ‘they’ buy whatever they
want.”9%

Soviet miners clearly felt that they were being exploited by “the system,” that
unproductive bureaucrats and officials were siphoning off money that rightfully
belonged to them, and that a shift to “the market” would end the exploitation and
bring about social justice. As one miner colorfully explained to Steve Crowley:

For what is all this wealth lumped together from above, and then handed out, to who-
ever needs it? Like some great uncle sitting on a sack: to you Vanya, I'll give you
this, but to you Fedya, nothing. This is no market. A market is this: I earn my own, I
buy my own, having sold my labor power. But we don’t have this. Here they say to
you, Vanya, you'll receive this much. Receive, and not earn. There’s a big difference
in this—each should get according to his labor.5¢

It may be apparent by now that what the miners describe as a market is
founded on Marx s tabor theory of value. The slogan “From each according to his
ability, to each according to his labor” does not depict modern capitalism. It was
Lenin’s definition of socialism.

So those who argue that the miners did not genuinely support the neoliberal
project of market reform are probably right. But they did support their own notion
of reform, to which they gave the name “market.” This terminological confusion
would appear to be an important part of the explanation for how the coalition of
militant workers and free-market reformers who helped break apart the Soviet
Union found common cause. The explanation is not captured at all by economistic
approaches to political economy. Institutionalist approaches work only if we as-
sume that the ideological and normative influences that shaped the miners’ con-
ception of social justice were the product of Soviet institutions—a plausible, but
not necessary, assumption.'® Unions in the United States and elsewhere often ne-
gotiate with reference to how much their company eamed in a given period and
whether the workers were receiving a “fair share” of the profits—a similar notion
of social justice as the one espoused by Russian coal miners.101
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Why Some Mines Did Not Strike. The economistic accounts, despite their fail-
ure to explain key aspects of the miners’ behavior, are stil! of some use. They di-
rect us to the underlying economic forces that often motivate actors in the ab-
sence of strong institutions. In this case an economistic approach might explain
why some mines failed to join the strike wave in 1991. In his important study,
Crowley compares enterprises in the steel industry to coal mines to understand
why the latter struck while the former for the most part did not. He also compared
mines that struck to those that did not. In his analysis, mines and firms that re-
mained open “all shared a common characteristic: the enterprises were all linked
to a trading partaer in such a way that a strike would cut off the provision of vital
goods or services to the work force.” 2 So economic self-interest underlay work-
ers’ decisions about whether to strike. But only certain enterprises afforded their
workers the opportunity to improve their welfare by staying on the job. They
were the ones that had, in effect, evaded the institutional constraints of the hierar-
chically organized Soviet econemy in favor of regional, horizontal links with
other enterprises; these ranged from local collective farms to joint ventures with
foreign trading partners.!®® The logic of this explanation resembles somewhat
Milner’s argument that firms that benefit from a network of international suppli-
ers and customers do not seek protectionist trade policies. 1% '

The Third Wave: 1993-1994

The third wave of strike activity, threatened throughout 1993, erupted in the late
auturnn and continued into the following year. It saw a curious reversal of many
of the miners’ previous demands. Instead of economic autonomy and increases to
world market prices for their coal, the miners came to demand more subsidies
from the central government and, on the surface at least, the return to a more pa-
ternalistic relationship with the state.

Throughout 1993 pressure had been building in the mining communities in
Russia based 6n a straightforward economic grievance: The miners were not
being paid. Already in 1992 shortages of cash had prevented some miners in
Vorkuta from sending their children to summer camps in the south.195 In

February 1993, some mines in the Kuzbass reported that they had received no -

wage allocations since November 1992.106 A year later the Vorkuta Ugol’ associ-
ation reported that none of its mines had received money for wages since the pre-
vious August. Some Vorkuta miners went on a two-week hunger strike to con-
vince the Russian government to come up with the funds.19? By all appearances
the government was delaying the wage payments as a chea» way to contain the
budget deficit. With high rates of inflation, the miners’ mo. ey lost much of its
value over a several-month delay.

The miners threatened to strike and issued demands includi 'g regular payment
of wages, wage indexation, and in some cases privatization > the coal indus-
try.19%8 During the period preceding Yeltsin’s April 1993 refe -endum, the coal
miners of Kuzbass and Vorkuta announced an impending stri<e but agreed to
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postpone it until after the vote. Yeltsin responded by making a play for their sup-
port—by lowering the taxes on coal exports and implying that there would be fu-
ture wage increases.109

In July the Russian government raised coal prices—something that would ap-
pear to have been in the miners’ interests and was included among their demands
during previous strikes. The government simultaneously sought to eliminate state
subsidies and get plans under way to close the least productive mines.!10 At the
same time it continued its practice of delaying wages. The miners protested the
increase in coal prices and the threatened mine closures by engaging in warning
strikes. 11t Mine builders in Vorkuta went on strike in February 1994 and a mass
strike, in which 75 to 80 percent of the miners participated, took place on 1
March.112

Explaining the high level of strike activity under conditions of chronic non-
payment of wages poses little problem. Strikes were endemic in the Russian
economy during 1993-1994 in many industries besides mining: teachers, radio
and television workers, ambulance drivers, lumber workers, nuclear re-
searchers.!13 What at first glance seems more puzzling is why the coal miners re-
versed their position on coal prices—opposing the government decision to free -
them—and sought a return to state subsidies. At a general level the finding that
the government wanted to free coal prices while the miners wanted to maintain
subsidies is consistent with Rogowski’s expectation. In his terminology, the state,
as the owner of abundant factors, land and capital, would prefer free trade, there-
fore allowing prices to reach their world market levels. The miners, as the owners
of the scarce factor, labor, would demand protection in the form of subsidies.

But how does the miners’ demand for subsidies square with proposals issued
by some mines for full privatization?!!4 Understanding the miners’ behavior re-
quires taking into account their conceptions of privatization, relations between
the state and the mines, and the impact of Soviet-era price distortions on the wel-
fare of the Russian mining communities. To take the Tast point first: The miners
came to see price increases in the energy sector as ultimately damaging to their
interests. The higher prices caused inflation throughout the economy and specifi-
cally contributed to higher costs for metal and mining equipment, for heat and
electricity in the coal industry complex, and, perhaps most significant, to higher
rail transport costs, which threatened the competitiveness of Russian coal prices
on world markets.!!5 Higher energy prices also contributed to a recession in the
iron and steel industry—one of the main consumers of Russian coal.!16 The hard-
won wage increases—the result of the earlier strike waves—only contributed to
resentment among nonminers in the coal communities, who were forced to pay
the higher prices (sometimes 50 percent more than in surrounding regions) trig-
gered by the miners’ wage increases, but often on one-tenth the salary,!17

The miners” attitude toward subsidies, as with their conception of “the mar-
ket,” seems to have been hased on the labor theory of value. Social justice, in
their view, demanded that they be paid a fair wage as compensation for their dif-
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ficult and dangerous work. The state, as the main customer for their product, was
required to pay a price high enough to secure a fair wage or, instead, to provide
subsidies to make up the difference between the market price and the amount that
would provide the workers appropriate remuneration for their labor. In fact, this
understanding was reflected in the price system itself within the coal conglomer-
ates—making the price system, in effect, the institutional manifestation of a norm
(“social justice,” as defined by the labor theory of value). The short price repre-
sented the cost to the mine of extracting the coal; the long price consisted of the
short price plus the additional cost of social infrastructure {daycare centers, the
sewage and water department, the collective farms) and the administrative appa-
ratus of the conglomerate itself. State subsidies typically made up the difference
between the short and long prices. The administrative apparatus of the conglom-
erate controls the distribution of the subsidies, although, according to one ac-

count, some portion of the funds “goes back upstairs” to the association, Rossiia -

Ugol’, “a political interest group in Moscow that bargains on behalf of the mines
with the Ministry of Fuel and Energy.”1!#

The appeal to some miners of privatization can be best understood again
within the context of the labor theory of value and their sense of exploitation
under the old system. First of all, privatization for the miners meant a transfer of
ownership and day-to-day management to the workers. They did not by and large
expect outside corporations to take over control of their mines. In Crowley’s
words, “They had no intention of replacing the exploitation of the state with that
of a private owner.”1? Worker self-management gave the miners the opportunity
to eliminate the bloated staff of administrators, who, in the miners’ view, were es-
sentially unproductive and certainly undeserving of their relatively high wages.
Miners who sought privatization were especially keen to take control of the sub-
sidies (the difference between the short and long prices) out of the hands of the
conglomerate’s administrators. They believed that they could organize the work
and provide social services more efficiently than the bureaucracy. In fact, in those
mines “privatized” to the workers’ collective, labor productivity has increased,

whereas elsewhere in the industey it has continued to fall.12? There appears to

have been some economic basis to the miners’ sense of exploitation.

Thus with the labor theory of value informing their notion of what a market
system means, the miners would see no contradiction between subsidies, privati-
zation, and the market. Nor would the miners need to have read Marx to come to
those conclusions.’2! Consistent with a historical institutionalist explanation, one
might argue that Soviet institutions indoctrinated Soviet workers to believe in
Marxist notions of social justice (although the reality of the “workers’ state”
might have caused some cognitive dissonance). One should also entertain the
possibility, however, that the perceptions of the Russian coal miners reflect more
universal notions of social justice, in which case an institutional explanation
would be superfluous. Finally, Russian coal miners understand that their de-
mands—however internally contradictory they might seem by the lights of eco-
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nomic theory-——are not peculiar to their situation. They are well aware, for exam-
ple, that all modern market economies subsidize their coal mining industries in
one way or another, even if the industries operate mainly in the private sector.!22

Some prominent U.S, politicians and economists have argued that successful
Russian economic reform requires the government to remove subsidies to the
coal industry and shut down inefficient mines. They have implied that further
economic aid is contingent on following Western prescriptions.123 Meanwhile,
analysts in Russia and abroad give conflicting accounts of the prospects for the
coal industry, even if it overcomes its current crisis. Some studies predict a “sub-
stantial contraction in the total market for coal,” whereas others anticipate stabil-
ity or moderate growth.!?* Undoubtedly, pressure from Western countries and in-
ternational financial institutions that provide aid to the former Soviet economies
will play some role in the fate of coal industries there, as will international mar-
ket conditions. The discussion here suggests, however, that other factors, such as
the normative perceptions of the miners themselves and the institutional legacy
of the Soviet economic structure, must be considered as well,

Contributions and Limitations
of Political-Economy Approaches

Both economistic and institutionalist theories of political economy have some-
thing to contribute to understanding the impact of the international economy on
Soviet and post-Soviet domestic politics. Institutionalist accounts performed best
in explaining why changes in the international environment—especially the in-
crease in energy prices after 1973—failed to translate into demands for regional
autonomy on the part of energy-rich republics, as economistic approaches might
have expected. Economistic theories did better in accounting for some of the be-
havior of economic actors within specific sectors, such as the coal industry. For
example, Rogowski’s theory, based on a three-factor model of international trade,
seemed to account in broad terms for the main locus of conflict—between workers
and the state. Frieden’s work contributed to our understanding of some of the mo-
tives of the miners, but many of his assumptions—for example, about the role of
wages and prices—seemed difficuit to apply to the Soviet and post-Soviet cases,

Institutionalist approaches captured well the structural constraints on miners’
perceptions and actions and the path-dependent nature of their efforts at effecting
change, Particularly important for explaining the nature of the miners’ demands
was the understanding that much of their thinking about the market was based on
the labor theory of value. Only some historical-institutionalist approaches would
include such ideological and normative considerations within their purview.

This discussion has highlighted not only the contributions but also the limita-
tions of the political-economy approaches. Moreover, it appears to call into ques-
tion the initial assumption of this chapter—that the international economy would
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exert a greater influence on post-Soviet domestic politics of- energy in the fl.lture
than in the past. The role of the international economy contributes comparatwejly
little to making sense of the politics of the energy trade among the former Soviet
republics. The sources of Russian conduct are tied up so much more with broader
issues of foreign policy, ethnic conflict, and outright war than international eco-
normics. 125 Even understanding the narrower subject of the coal industry requires
more than consideration of the effect of the international economy or the use of
theories that link international economics and domestic politics. The ideological,
normative, and institutional legacy of the Soviet Union exerts a powerful influ-
ence on economic actors in the former USSR. Studying the sources of Russian
conduct, therefore, requires combining broad theoretical generalizations with at-
tention to the specific historical context. In doing so, we preserve an important
methodological tradition of Soviet studies—one of the more valuable legacies of

the Soviet experience.
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