THE RUSSIAN MAFIA: DO RATIONAL CHOICE MODELSAPPLY?

INTRODUCTION

Rational choice theories are among the fastest growing theories in socia science.
Many philosophers, sociologists, and political scientists defend the claim that rational
choice theory can provide the basis for a unified and comprehensive theory of social
behaviour. Rational choice models are theoretically generalized to explain the behaviour
studied by nearly all socia science disciplines, from political science to psychology and
sociology. Specific applications include government decision-making; individual
consumer decisions; social institutions such as the criminal justice system; and social
behaviour in general (Zey, 1988: 88). | will use the particular phenomenon of the
Russian Mafiato test the conceptual and explanatory consequences of rational choice
theory.

According to Gambetta, the Mafia s solution to the problem of trust is
individually rational and collectively disastrous (Gambetta, 1988: 158). Gambetta claims
that forms of behaviour traditionally associated with the Mafia, such as their rituals,
symbols, and ceremonies can all be explained by an economic theory of private
protection as rational responses because they need to convince potentia customers of the
quality of the products that they provide (i.e. protection) in order to gain legitimacy
(Gambetta, 1988: 127). For Gambetta, the Mafiais afirm providing private protection in
a society where state protection isunreliable. In this paper, | will explore to what extent
the data available on Russia and the former Soviet Union are consistent with Gambetta' s

rational choice model of the Sicilian Mafia and can be used to explain the emergence of



the Russian Mafia. If Russia experiences the same conditions as those that occurred in
Sicily in the nineteenth century and a Sicilian-like Mafia emerges, then this will prove
that Sicilian sub-cultural values are an unnecessary causal pre-requisite to the emergence
of the Mafia. In order to demonstrate that Gambetta’ s model applies to present-day
Russia, | will have to show that a Mafia did not exist before the end of the Soviet Union,
before the state monopoly over the means of production and economic transactions
ended. The roots of organized crime in the Soviet Union may have been firmly planted
in the old Soviet system or may have been a direct consequence of the introduction of
‘Capitalism’ into Russian society, or a combination of both. If the roots of organized
crime in the Soviet Union were a combination of both of the above factors, then
Gambetta’s model (which was later used by Varese to explain the case of the Russian
Mafia) may have to be expanded upon to include the historical context that makes the
Russian Mafia a unique crimina group because it is a product of Soviet reality.

This paper will begin by looking at the state of mind of the ‘rational criminal’.
Then, | will summarize Gambetta’ s application of the rational choice model to the
Sicilian Mafia. | will then go on to apply Gambetta’'s model to the Russian Mafiain
order to test the conceptual and explanatory consequences of rational choice theory for
the particular phenomenon of the Russian Mafia. | will conclude by explaining how
using the services of or joining the Russian Mafia and the coercion used by the Russian

Mafia can be seen asrational processes.



STATE OF MIND OF THE ‘RATIONAL CRIMINAL’

Rational choice theory assumes a state of mind of Homo economicus, an
individualistic passive agent whose circumstances push and pull him around, and
proceeds from these assumptions. ‘Rational man’ is an ‘economic man’ that uses
instrumental rationality” to calculate the means and the ends to determine his actions and
plot his life course. Choice is an active process in which agents weigh the pros and cons,
and then come up with their decisions. An active agent weighs his or her current
circumstances against the attainment of his or her goals, and he/she alone determines
whether the price can be afforded. My goal is not to test the assumptions of RCT, but
rather to see how they play out (Archer, 2000).

A central tenet of rational choice theory isaview of Homo economicus as the
bearer of given sets of discrete, fixed, hierarchical preferences (Williams, 2000). The
assumption is that the actor will choose the action with the best (i.e. optimal) outcome,
which maximizes the difference between benefits and costs (Coleman and Fararo, 1992:
xi). Tobe‘rationa’, in this sense, isto act in away which is consistent with one's stable
preference rankings, establishing the optimal relation between the goals and beliefs of the
agent (Elster, 1989: 30). Actionswhich are ‘rational’ for actors at the individual level
can combine to produce a variety of systemic social outcomes, which are sometimes
intended by actors, sometimes unintended, sometimes socially optimal, sometimes non-
optimal’ (Coleman and Fararo, 1992: xii).?

RCT wants to replace Homo sociol ogicus with Homo economicus because it takes
individuals as the independent variable which is antecedent to social factors. The

individual, for RCT, is conceptualized as arationa pursuer of self-interest. The



rationality involved is instrumental rationality because it involves the most efficient
means to the goal of realizing individual material interests. RCT studies how individuals
seek to redlize their ‘ preferences’, which are taken to be stable. RCT cannot link
preferences to the influence of a particular socio-historical context because this would
violate the notion that individuals are the independent variable. For RCT, the social
context —norms, culture and social structure —is the dependent variable. Social context is
no more than the aggregate of individuals' actions. In addition to having preferences
which are stable, preferences are also assumed to be ranked in order of priority.
According to RCT, people seek to redlize the fully ordered preferences, and thus to
maximize utility, and these preferences have to be assumed to be stable. Rational choice
theories seek to study the pursuit of preferences, which is assumed to result in
instrumentally rational action. RCT studies the meansto an end, rather than the
formation of an end.?

In RCT, humans are portrayed as rational, self-interested, instrumental, and
optimizing, with afixed set of preferences (Zey, 1988: 41). Beccaria and Bentham
argued that individuals, whether criminal or not, are rational decision-makers who
respond to incentives and deterrents (Clarke and Cornish, 1985: 155-6). According to
rational choice theorists, those who commit crimes are rational, free actors, no different
from non-criminals, except that they break the law (Einstadter and Henry, 1995: 54).

Individuals are purposive and intentional because they have ends or goals toward
which their actions are aimed. A person will act rationally by choosing from a hierarchy
of preferences to maximize benefits and minimize costs.* RCT reduces collective and

group behaviour to individual action (Zey, 1988: 8). Collective activities are engaged in



by separate, rational, individual actors who have preferences (Zey, 1988: 17). RCT
claims that people are motivated instrumentally whenever they choose a course of action
that they believe is the most effective means of attaining their goals in a given situation
(Kiser and Hechter, 1998: 800).> Rational choice theorists seek to identify the individual
goals such as the pursuit of wealth, power, and prestige that people hope to attain by
undertaking particular actions and the contextual circumstances that limit or enhance
their ability to attain these goals (Kiser and Hechter, 1998: 802).

When individuals make rational decisions they review the viable options, evaluate
the consequences of aternative courses of action, judge the chances that certain events
will occur, and choose actions with the best perceived outcomes (Turner, 1991: 84).°
Rationality is a subjective orientation and process in which the individual takes severa
steps in reaching a decision, including being self-conscious about one’ s goals, identifying
one’ s options (the various potential means for achieving one' s goals), exploring and
comparing the potential benefits and costs of each plausible course of action, assessing
resources and constraints for each plausible course of action, and then making a decision
(Turner, 1991: 89-90).

RCT explains the causes of crime as resulting from free choice, lack of the fear of
punishment, ineffective criminal justice systems, available unguarded targets, and
opportunistic situations.” Organized Crime, like any other crime is the outcome of the
reasoning process of rational calculation, so that the perceived benefits of crime outweigh
the perceived costs resulting from the consequences of it (Einstadter and Henry, 1995:

54). Certain factors, such as alow perception of the probability of apprehension and



punishment and high expected gains from illegitimate activities, such as becoming a
member of organized crime will lead to criminal activity.?

Rational choice theories of crime explain criminality (the decision to become
involved in a particular form of crime, such as organized crime) as aresult of higher
expected materia returns from criminal activities relative to those from conventiona
pursuits.’ People living in low-income areas make rational decisions to pursue criminal
activities because there are few legitimate aternatives to make as much money (Hechter
and Kanazawa, 1997: 202). Individuals continue to be involved in organized crime as a
result of increasing professionalism (improved skills and knowledge and reduction of risk
through planning and careful selection of targets), increasing financial dependence on
organized crime (devaluation of ordinary work), increasing involvement with criminal
peers, and fewer opportunities to obtain legitimate work (Clarke and Cornish, 1985: 171-
2).

Now that | have outlined the state of mind of the ‘rational criminal’, | can now
turn to a specific phenomenon, the Mafia, in order to test the conceptual and explanatory

consequences of rational choice theory for this particular form of collective behaviour.

THE MAFIA: A SPECIFIC CASE OF COLLECTIVE BEHAVIOUR

In his classic study, Primitive Rebels, Hobsbawn claims that Mafia are the
“meeting places of al sorts of tendencies existing within their societies: the defence of
the entire society against threats to its traditional way of life, the aspirations of the
various classes within it, the personal ambitions of individual ... members.” He argues

that a Mafioso makes himself respected by winning a reputation for toughness and



courage, and settles his differences by fighting. Hobsbawn clams that a Mafia tends to
develop in societies without effective public order, or in societies in which citizens regard
the authorities as hostile. He argues that the Mafia provides a parallel machine of law
and organized power in societies in which the official government is not effective, and
most of the citizens in the areas under its influence believe that it is the only effective law
and power. According to Hobsbawn, Mafiais not amedieval, but a 19™- and 20"
century institution. He claims that the rise of Mafia occurred with the rise of capitalism
when power was transferred from the feudal to the rural middle class, and the rich tended
to recruit the Mafia for the defence of their interests. Hobsbawn claims that the Mafia
provides a means of safeguarding property and authority. He argues that the Mafia won
its new power because it could promise security and intimidate. Hobsbawn claimsthat in
the post-war (WWII) period, the Mafia discovered profitable economic activity, and
Mafia groups have become international due to the large amounts of money to be made in
black-marketing and smuggling. According to Hobsbawn, the Mafiais a parallel system,
capable of returning stolen property or solving other problems. Mafiaevolved into a
system of local extortion rackets, which could be hired by anyone needing to exercise
local ‘influence’ for their own purposes, and it sells their influence to the highest bidders
(Hobsbawn, 1959: 30-51).

Gambetta defines the Mafia as an industry which supplies private protection
(Gambetta, 1991: 2). The Mafia produces and sells avery special commodity, trust or
protection. Like ‘organized crime’ in general, the Mafia ams to produce, advertise and
sell protection in conflict with the state. The Mafia operate in those economic

transactions and agreements where protection is either inefficiently supplied or cannot be



supplied at al by the state, especialy in transactionsin illegal goods (Gambetta, 1988:
128). The Mdfiaisan illegal organization with membersinvolved in criminal activity.
Organized crime is structured like a corporation with rigid rules enforced through
violence, whose members amass huge profits by monopolizing numerous illegal activities
(Merry Morash, 1984: 191-2). If anew market opens up which isin particular need of
guarantees and protection, and the state is unable to provide it, then there will be a strong
incentive for the Mafia, as for any other economic agent, to enter into it. The Mafia
enters illegal markets because these markets are not protected by the state (Gambetta,
1991: 141). Unemployment, poverty, conflict, and insufficient law enforcement intensify
the demand for what organized crime can offer — drugs, arms, aternative forms of
employment such as prostitution, and protection (Rawlinson, 1998: 357).

Some experts, such as Finckenaur and Waring argue that the term, “Russian
Mafia’ is not appropriate because organized crimein Sicily and Russiais structured in
fundamentally different ways. Lyman and Porter (Organized Crime) also argue that the
term is not justified because in almost al cases, Russian crime groups are not structured
within the same hierarchy as that of the Italian Mafias because they pay percentages of
thelr earningsto vor v' zakone (“thievesin law), which means that instead of being
organized as a single family headed by a boss, Russian criminals pay off on “thief in law”
on one deal while paying off another on a different deal. On the other hand, | will argue
that, if all the factual conditions of Gambetta' s model do apply to Russiatoday, then | can
justify the use of the term, “Russian Mafia.” | will have to show that the monopoly over
the means of production during Soviet times inhibited the emergence of autonomous

suppliers of private protection. Then | will have to demonstrate that the end of the



monopoly over the means of production set in place the conditions envisaged in
Gambetta’ s model, the spread of ownership and the increase in the number of property
owners and transactions in which individuals with property were involved. Then | will
have to show that the spread of property ownership was not matched by clear property
rights legislation and administrative or financial codes of practice, and the ability of
authorities to enforce such legidation. | will have to demonstrate that the new owners
found themselves powerless and as a consequence, fear of losing property and
vulnerability to frauds increased as did the demand for protection. Then | will have to
show that an independent supply of ‘protectors was also available. If | can show that the
conditions which led to the emergence of the Russian Mafia are similar to the conditions
which led to the emergence of the Sicilian Mafia, then thiswill prove that the use of the
term, “Russian Mafia’ isjustified. | will try to determine whether in an untrusting world
like present day Russiaasin former Sicily, it is highly rational to buy private protection,
despite al the collective evils that it produces. In the case of Sicily and Russia, a hasty
transition to the market (1 will have to demonstrate that Russia is undergoing a transition
to the market which isin some crucia respects similar to the one experienced in Sicily
last century) which is not accompanied by clear property rights legislation and
enforcement may lead to an environment where suppliers of private protection, such as

the Mafiathrive (Varese, 1994: 224-58).
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GAMBETTA’SAPPLICATION OF A RATIONAL CHOICE MODEL TO THE
SICILIAN MAFIA

Gambetta explains the emergence of the Mafiain Southern Italy as the result of
the lack of trust in the new Italian State, which produced a high potential demand for
protection, and the Mafia supplied such protection to anyone who wanted to buy it
(Gambetta, 1993: 77-8). Gambetta s argument focuses on the distinction between the
demand for protection and the supply of protection. Gambetta believes that the market
economy will function properly if private property rights are well defined and enforced
by the state (Varese, 1994: 225-6). Gambetta argues that Sicily did not experience a
smooth transition to the market economy and this was a significant factor in the rise of
the Mafia. The introduction of private property rights greatly enhanced the demand for
protection. Protection did not become the monopoly of the state, but was supplied by
autonomous suppliers, who became today’s Mafiosi. Gambetta claims that the absence
of trust led to a high potential demand for protection, but thisis only part of the
explanation for the growth of the Mafia because demand for protection had to be met by a
supply of protectors (Gambetta, 1993: 78-80).

According to Gambetta, the Mafia does not emerge as ordinary criminals, acting
in isolation as individuals, but rather as a group capable of enforcing public justice. The
Mafiais successful at turning distrust into a profitable business by violent means, if
necessary. Its most important activity is the enforcement of monopolies over the largest
possible number of resourcesin any given territory because it doesn't tolerate
competition. “Historically, the crime most characteristic of the Mafiais the use of

violence to enforce the monopoly of otherwise legal goods.” The Mafia has the ability to
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use direct violence or issue threats against victims, rival Mafia groups, officials loyal to
the state, and defectors. The use of violence by the Mafiais rational because the goal is
to attain trust and a reputation, reinforcing the bonds of economic cooperation (Gambetta,
1988: 164-9).

Gambetta claims that in order to explain the persistence of the Méafiait is
important to understand both its capacity for coercion and its ability to satisfy economic
interests by assisting in disposing of competitors and protecting against the risk of being
cheated in the course of business transactions. |If the Mafia does not offer protection, the
absence of trust in business may lead to the collapse of market exchange. Itisalso
rational for the seller to pay the Mafiafor a service other than protection, such as
directing the customer to his business rather than to another seller, or for helping him get
rid of the competition. In order to stay in, or enter into business, other potential sellers
are forced to buy protection from the Mafia (Gambetta, 1988: 170-3).

According to Gambetta, the Mafia must show skillsin violence in order to
succeed in the protection business. The protected party pays to be protected, so they need
to be able to count on the Mafia's ability to deter the other party from cheating, and
violence represents an effective form of deterrence. Protection competes on the basis of
toughness and violent conflicts, and those Mafia that are the strongest are able to beat out
competitors and to gain more honour, so they are expected to be more reliable protectors.
When the state acts forcibly against the Mafia, the Mafia uses violence as a means of
self-protection. In order to be a credible protector, the Mafiost must be stronger than his
clients. Violenceisacheap strategy to ‘settle’ conflicts and to protect markets, and since

the Mafia sell protection to criminal dealers, it becomes more important for them to have
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areputation for extreme violence in the competition for the protection market, and this
fuels the Mafia wars (Gambetta, 1988: 139-142).

Gambetta claims that private protection, like any other market good is supplied
strictly on the basis of opportunity and the decision of whom to protect and how is an
economic choice for the Mafia. The greater the number of people buying private
protection, the greater the need for others to buy it too. Competition among competitors
in terms of toughness is the most common reason for the use of violence. The protection
market is monopolistic, and within any context only one supplier has what it takes. Like
any rational economic agent, suppliers of private protection have an incentive to enter the
market because the state is unable to provide protection. The Mafiais not a generic
protection industry but a historical form of private protection which emerged and
developed in a specific context and period. The absence of trust is not a sufficient
explanation for the growth of the Mafia because the Mafia may be a solution to the
problem of distrust, but it is not the only one, and the demand for protection must be met
with a supply of protection (Gambett, 1993: 24-79).

According to Gambetta, the reason the Mafia has become involved in protecting
criminal as well as non-criminal markets is because illegal transactions take placein a
market in which the threat of law enforcement, the fear of deception, the absence of
written contracts, the uncertainty of property rights all contribute to make the demand for
protection significantly higher than in illegal markets. The feature which distinguishes the
Mafios from simple criminals, simple entrepreneurs, or criminal entrepreneurs is the
commodity that they provide, protection. The greater the number of people buying

private protection the greater the need for othersto buy it too because cheats and thieves
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are more likely to concentrate their efforts on the unprotected. The extortion perpetrated
by ‘organized crime’ is not more common than that perpetrated by big business on a
much larger scale. The reason why protection often resembles extortion is because
protection as a commodity is likely to lead to the growth of monopolies in the protection

market (Gambetta, 1993: 129-134).

GAMBETTA’'SMODEL OF ORGANIZED CRIME IN SICILY

1. Once amonopoly over property exists, there is no scope for the emergence of private
suppliers of protection.

2. Theend of monopoly over private property produces an increase in the number of
people owning assets.

3. The number of transactions in which individual agents with property rights engage
will grow substantially.

4. A demand for trust from anyone who enforces property rights will emerge.

5. Thisdemand will not necessarily be entirely met by the state, or at least not
efficiently or not quickly enough.

6. Therewill be aneed for the private supply of protection as a substitute for trust.

7. A potential supply of private suppliers of protection is present (Gambetta, 1991:14-

15).
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GAMBETTA’SMODEL
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APPLYING GAMBETTA’SMODEL TO THE RUSSIAN MAFIA

The model of organized crime that follows is an extension of Gambetta s model
in The Origins of the Mafias (1991) and the purpose is to explain the emergence, criminal
actions, persistence, and composition of organized crime groups or the Mafiain Russia:

1. Russia'sunderworld emerged out of a dysfunctional political structure that stretched
back several hundred years.

2. When monopoly over private property existed in the former Soviet Union private
suppliers of protection could not emerge.

3. When monopoly over private property ended it lead to an increase in the number of
people owning assets. People with property rights began to engage in more
transactions.

4. People could not trust the state to enforce property rights, so they began to seek

private protection.
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5. Autonomous suppliers of private protection began to emerge.
6. The Russian Madfia, in its present form, emerged to perform many functions that had

once been reserved for the state, in addition to many other licit and illicit activities.

| have added the historical context, in particular, the former Soviet Union’s

dysfunctional political structure to Gambetta's model, which was later applied by Varese
to explain the emergence of the Mafia in Russia because centuries of economic
centralism, isolationism and autocracy have shaped Russian culture as a unique
phenomenon. Gambetta' s rational choice model and Varese's application of his model
are useful in explaining how economic competition, the cult of the individual, and the
dominance of materiaistic valuesin the new Russia have combined with corruption to
create the conditions necessary for promoting organized crime, but it is also important to
understand that organized crime in Russia emerged as aresult of the Soviet Union’s

dysfunctional political structure that stretched back several hundred years.

MODEL OF ORGANIZED CRIME IN RUSSIA
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THE SOVIET UNION’SDYSFUNCTIONAL POLITICAL STRUCTURE

Russia s underworld emerged out of a dysfunctional political structure that
stretched back several hundred years. The roots of crime were firmly planted in the old
Soviet system. An effective and consistent law enforcement system has never existed for
the mass of the people. The tsarist administration regarded itself as above any legal
system (Y anney, 1965: 385-7). The Mafia s roots can be traced to the penile colonies
and exile settlements of the tsars. The most appropriate starting point for the Russian
Mafiais the massive increase in the convict population of the Russian Empire that
followed Alexander II’s (emperor of Russia from 1855-1881) emancipation of the
peasantry, which was an attempt to stimulate “industrial revolution” by forcing peasants
into the urban labor market. The Emperor’s Manifesto on February 19, 1861, made most
serfsinto a huge mass of rural proletarians who had little or no means of buying land
from the owners. Many of these people had to leave the rural areas for the urban aress,
where they often ended up jobless and turned to crime, as large-scale industry was only
beginning. Interior Minister Pyotr Stolypin’s reforms of 1907-11 led to the erosion of the
peasant commune, which set off another wave of crime. The inmates of Russian prisons
and Siberian penal colonies believed that the social system was no longer legitimate
because it failed to fulfill its obligation to provide subsistence and care to the destitute, so
they no longer believed in the state and itslaws. The inmates decided to create a
“Thieves world” (blatnoy mir) with its own language, hierarchy, and unwritten laws
(Reddaway and Glinski, 2001: 110-11).

When the criminal underworld began to believe that the Soviet order did not

fulfill its anarchical or communitarian promises, and even imposed greater disparitiesin
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wealth, cooperation with the authorities came to be seen as betrayal. A convict would be
given thetitle, “thief-in-law” in recognition of his defiance of the system. The world of
thieves often managed to gain indirect access through corrupt officials to government
ingtitutions (Reddaway and Glinski, 2001: 112). The communist rulers constructed a
hierarchy without alega system, relying on arbitrary force to sustain their power
(Yanney, 1965: 388).

The criminal underworld (known to its members as the voroskoi mir or Thieves
World) has existed on the margins of Russian life for centuries. The beginnings of
organized crime in modern Russia can be traced back to the outlaw peasant bands of the
early seventeenth century. In asociety where the Czar controlled the land and its
labourers it was difficult to distinguish between political resistance and criminal activity.
The early gangs emerged out of communal peasant societies and this was reflected in an
organizational structure where profits were divided equally among their members
(Handelman, 1995: 9-32).

Throughout its history the Russian underworld devel oped a complex body of rules
and traditions to distinguish itself from outsiders and to protect itself from infiltration.
Thieves societies in the nineteenth century put prospective members through a six-year
period of probation during which they learned the expected code of behaviour and were
taught to give up the habits of normal society. Russian gang leaders in the nineteenth
century encouraged followers to marry women in the criminal milieu, so that their
children would continue in the criminal ranks and ensure that traditions would be
followed. The underworld code formed over centuries of adaptation to the Russian

political environment. The most important code was not to participate in any state
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activity, such as serving in the army, paying taxes, joining the Communist Party, and
holding aregular job. To risein the old criminal hierarchy, the criminal was expected to
have avoided membership in the Y oung Pioneers, Komsomol (Y oung Communist
League), and all the other organizations that were part of the Soviet Union’s socialization
process. Gang members swore allegiance before the crime boss, just as Soviet citizens
swore allegiance to the cult of Lenin'® and Stalin™*. Most professional criminalsin
Russia served time in prison, which meant automatic exclusion from the right to ajob and
aresidence permit. Another important code was to reject materialism, so past Russian
thieves were not interested in getting rich. Criminal gangs would gather their earnings
together in acommunal fund, called an obschak, for later distribution (Handelman, 1995:
30-6).

Russian gangs saw themselves as the defenders of the poor and oppressed. In the
declining years of Czarist rule, organized criminal groups were idealized as symbols of
political resistance. Most of the gang leaders refused to submit to the Bolshevik
leadership and the proletariat utopia, and many opponents of the new regime joined the
gangs in the 1920s to oppose Communism. Since the 1920s in the Soviet era, there was a
hierarchy among the organized crime groups, and an estimated thirty senior leaders set
genera policies for the country’s entire criminal class at private councils (Handelman,
1995: 30-9).

Instead of using legal institutions and procedures, which serve to legitimate and to
constrain state power, the political leadership preferred to apply force directly against
society. When Stalin wanted to introduce new rules against the theft of state property in

1932, he did not bother to revise the crimina code, he simply wrote a decree and had the
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government enact it (Huskey, 1992: 27). Law was only embraced when it could be
mobilized, or amended, to support the campaigns of collectivization, industrialization, or
proletarianization. When law impeded the leadership’s goals, it was ignored or
eliminated. In 1930, for example, Stalin eliminated many laws and decrees because they
contradicted the policy of eliminating the kulaks as a class (Latsis, 1988: 386).

After the Nazis invaded Russiain 1941, thousands of Russian gangsters joined
their fellow citizens in the army because their patriotism outweighed the vory ban on
association with government. After they returned from the war they were labeled as
traitors by the vory, and many were killed by their fellow vors. Those that survived broke
their ties with the old crime establishment, and they also began to break other Mafia
codes, such as going into business and trade. They became the financiers of the black
market. They established working alliances across the black economy with businessmen
and government officials. The new Russian Mafia had less regard for gang traditions,
and they began to engage in more risky spheres of criminal behaviour, such as bank fraud
and drug trafficking, so they began to amass alarge amount of wealth. Gangland
competition began for post-Communist Russia as several Mafia groups, divided along
ethnic lines and crime specialties, began to divide Russiainto spheres of influence
(Handelman, 1995: 41-2).

Organized crime as it now exists in Russia originated in the capitalist shadow
(black market) economy that first emerged in Krushchev’s' time and continued under
Brezhnev™®, but the Gorbachev'* era was the period when organized crime really became
powerful (Grossman, 1977: 25-40). In the Soviet era, representatives of the state

apparatus were publicly against the capitalist shadow (black market) economy, but
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privately many of them demanded payoffs from the criminals who ran it (Vaksberg,
1991: 22-3). Everyone from store managers to directors of state enterprises acted as
racketeers and extortionists, permitting criminals to run the black market economy in
exchange for the payment of tribute (Simis, 1982: 87).

The official Soviet economy, which concentrated on heavy industry, military
hardware, and staple agricultural products was never able to provide enough services and
consumer goods to satisfy the needs of the population, and as aresult, by the late 1970's
as much as half of personal income in the USSR was made from illegal non-state
operations. By the 1980’ s an estimated 20 million people were engaged in illegal non-
state operations, and most of the black market economy was controlled by organized

crime (Smith, 1990: 266-9).

GAMBETTA’'SMODEL IN RUSSIA: AN OVERVIEW

Organized crimina organizations became more prominent after perestroika. The
monopoly over the means of production during Soviet times prevented autonomous
suppliers of protection from emerging. The end of the monopoly set in place the first
condition envisaged in Gambetta s model, the spread of ownership and the increase in the
number of people engaged in economic transactions. Economic reforms from 1986
onward produced a dramatic increase in the number of property owners and transactions
in which individuals with property were involved. The spread of property ownership was
not matched by clear property rights legislation and administrative or financial codes of
practice, nor were the authorities able to enforce such legislation. The new Russian State
continues to have as much corruption as the Soviet Union of the Gorbachev era, and it is

just as inefficient in producing clear legislation and in protecting property rights. Asa
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result, the new owners feared losing property and vulnerability to frauds, so the demand
for protection grew. An autonomous supply of potential ‘ protectors appeared, such as
dismissed officers from the army, the KGB and the police, who were looking for jobs,
and the only skills they possessed was physical force (Varese, 1994: 231).

Officialsin charge of combating organized crime estimate that four to five
thousand criminal groups are active in the former Soviet Union and organized criminal
activity developed rapidly from 1986 onward (Serio, 1992: 134-5). The end of the
monopoly over private property following the introduction of the Gorbachev reforms
after 1985 allowed a private sector to emerge, which set in motion arational chain of
events that led to the emergence of the present-day Mafia as the new suppliers of private

protection (Varese, 1994: 233).

MONOPOLY OVER PRIVATE PROPERTY IN THE OLD REGIME AND THE
SOVIET UNION

From the fourteenth until the eighteenth century, a patrimonial system existed in
Russia, where there was no separation between the properties of the ruler and those of the
state (Varese, 1994: 234). In traditional Muscovite culture, the church and state were
fused, and the tsar had the decisive role in all public and institutional matters. Society
consisted of two classes of servitors, those who served by paying taxes — the common
people — and those who served in person by performing military and administrative tasks
—the nobles. The tsar was also the chief justicer and maintained law by enforcing the
resolution of conflicts among his subjects. The basic framework of the Russian imperial

regime during Peter’ sreign (tsar of Russiawho ruled jointly with his half-brother Ivan V



22

from 1682-96, and alone from 1696-1725, and in 1721 was proclaimed emperor) was the
police state. The Petrine structure of government was highly centralized and he gave the
sovereign the absolute right to exercise his power (Raeff, 1983: 182-207).

In Russia, Catherine 11

only introduced private property in the second half of the
eighteenth century. Catherine Il introduced |legislation designed to ensure the security of
titles to property, as well as extending personal security through more effective
administration of justice. The police and urban administration, which was dominated by
state-appointed officials, but aso included local representatives supervised law and order
(Varese, 1994: 232-43).

Property rights were effectively enforced in Imperial Russia, and the state was the
most effective organization in protecting property rights, and as a result, no private
protectors, such as the Mafia emerged in Imperial Russia. In the USSR, some people
earned very high incomes, so they could bequeath fairly large properties to heirs, and the
Soviet State was effective in protecting the property of personal items. The Soviet army
and the various police branches were able to maintain a monopoly over force. In the pre-
Gorbachev Soviet Union, there were no autonomous suppliers of protection that were
more efficient than the state (Varese, 1994: 235-40). In the Soviet period, the strict
system of control and repressive law enforcement agencies, including the army, the

Ministry of Internal Affairs, and state security organizations impeded the development of

organized crime.
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MONOPOLY OVER PRIVATE PROPERTY ENDS: SPREAD OF OWNERSHIP

Traditionally in the USSR, the means of industrial and agricultural production
were the property of the state. Soviet industrial plant and equipment had been created by
workers who were heavily exploited in Stalin’s industrialization of the 1930s. Large
segments of the Soviet managerial elite, as well as the officials in institutions such as the
CPSU, Komsomol, and KGB, were illegally or semi-legally privatizing economic
property, a process that weakened the chain of command that had been holding society
together, namely the CPSU apparatus.

Gorbachev wanted his country to join the global economy, but he also wanted
local economic autonomy and control. The economic setbacks of 1986 led Gorbachev to
shift his economic strategy toward “perestroika,” a decrease in government intervention
and strategic planning in favor of stimulating more initiatives by factory managers and
economic bureaucrats. Important measures applied during perestroika period include: a
November 1986 law governing employment of individuals that for the first time legalized
private business; a law on state-owned companies in January 1988 that empowered the
managers of state-owned companies to set wages for themselves and their employees,
which contributed to the explosion of consumer demand and the growth of an inflationary
spiral, and it also widened income disparity between managers and workers, and thus
increased social tensions; the May 1988 law on cooperatives (non-state businesses),
which partially legalized private business activity, but most investment capital was
already in the hands of the nomenklatura and the forces of the shadow economy. State-
owned import firms used public money to make purchases abroad, but these commodities

were then appropriated by Mafia elements that had infiltrated the trading companies and
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were then sold on the domestic market for several timestheir original price. The growth
in cooperatives led to price inflation and escalated social tensions (Varese, 1994. 264-5).

Gorbachev’ s economic reforms, knows as perestroika (reconstruction) introduced
a series of laws designed to encourage business initiatives and economic self-
accountability — the Law on Individual Labour Activity (1987) and the Law on
Cooperatives (1988), which unintentionally provided the ideal framework for the
expansion of organized criminal activity by creating opportunities for laundering capital
acquired through illegal economic activity. The abolition of the monopoly over external
trade; the establishment of joint ventures; the import of foreign capital; and the opening
of boundaries for foreign travel gave the Mafia the ability to operate within the market
economy with alarge amount of capital. The new business conditions created by
perestroika set the conditions for unrestricted profits, self-made millionaires, and
protection rackets. From 1986 onward, economic reforms increased the number of
property owners and thelir transactions (Varese, 1994: 231-250). Hyperinflation and
contradicting private property rules caused private entrepreneurship to be tied up with
speculation, black market and gangster activity, a connection between perestroika
(change) and prestupnosti (crime) (Eberwein and Tholen, 1997: 216-18). The emergence
of organized crime was not a consequence of Gorbachev’s reforms, but these reforms
created the necessary conditions for promoting crime (Rawlinson, 1998: 96-8).

Y eltsin’s™ push towards rapid marketization after the 1991 August coup
legitimized the illegal economic structures. For example, the voucher scheme introduced
by Y eltsin to redistribute state property gave enterprises the opportunity to buy up shares

from the public, transferring ownership from a corrupt state to an even more corrupt
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economic elite (Rawlinson, 1998: 96-8). The drop in living standards for the majority of
Russian citizens as a result of the liberalization of prices caused many commodities to be
priced out of the reach of low earners. Y eltsin’s decree on free trade (January 23, 1992),
which liberalized any form of free trade, allowed Russian citizens to open shops and sell
any goods without license. The percentage of private firmsinvolved in Russian industria
production rose to 14% of the total in 1991, and in 1992, 33,000 small-scale enterprises
were privatized. The presidential decree on privatization (December 29, 1991) forced
most small enterprisesto privatize, and by the end of 1993 one third of Russia's
productive capital was privatized (Varese, 1994: 239). Instead of pursuing an equitable
denationalization of property and alevel playing field for law-abiding new entrepreneurs,
Y eltsin’s regime accelerated Soviet-era elites and the criminal underworld’s
accumulation of capital. Instead of promoting the development of democratic institutions
and a genuine separation of powers, Y eltsin and his associates disbanded the new post-
Soviet parliament by force and blocked the development of an independent judicial
branch, and reduced the power and revenue base of local self-government. The end of the
monopoly over the means of production and commerce increased the number of people
owning assets and their involvement in economic transactions, which shows that these
conditions in Russia fit with propositions (1), (2), and (3) of Gambetta' s model.

The legalization of private enterprise in the mid-1980s and the mass privatization
program begun in 1992 allowed the capital accumulated by organized crime to be placed
into commercial businesses, so perestroika became a giant money-laundering operation
(Brym, 1996: 397). Money laundering is used by organized crime to enter legitimate

structures by expanding beyond the confines of the black economy (Rawlinson, 1998:
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356). By 1993, organized crime took over 40% of all economic activity in the country.
By 1994, half of investment capital was controlled by the Russian Mafia (Osipov, 1994.
325).

Russia s regulatory agencies are nonexistent or corrupt, and its law enforcement
agencies have little or no resources with which to fight organized crime. Large-scale
money laundering, homicide (estimated at 84 murders per day) go unpunished, and
businesses have to resort to paying protection money to the Mafia (estimated that 4 of 5
businesses are paying protection money) (Richards, 1999: 3). Without clear rules or
models, free enterprise allows criminal behaviour to prosper. The end of the Soviet
Union and “democracy merely turned the underground culture of the black market into
standard above-ground behaviour for the new society” (Handelman, 1995: 179).
Criminal behaviour became a legitimate and necessary form of survival. The
disintegration of the USSR and the reforms that followed led to the weakening role of the
state. Decentralization and the reorganization of power structures led to a weakening of

social protection and to a growth in crime.

PEOPLE CANNOT TRUST THE STATE TO PROTECT PROPERTY RIGHTS:
DEMAND OF PROTECTION

After the spread of private property in the Soviet and Russian state, demand for
trust and protection of one’s property emerged, which proves that propositions (4) and (5)
of Gambetta’'s model hold. In Russiathe increase in property owners and economic
transactions was not matched by clear property rights legislation. The Russian state was

unable to protect its own citizens' lives, as evidenced by the fact that the ‘ serious crime’
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rate increased by 32% in 1989, the overall crime rate rose by 15.3% during the first three
months of 1990, and the total reported crimes rose by 70.5% from 1989 to 1992. The
absence of a credible state which protects individual property and safety undermines trust
in the state and among its citizens. Many crimes were committed by business people
against other business people to rid themselves of their competitors. The privatization of
retail trade that started in 1991 has led to a dramatic increase in theft, robbery and
murder. Present-day Russiais an environment that requires suppliers of private
protection because the new owners of private property fear fraud and losing their
property. A hasty transition to the market which is not accompanied by clear property
rights legislation and enforcement leads to an environment that exists in present day
Russiawhereit is highly rational to buy private protection, so suppliers of private
protection, like the Mafiathrive (Varese, 1994: 231-45). The criminal justice system
continues to operate inefficiently and is susceptible to corruption at al levels, so
organized crime has become the new arm of order (Rawlinson, 1998: 110).

L aw-enforcement agencies have not provided sufficient protection for private
commercial structures. In Russia, laundering capital is still not criminally punishable and
refusing to pay back loansis not considered a criminal act. As business has evolved,
state coercive structures and law enforcement agencies have stopped ensuring the safety
of entrepreneurs, which has contributed to the devel opment of Mafia organizations
(Adabinsky, 1983). The government did not develop alegal framework for the new
market era, such as enforcing property rights and property contracts, and laws designed to
provide a secure, equitable working environment for commerce (Handelman, 1995: 336-

7). The mgjority of Russian companies no longer belong to the state, and prices are set
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by independent businessmen, rather than by the state. Limitations on all kinds of
economic activities have been abolished or ignored. The state today plays avery
minimum role on behalf of the economic interests of the citizens, which is unprecedented
in Russian history, where the state always played the most important role (Reddaway and

Glinski, 2001: 305).

AUTONOMOUS SUPPLIERS OF PRIVATE PROTECTION EMERGE: SUPPLY
OF PROTECTION

Even though lack of protection leads to a greater demand for protection, it does
not follow that a Mafia-like solution will arise inevitably, and as Gambetta shows in his
model in propositions (6) and (7), it is necessary to have suppliers of protection. The
supply of private protection could come from avariety of potential suppliers:
unemployed (it is estimated that in a span of three years (1987-1989) economic reform
was responsible for 3 million people losing their jobs in industry, and only 20% of them
were offered suitable alternative employment (Varese, 1994. 248)), KGB (in 1992, staff
was cut from 36,000 to 2,800), Russian armed forces (beginning in 1993, there was an
annual discharge of 40-50,000 officers), and young gangs (Russian youth face the
prospect of unemployment, poverty, and socia crisis as the country moves towards a
market economy because they cannot earn enough money legally to purchase many
goods, and enterprises are reluctant to hire youngsters, even for the most menia jobs
(Vetrov, 1995: 5)) . Private suppliers of protection also had the necessary equipment to

provide protection because the local firearms black market offered weapons stolen from
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the army, KGB and police units (Varese, 1994: 250). The liberalization of weapons laws
has also contributed to the creation of private coercive structures.

Protection is a commodity sold on the market by autonomous suppliers. The
Interior Ministry even encouraged private protection by allowing local Soviet policemen
to enter into contracts with the cooperatives to provide security services for commercial
establishments. Those people or businesses that are not protected are more likely to be
victimized. It is estimated that 75% of Moscow’ s cooperatives and 90% of Leningrad's
cooperatives pay protection money (Varese, 1994: 252-7). A number of business people
in Russia hire thugs who perform a variety of tasks, such as making sure business
partners comply with the terms of an agreement, obtain credits, and punish non-payers

because the state does not enforce laws and contracts.

USING THE SERVICES OF OR JOINING THE RUSSIAN MAFIA AND THE
COERCION USED BY THE RUSSIAN MAFIA ARE RATIONAL PROCESSES

| argue that using the services of the Russian Mafia or joining the Russian Mafia
isrational. Itisarational decision for al those who share common problems because
most of the people in the same predicament in Russia turn to organized crime for
assistance. In the absence of clear moral values and beliefs, the Mafia has permeated the
entire fabric of society because the laws of the state do not work, or work selectively, and
amost everyone lives according to their own laws.

Rational choice theorists claim that regardless of the reason for committing crime,
the decision to do so isarational choice made after weighing the benefits and

consequences of the action. Russian Mafia members are able to make rational decisions
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regarding their involvement in organized crime. Members of the Russian Mafia commit
crimes after considering the risks of detection and punishment for the crime as well as the
rewards (i.e. financial) of completing the act successfully. Financial incentives play an
important role in the willingness of persons to engage in organized crime. Organized
criminals believe that their criminal talents or the resources of the organization aid them
in avoiding detection, so they feel that the crime can be carried out with minimal risk, and
will bring in more benefits. Since the breakup of the Soviet Union, hundreds, possibly
thousands of gangs extort money and steal as the underpaid and corrupt police look on.
Russian economic laws are generally unclear and contradictory in nature. Businesses that
pay the legally required import and export tariffs often have no capital left to reinvest.
Virtually anyone who attempts to earn money through production or trade is targeted or
victimized by the Russian Mafia. Those businesses that do not pay extortion money to
the Mafia often pay police or security firms to protect them from the Mafia. Russian
police claim that about 400 banks are controlled by organized crime groups. It has
become easy not only for organized criminals to get rich quick in Russia by exploiting
the collapse of the government’ s ability to keep the system in order, but also for many
governmental bureaucrats and private business people as well. One of the most common
ways that Russian government officials can profit off citizens is through the levying of
taxes. In some areas, saes taxes are as high as 40%, so many people consider it better to
pay the Russian Mafiafor ‘protection’ than to be taxed by government officials who can
shut down a business by asking for high taxes. However, not al businesses fall victimto

organized crime or tax collectors because many businesses can get away without paying
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any taxes at al, especially large Western companies that have many political connections
(Lyman and Potter, 1997).

According to Gambetta, the reason the Mafia has become involved in protecting
criminal as well as non-criminal marketsis because illegal transactions take placein a
market in which the threat of law enforcement, the fear of deception, the absence of
written contracts, and the uncertainty concerning property rights all contribute to make
the demand for protection significantly higher than in legal markets. In Russia, as more
and more dealers buy protection, the risk to those who do not increases, because cheats
and thieves are more likely to concentrate their efforts on the unprotected. Asaresult
there will progressively be more incentive to buy protection which could act as a catalyst
to a chain reaction in which everyone ends up buying protection ssmply because everyone
elseisalready doing so. The greater the number of people buying private protection the
greater the need for othersto buy it too. Protection isakind of public good. For
example, if one store or business is protected and others on the street where the business
or store islocated share this protection because thieves are afraid to enter the street, then
the protection firm would have an interest in exacting a tax from the neighbouring
businesses aswell. The owner of the business would aso want other businesses on the
street to pay their share, so the interests of the protection firm and its customers would
coincide. One of the reasons that store owners pay for protection isto deter new
competitors. When the state defines certain goals asillegal it opens up a market which is
in need of guarantees and protection because the state is unable to provide protection. If
anew market opens up there will be a strong incentive for Mafiosi, as for any other

economic agent, to enter into it, and it is the good they sell that makes the Mafiosi enter
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illegal markets. By declaring agood illegal, the state indicates that those who, despite
thisillegality, still choose to deal in such a good, will be chased and punished, so if the
Mafioso wants to protect these daring entrepreneurs, he will have to equip himself
accordingly (Gambetta, 1988: 127-45).

The Russian Mafia or ‘violent entrepreneurs convert organized force or violence
into money or other valued assets. The legitimation of authority depends upon the
capacity of the state to provide efficient protection from real threats, and provide some
economic benefits. The decision to enlist the Mafia s protection is based on the
assessment of threats, the availability of aternative options, costs and benefits for, and
constraints on both parties. Protection can be analyzed in economic terms by shifting the
emphasis from the “racket” to “protection” and presenting this relationship as a contract
between the “provider” and the “customer”. Customers not only carry the burden of
protection costs but are also able to receive profits from being better protected than
others. When there are few formal rules and formal ingtitutions are inadequate in
providing protection, individuals will sooner or later find it more efficient to entrust their
protection to specialized protective associations. When a Mafia group establishes
territorial control, it wages awar with competing Mafiagroups. If it survives, it expands
both in terms of territory and commercia opportunities. It creates an economic policy of
reasonabl e taxation and reliable protection of property, thus creating a secure
environment and competitive advantages for its business partners. In the longer run,
protection rents and reputation result in growing capital accumulation and further
economic expansion. Mafia groups then establish institutionalized relations with the

legitimate regional government (Volkov, 2000: 709-44).
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In Russia, several years of market reforms led to hyperinflation, asharp risein
unemployment and an overall drop in the standard of living. Since social guarantees and
job security are no longer part of the present system, money has acquired the role of the
sole guarantor of personal security. The speed of the socia transformation resulting from
market reforms has created wealth for the few and plunged amost a third of the nation
below the official poverty line. Those who have accumulated substantial wealth are
afraid of treachery on the part of their competitors, criminals, and state power, which they
see as greedy and capable of depriving them of all their property. The working classis
demoralized by declining standards of living, by the lack of prospects and social
guarantees, unemployment and chronic non-payment of wages. Most of them would do
amost anything to avoid poverty, which leads many to alifein crime. Under these
circumstances, more people began to rely on private protection services. Many resorted
to taking justice into their own hands with the help of the Mafia. Cases of violent attacks
and assaults, kidnapping, murders have become common occurrences, especialy in the
major cities. The socia changes which have been going on since 1990 have been
conducive to the growth of criminality. A third of the Russian population is living below
the official poverty line, income differentiation is growing wider, alcoholism and drug
use are still on theincrease. At the economic level, financial fraud, embezzlement of
funds and stealing of public, private and state property are becoming more professional
and organized. The growing poverty due to chronic non-payment of wages and

unemployment produces a ‘reserve army of criminals' (Frisby, 1998: 27-49).



Criminal activity has become one of the most important methods of regulating the
present-day economy and a method for solving economic problems. The number of
organized criminal formations has been growing. By the end of 1995 an estimated
30 000 individuals actively participated in organized crime. During the Soviet regime,
legal ingtitutions were able to maintain arelative level of law and order in the streets and
control the spread of crime, despite their corrupt nature, the malfunctioning of the Interior
Ministry, the MV D, and the rivalry between it and the KGB. Disputes over spheres of
influence and control over businesses and territories often result in armed clashes
between competing Mafia groups, intimidation and violence against business figures, as
well as administrative and state officials. According to analysts, Mafia-like structures
control 400 banks and exchanges, and 50% of the capital of the whole economy. The
inadequacy of legal mechanisms helps to create a system of administrative arbitrariness
and corruption. According to the MVD figures for 1994, corrupt officials assisted one
out of every seven organized criminal formations and gained from them 22 billion rubles
in bribes. By 1995 amost 50% of criminal profits were spent on corrupting officials
(Frisby, 1998: 27-49).

| agree with Gambetta that the Mafia does not merely practice extortion but
provides areal service. The Mafia does not offer protection from dangers, threats, and
distrust which the Mafiaitself creates. Extortion is not the primary concern of the market
for private protection. Even if the processisinitially triggered by threats and
intimidation and can thus be seen as a form of extortion, once the process is underway it
becomes very difficult to claim that the dealers are buying false protection. The police

are not efficient in preventing stealing and cheating, so private protection is needed to
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reduce the risk. A shop window blowing up in Russia might simply mean that someone
is being punished for free-riding at the expense of those around him, who are paying for a
commodity — protection — from which he benefits without bearing his share of the cost.
Even if protection firms were practicing extortion this would not be technically different
from comparable forms of behaviour in legal business. For example, a company
producing cars which puts pressures on politicians to encourage them to spend more
money on motorways even if thisis not in the public interest is, in economic terms,
exactly analogous to a protection firm blowing up a shop window because both are trying
to increase demand for its product by unfair means. Whatever the commaodity, legal and
illegal firmstry to influence demand by improper means, so the extortion perpetrated by
‘organized crime’ is not necessarily more common than that perpetrated, on a much
larger scale, by big business. If Mafia groups want to supply credible protection they
need to be stronger than their clients. Mafiosi must show some skill in violence if they
want to stand a chance in the protection business. Violence or the capacity to inflict
costly punishmentsis a crucial part of the role of guarantor: the protected party pays to be
protected from potential cheating and it needs to be able to count on the Mafia s ability to
deter the other party from cheating. If the Mafia were able to offer protection while
avoiding violence it would seem rational to do so because the corresponding risks would
be smaller. A Mafioso who can inflict more violence is expected to be a more reliable
protector. The need to sell protection increases the importance of a reputation for
extreme violence in the competition for the protection market and in turn fuels the

Mafioso wars (Gambetta, 1988: 127-45).
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CONCLUSION: CAN WE USE RATIONAL CHOICE MODELSTO EXPLAIN
THE EMERGENCE OF THE RUSSIAN MAFIA?

The Mafia seems radically different from “us,” so we label it as a subculture,
associated with non-rational forces, when in fact the Mafia can be explained in rational
terms. The Mafiais a specific economic enterprise, an industry which produces,
promotes, and sells private protection. The state and the Mafia deal in the same
commodity, protection. The market is rational in the sense that there are people who find
it in their individual interest to buy Mafia protection. In both legal and illegal markets, it
isrational for some people to use the Mafia' s services in order to sort out disputes, to
retrieve their stolen property, or to protect them from their competitors. When the state
makes a certain transaction or commodity illegal, a potential market for private protection
iscreated. The norms adopted by the Mafia are not part of afixed and universally
agreed-on code because protection is sold on a private basis to individual customers, and
the prices and types of servicesrequired vary. The Mafia's protection succeedsin
making a profit from distrust. Even the most violent behaviour of the Mafia can be
explained as strategies that Mafia adopt in order to sell protection effectively. Becoming
aMafioso may not be arational thing to do, but once in the trade, its members must run it
efficiently or someone else will take their place (Gambetta, 1993: 1-10). Those who
choose to become members of the Mafia usually suffer from the absence of preferable
alternatives.

The conditions which led to the emergence of the Mafia are not unique to
nineteenth-century Sicily, and the Soviet Union is another example of a country in which

the demand for and supply of protection were both originally present. In both Sicily and
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the former Soviet Union, very few people were entitled to own private property, and
those who did aso held a monopoly on the use of force. When the monopoly over
private property ended it led to a dramatic increase in the number of property owners and
transactions involving people with property rights, but the monopoly on the use of force
was not transferred to the new class of property owners. Thisled to anincrease in the
fear of losing property and the demand for protection from whoever had the power to
enforce property rights. A few years after the breakup of the Soviet Union there was still
no clear property rights legislation or administrative or financial codes of practice, and no
authorities to enforce them, so opportunities for private suppliers increased (Varese,
1994: 252-3).

Most of the conditions of Gambetta’'s model do apply to Russiatoday. Russiais
undergoing atransition that is similar to the one experienced in Sicily in the last century.
In Russia, ahasty transition to the market that was not accompanied by clear property
rights legislation, administrative or financial codes of practice, and authorities who could
not enforce them reduced trust in the state and created a demand for alternative sources of
protection, which led to an environment where the Mafia flourishes (Varese, 1994: 231).
The price paid by entrepreneurs for the services of the Mafia has arational justification in
an untrustworthy world (Gambetta, 1993: 28-33). Demand for protection had to be met
by the presence of a supply of individuals aready trained in the use of violence, who
suddenly found themselves unemployed, such as the disbanded army soldiers, former
KGB, army and police officers and criminals needing aternative forms of income. If
Russia does not produce the basic goods and services associated with the enforcement

and protection of property rights, then the future in Russia may look like what Sicily has
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aready undergone (Varese, 1994: 258). The Russian Mafiafilled a need for security
because authorities provided little protection to businesses and there was no legal way of
resolving commercial differences.

The future of Russia can be compared to Sicily, where for more than three
decades its prosperity had depended upon a secret alliance between organized crime,
government, and industry. The Situation in Russia looks even worse because of the
unstable central government. The Russian Mafia s roots are deeply embedded in the
political structure that created it, so a change in the situation can only be brought about
by a change in the whole system. The system is organized in such away that it allows
incompetent leaders to control the country, and whose every step enriches neither the
country nor the people, but the Mafia structure. The Mafiais intact because it grew up
with the system and has become an inseparable part of it, which means that the Mafia
will only collapse when the whole system itself collapses (Vaksberg, 1991: 231-3).

In an untrusting world like present day Russia, it is highly rational to buy private
protection, despite all the harm that it produces, and in such aworld, suppliers of private
protection, including Mafia groups, thrive (Varese, 1994: 231). Choosing to obtain the
Mafia s protection isindividually rational, but collective disastrous, such as very high
murder rates, high transaction costs, and poorer quality of goods and services (Gambetta,
1988: 173).

| have added the historical context, in particular, the former Soviet Union’s
dysfunctional political structure to Gambetta's rational choice model because the collapse
of the Soviet Union may have created the necessary conditions that made the Mafia a

rational choice for potential suppliers of protection, but it is also important to understand
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that organized crime in Russia emerged as a result of the dysfunctional political structure
that stretched back severa hundred years. The specific case of the Russian Mafia
demonstrates that rational choice models can in fact explain behaviour that seemsto be at
first sight highly irrational, but these explanations also have to take into account the
specific historical context in which the behaviour emerged. The assumptions of rational
choice models do apply to the intentional actions of the Russian Mafia, but we are still far
from being able to conclude that it is a complete theory of human behaviour because not

al behaviour may be motivated by simple cost-benefit anaysis.

FUTURE RESEARCH

The Russian-Soviet case of the Mafia shows that there is a place for rational
choice theorizing in sociology. Calculation of means-ends rationality occurs in many
spheres of life and socia situations, such as the Mafia, but it is also important to take into
account the specific historical and cultural context of the phenomenon being investigated,
such as the crucial role that the Soviet Union’s dysfunctional political structure played in
creating the necessary conditions for the emergence of the Mafia, rather than just
reducing complex social redlities to the rational choices of individuals (Beckford, 2000:
224).

In order to test rational choice modelsin the future, researchers can conduct more
crime-specific studies that pay more attention to the offender’ s perspective and decision
processes at the point of offending to determine if the crime can be explained with
rational choice models. In the future, when conducting research using rational choice

models, it isimportant for researchersto also look at the social, historical, and
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institutional context of the behaviour which they are trying to explain, and this will avoid
the problem of overemphasizing intentionality. In order to understand similarities and
differences in decisions to violate across social settings, we need to make cross-cultural
comparisons of decisions to violate that take into account differences in institutional,
organizational, and cultural context of offenses.

In the future, researchers can use the model of organized crime proposed by
Gambetta and expanded upon in this paper to study how particular circumstances in their
country of study, including the political structure, the monopoly over private property,
the inability of the state to enforce property rights, and new suppliers of private
protection led to the emergence of the Mafia. In the particular case of the former Soviet
Union, it will be important to monitor the drastic changes in the economic and political
structure, especialy with a new leader in Russia, Vladimir Putin, and how these changes
will affect the strength of the Mafia, and whether Russia will truly follow in the footsteps
of Sicily.
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! Rational choice focuses on instrumental rationality, on the choice of the most efficient and effective
means to given ends, such as the attainment of wealth or scarce resources. The tension between what Max
Weber called instrumental and value rationality is an important concern, but it is not my intent to exhaust
all forms of rationality, and | have decided to focus on instrumental rationality. P. S. Cohen (“ Rational
conduct and social life.” Rationality and the Social Sciences: Contributions to the Philosophy and
Methodology of the Social Sciences) claims that according to Weber, conduct isrational if it involvesthe
choice of meansto achieve an end. People who are instrumentally rational (zweckrational) will give up
acting in any way that they believe will not achieve the ends desired. Weber distinguishes between
instrumentally rational and value rational (wertrational) conduct, which is governed by a belief, whichiis,
at least in part, either aesthetic or moral, so what is doneisvalued in its own right, regardless of its
prospects of success. Vaue rational conduct is rational because the actor is aware of the connection
between means and ends, but the goal may not be considered instrumental in achieving the ends and there
are no clear criteriafor assessing degrees of successin attaining the goals characteristically pursued in
valuerational conduct. Margaret Archer and Jonathan Tritter (Rational Choice Theory: Resisting
Colonization) claim that according to Weber, rationality comes down to instrumental rationality because
substantive rationality (Wertrationalitat in Weber) is not a matter of cost-benefit analysis at al since the
pursuit of avaue if oblivious to the costs involved or of any prospect of external success. Weber (1964
[1947]: 1) wrote that “absolute values are always irrational”. Archer and Tritter argue that the adequacy of
RCT turns exclusively upon the validity of the proposition that all human agents, all of the time, are beings
who work solely in terms of instrumental rationality. They argue that cost-benefit maximization means that
individuals will never pay more than they need nor settle for less than they must. Archer and Tritter
criticize RCT because its solution to the problem of subjectivity and objectivity, namely instrumental
rationality, is presumed to be a universal characterization of human action in its context. They argue that
pure instrumental rationality will rarely be found unaccompanied by value commitments and emotionality,
and even if it were, its claim to be the universal explanation of rational human action is questionable.
Archer and Tritter claim that the objective environment cannot be reduced to the costs incurred in
maximizing our independent and individual preferences, since the socio-historical context shapes
preference formation itself. Marganret Archer (“Homo economicus, Homo sociol ogicus and Homo
sentiens.” Rational Choice Theory: Resisting Colonization) argues that without knowing what emotionally
moves people, we do not know what counts to them as a cost or a benefit, or how strongly it counts. Simon
Williams (“Isrational choice theory ‘unreasonable’ ?.” Rational Choice Theory: Resisting Colonization)
claims that according to Weber, Zweckrational action is a dominant force in contemporary Western society,
and it involves the calculation of appropriate action (means) to be taken to achieve desired goals (ends)
(instrumental rationality). Weber claimed that the specific nature of bureaucracy eliminates “all purely
personal, irrational and emotional elements which escape calculation.” Mary Zey claims that decisions
made out of passion, fear or rage are not calculated, rational, means-end-related decisionsin the classical
economic sense. Fine and Hirsch (“The decision to commit a crime against humanity.” Rational Choice
Theory: Resisting Colonization) argue that no RCT can be understood solely in terms of instrumental
rationality because without reference to moral concerns, we cannot explain how some people monitor their
preferences and refuse all incentives to violate them. They claim that Wertrational (value rational) action
isnot just subordinate to instrumental rationality with regard to preference formation and expression, but it
is an important aspect of how ‘we' make sense of, understand and judge the preferences we endorse.

2 Simon Williams criticizes RCT for neglecting the multidimensional (i.e. emotional, habitual and moral)
elementsin both ‘rational’ decision-making processes and other ‘non-rational’ forms of action.

3 Justin Cruickshank criticizes RCT for its behaviouristic conceptions of Homo economicus because it
doesn’t explain how individuals, who have free will, are enabled and constrained by an objectively real
social context. He claimsthat RCT has to explore how individuals act, and explore why individuals act as
they do, by exploring preference formation because the social formation of preferences and tastes of
individuals have different values at different times and in different societies. Cruickshank claims that we
need to study how both culture and structure are more than individuals, and how individual agents with free
will are both enabled and constrained by culture and structure. He argues that we need to understand the
social formation of preferences together with how individuals may be able to realize some preferences but
not others, in particular social contexts.

4 Zey claims that most people have no set ranking of the numerous and complex options that exist to make
rational decisions. She claimsthat RCT assumes that people have consistent preferences that lead to
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consistent actions. Zey argues that our present choices as well as our future choices are dependent on
others, so not all outcomes are zero-sum. She claims that people do not always make rational choices, and
individual preferences vary among individuals, and that all possible outcomes are not known, and outcomes
attached to each aternative are not obvious. Zey claimsthat RCT sees everything socia as the outcome of
maximizing-purposive behaviour or its unintended effects, so it does not account for irrational or
nonrational causes.

®> Margaret Somers (We're no angels: realism, rational choice, and relationality in social science) claims
that one of the most important flaws of rational choice perspectivesis that the explanations begin with the
assumption that individuals are pruposive and intentional actors who pursue specified goals, and it is
committed to a causal mechanism in which peoplé€’ s intentions are posited to be the causal force that drives
the social world. She arguesthat it is much more than just intentionality that explains or predicts human
action, and that the motivating force for social agency cannot come from fixed categories. Somers
concludes by claiming that, the social world cannot be theorized as comprised of universal, invariant
entities with discrete self-propelling causal propositions and agents as causal mechanisms because our
social world is embedded in time and constituted in relationships.

® Ralph Turner claims that rational decision models assume a self-interested motivation and goal, but that
the advancement of self-interest is not the dominant natural human goal in all situations, so behaviour can
be natural without being self-interested. He argues that the use of rational decision modelsimpliesan
individualistic approach to social behaviour, so it treats the individua as afairly autonomous decision-
maker, reacting to the situation rather than directly reflecting it. Turner claimsthat rational decision
models do not account for the fact that individual behaviour is sometimes guided by motives of which the
actor isunaware. He argues that people often act without a clear goal and with imperfect knowledge, so
they are unable to assign precise values to costs and benefits.

" Einstadter and Henry claim that RCT assumes formal equality between people and ignores inequalities
between people and structures. RCT failsto account for the differences in peopl€e' s ahility to calculate their
interests, and to set goals and objectives. It failsto consider irrational behaviour or spontaneous crimes and
the role that peer groups play in effecting individual rational decisions.

8 See Clarke and Cornish, Crime Control in Britain: A Review of Policy and Research 1983.

° Diane Vaughan (Rational Choice, situated action, and the social control of organizations) claims that
institutional and organizational forces narrow options and shape preferences, affecting what individuals
consider rational at a given moment. She arguesthat social action can result in unanticipated
conseguences, creating a digunction between rational choice and outcomes. Vaughan claimsthat RCT
emphasi zes consequences, excluding how preconditions shape preferences. She claims that the weighing
of costs and benefits does occur, but individual choice is constrained by institutional and organizational
forces. Vaughan argues that individuals have limited knowledge of alternatives and outcomes may be less
than optimal and unpredictable. She claims that decision-making cannot be separated from social context,
which shapes preferences and affects what an individual perceives as rational, and individual calculations
are influenced by history, culture, and structure. Vaughan claims that, when deviance becomes normalized,
individuals seen their actions as conforming, not deviant, so they see their actions as having only benefits,
not costs.

10'\/|adimir Lenin was the founder of the Russian Communist Party (Bolsheviks), and the leader of the
Bolshevik Revolution (1917), and the first head of the Soviet State (1917-24). After the overthrow of the
tsarist regimein 1917, he led the Bolsheviks to power in the October Revolution. He was the formulator of
Marxism-Leninism, which is now the official ideology of the Soviet Union and several other Communist
nations.

1 Joseph Stalin was the secretary general of the Communist Party of the Soviet Union (1922-53) and
premier of the Soviet state (1941-53), who for a quarter of a century dictatorially ruled the Soviet Union
and transformed it into a major world power. After Lenin died, Stalin became the dominant figurein
Soviet politics. In 1928 he launched an intensive industrialization program that forced collectivization of
agriculture and massive. After World War 11 when the Soviet Union together with the allies defeated
Germany, he established Soviet hegemony in eastern Europe and rivaled the United States for world
leadership during the Cold War era.

12 Nikita K hrushchev took over after Stalin’s death. He was the first secretary of the Communist Party of
the Soviet Union (1953-64) and premier of the Soviet Union (1958-64) whose policy of destalinization had
widespread repercussions throughout the Communist world.



13 |_eonid Brezhnev replaced K hrushchev as first secretary in October 1964. Under Brezhnev, Soviet
military power was significantly increased, and he undertook measures to curtail ideological dissidence
within the Soviet Union, and improve the performance of the Soviet economy. He was the leader of the
Soviet Union for 18 years (1964-82).

14 Mikhail Gorbachev was the general secretary of the Communist Party and chief political leader of the
Soviet Union from March 1985, and he became the president in 1990. From 1987-88, he introduced his
new policy of glasnost (“openness’), which led to the expansion of freedom of expression and of
information. Under Gorbachev’s policy of perestroika (“restructuring”), the first attempts to democratize
the Soviet political system were undertaken, and free-market mechanisms began to be introduced into the
Soviet economy. He was the leader of the Soviet Union for six years (1985-91).

15 Catherine 1 (‘the great’) was the German-born empress of Russia (1762-96) who led her country into full
participation in the political and cultural life of Europe, carrying on the work begun by Peter the Great. She
reorganized the administration and law of the Russian Empire and extended Russian territory by adding the
Crimea and much of Poland.

16 Boris Y eltsin was the first secretary of Moscow’s Communist Party committee from 1985 to 1987 and
president of the Russian S.F.S.R from 1990. He gave Soviet republics greater autonomy within the Soviet
Union, moved toward a more market-oriented economy. 1n July 1990 Y eltsin resigned from the
Communist Party, and was elected as the president of the Russian republic in June 1991. He was the
president of the Russian republic for the next nine years (1991-2000).



