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abroad to pay for those costs and the corruption of the privatization process means that Russia, despite talk to
the contrary, still has neither a growth strategy nor a strategy for restoring defense industry. Nor can arms
sales actually restore either the armed forces or the defense industry. The newest arms deal with Indonesia of 1
billion for SU-30 fighters and MI-17 helicopters will be compensated only in countertrade. Nobody will really see
the proceeds of that sale. Future sales will probably go the same way or at knockdown prices because the world
arms market is a buyers market and buyers can demand technology and production transfer as part of the
deal, undermining Russias lingering comparative advantages. Hence there already is not enough money to pay
for professionalization and obtain a quality army rather than the disintegrating forces we now see. Nor can
Russia maintain the army at even 80 percent of its assigned level plus the other military 25 forces without large
numbers of monthly conscripts. This realization has begun to sink in on the new Defense Minister, General Igor
Sergeev, the former commander in chief of Russian nuclear forces, especially as he contemplates the 1998 draft
budget which further slashes investment and cannot meet the militarys minimum needs. A new round of
budgetary sequestration and the strangling of civil and military investment, not to mention arrears, is all too
likely. And such practices hinder rather than reinforce progress toward democracy. Worse yet, the new crisis
originating in the 1997 crash of Asian...
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