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ALEKSEI Iu. ZUDM 

Oligarchy as a Political Problem of 
Russian Postcommunism 

“Oligarchy is a form of government in which all supreme power is 
held by a handfil of grandees.” 

’ ( I  Dal’, Tolkovyi slovar zhivogo velikorusskogo iazyka 

“In oligarchies, the masses justify sedition on the grounds that . . . 
they are denied equal rights, although they are actually equal. In de- 
mocracies, the notables justify sedition on the grounds that, although 
they are actually superior to everyone else, their rights are equal.” 

-Aristotle, The Politics 

The term “oligarchy” acquired currency in discussing the Russian po- 
litical situation in the late 1990s. The oligarchy is mentioned as an es- 
sential part of almost all significant political events-whether the topic 
is Chernomyrdin’s resignation, the actions of the Kirienko government, 
the miners’ strikes, or the prospect of Yeltsin being a candidate in the 
2000 presidential elections. The word “oligarchy” has begun to sup- 
plant its predecessor, the “nomenklatura,” the term initially used out of 
habit to designate the new ruling stratum. 

English translation 0 2000 by M.E. Sharpe, Inc. Translated from the Russian 
text 0 1999 by the Russian Academy of Sciences, the Presidium of the Russian 
Academy of Sciences, and the author. “Oligarkhiia kak politicheskaia problema 
rossiiskogo postkommunizma,” Obshchestvennye nauki i sovremennost ’, 1999, no. 
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Whereas in the initial years of reform, discourse revolved around the 
“new” or “democratic” nomenklatura and “nomenklatura capitalism,” 
now the “oligarchy” and “oligarchic capitalists” are being mentioned 
with increasing frequency. Nonetheless, much remains unclear, espe- 
cially the definition of “oligarchy.” As a rule, the term refers to a small 
group of leaders in the largest financial and industrial structures who are 
closely tied to the regime. Sometimes it is portrayed as the “new mas- 
ter” [khoziain] of the Russian state. Others disagree, although even they 
acknowledge that the Russian business elite exhibits a high (in the re- 
cent period, extremely high) level of political involvement. 

Does the term “oligarchy” apply to the Russian business elite or to 
the ruling stratum as a whole, and what is the relationship between the 
business elite and the current political regime? Are we truly facing a 
choice between “democracy or oligarchy,” in which the latter signifies 
the business elite’s control of the state? The present article attempts to 
answer these questions. 

The business elite and “oligarchic coordination” 

The unevenness of institutional transformations in the Russian economy 
soon led to the emergence of elite groups in both the new and the old 
sectors; not long thereafter, these groups began to converge. The most 
important relations between business and the state shifted to a narrower 
social space free of institutional constraints. The elites became the prin- 
cipal agents of interaction, and informal high-level contacts occupied a 
key place in this interaction. A business elite emerged and established 
links with the state ahead of the rest of the entrepreneurial community. 
These links became its most important constituent element, just as im- 
portant as the volume of capital controlled [ 13. 

An “oligarchic” type of coordination of interests became entrenched 
in the new postcommunist establishment. Certain segments of the re- 
gime and their associated bureaucratic and political elites began to move 
closer to the business elite. A small group of directors and businessmen 
became a part of the new ruling stratum, which gave them direct access 
to the innermost reaches of the political system. This top level of the 
consolidated economic elite was inclined toward individualistic politi- 
cal strategies. In fact, it had no need of corporate forms of self-organization 
or the creation of special “interest-group” parties. The regime, to which 
it had gained constant access, became its “party,” its “corporation.” 
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But today’s business elite is distinguished by a number of features 
that make the appropriateness of the term “oligarchy” unclear. The Rus- 
sian business elite is above all an informal, horizontal structure, which 
lacks not only formal organization but even an unofficial hierarchy. 

This elite has little internal consolidation: its members not only col- 
laborate but compete with one another. Its members construct their rela- 
tions with the state individually and carefblly protect their autonomy in 
respect to the regime. In particular, they are opposed to any member of 
their community acquiring the authority to speak on behalf of them all. 

This is a structure with open boundaries, external and internal: it is 
just as likely that one will “fall out” of the system of “oligarchic coordi- 
nation” (as did Oleg Boiko and A. Efanov) as it is that one will move 
from the economic elite into the power elite. The structure consists not 
of self-sufficient loners in control of their own financial and industrial 
“empires” but of leaders of corporations that are capable of deposing 
them. This important circumstance offers a kind of guarantee against 
adventurism, against getting carried away with risky projects or drawn 
into political games. 

In its relations with the state, the business elite is very heterogenous. 
Intrinsically it consists of two parts: the “political capitalists” (Vladimir 
Potanin, Boris Berezovsky, Vladimir Gusinsky, and earlier Oleg Boiko) 
and businessmen who remain aloof from politics (Aleksandr Smolenskii, 
Mikhail Khodorkovsky, etc.). The small group of “political capitalists” 
is by its nature unstable. It occupies a borderline position between the top 
levels of two elites. This makes it considerably more likely that it will 
become part of the political elite, weakening its direct ties with the origi- 
nal business structure. Gusinsky is an example of this: he resigned his 
leadership of the Most Group and concentrates on working with the 
media. 

The principal social characteristic of the business elite is best de- 
scribed by the formula “weak organization-high degree of efficiency.” 
Its strongest influence on government bodies is exerted not through the 
official system of representation but through informal channels. The 
interests expressed through the informal system of ties with state struc- 
tures have no need to create alliances and associations. Unlike other 
“pressure groups” attempting to influence decision-making mechanisms 
from outside, these are “internal lobbies,” and as such a component or 
even an integral part of government structures. 

Such interests experience a need for formal self-organization and the 
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creation of some form of representation only when they are banned from 
the system of informal relations or have reason to fear such a ban. In 
other words, interest in the political arena emerges when it becomes 
necessary to contest or “replay” something that has already taken place 
in the sphere of bureaucratic politics, when opportunities for informal 
coordination are exhausted. If an interest group has been part of the 
oligarchic system of coordination, becoming an official lobbying group 
indicates not strength but weakness. 

The positive aspect of oligarchic ties is their capacity to secure a 
certain minimal, necessary coordination and stability. The limit on the 
number of participants, combined with the informal nature of relations, 
makes these ties flexible and workabJe, simplifying the process of ne- 
gotiations and speeding up decision making. Another merit of oligar- 
chic forms is that they have ended the political isolation of the economic 
elite that characterized the first part of Yeltsin’s presidency and restricted 
the influence of the “directors’ corps” in the system of power. 

The business elite’s direct access to top decision-making mechanisms 
gave it a direct interest in maintaining political stability. Oligarchic co- 
ordination is also a step up fiom the Soviet system of “bureaucratic 
understandings,” since the pluralism of oligarchic forms is based on the 
economy and not on the system of administrative control. This is at- 
tested by the economic failures of Olbi and Mikrodina, whose leaders 
had originally gone straight into the “big leagues.” The result is greater 
independence and mobility among partners in power, as well as a real if 
imperfect system by which the regime can gain mutual feedback re- 
garding financial and commodity flows in the most important segments 
of the emerging market. 

The main flaw of oligarchic coordination is its instability. It takes 
place in a narrow social space without formal procedures. The informal 
nature of agreements makes them unstable and directly dependent on 
the balance of forces within the oligarchy. The limited informal coordi- 
nation between the regime and the top economic elite creates distance 
between the mainstream of Russian business and the government (for 
the present author’s views on the “oligarchy” system of coordination, 
see [2-51). 

The fiagmentation, the mutual suspicion, and the political dependence 
of the business elite on the regime are compounded by its low level of 
legitimacy. Studies show that the public reserves most of its negative 
ratings and judgments for big business. Hostility is most often directed 
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toward large banks and financial structures. The accumulation of money 
under present conditions is considered unjust, and especially the con- 
centration of “ill-gotten” gains. The relatively poor reputation of new 
commercial banks with the public has been further undermined by the 
many notorious scandals involving financial machinations and shady 
business deals. The public primarily associates large financial organiza- 
tions with pyramid schemes. 

Nor is big industry exempt from negative public opinion. Even their 
productive status, although “correct” from the standpoint of post-Soviet 
culture, is viewed negatively. A clear case in point is Gazprom, the most 
famous and successful firm that nonetheless suffers from substantial 
flaws in its public image [6]. 

It is not surprising that the political role of big business is also viewed 
with distrust and hostility. According to the Public Opinion Foundation, 
only 2 percent of respondents indicated that “big entrepreneurs and big 
business” make positive contributions to achieving “harmony in Rus- 
sian society,” while 12 percent said that their contributions were nega- 
tive. For comparison, 3 percent of the respondents stated that “opposition 
parties and movements” made positive contributions to achieving “har- 
mony,” while 13 percent thought that their contributions were negative 
[7]. In other words, big entrepreneurs received approximately the same 
rating as the political opposition in terms of political instability. Ac- 
cording to the Russian Independent Institute of Social and National Prob- 
lems (RNISiNP), 58 percent of respondents today favor restricting the 
interference of big business in national political life [8]. 

One deep-seated cause of negative attitudes toward the penetration 
of the government by entrepreneurs is the possibility that this will give 
birth to a “private regime.” The public considers such a regime illegiti- 
mate and likely to obliterate the cultural line between private and pub- 
lic. Government--and politics, its new, “democratic emanation”-is 
situated wholly.within the public sphere and forms its core. The local- 
ization of government (and later, politics) within the public sphere is 
one of the most stable features of European culture, eliminating private 
power over the people and preventing the use of power to serve private 
interests, apply cultural sanctions, or bestow legitimacy. This culture is 
on the whole characteristic of Russia as well. 

The obliteration of the boundaries between the “core” of the public 
sphere (the government) and the private sphere encroaches on one of 
our basic cultural characteristics. Society rejects the prospect that social 
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figures symbolizing “private interests” can make their appearance in 
the public field before even acquiring complete cultural legitimacy. En- 
trepreneurs themselves are quite aware that their political aspirations 
have no public support.’ 

Thus, we may conclude that there is no “oligarchy,” in the sense of a 
special political structure, within the business community. The business 
elite is only one part of the new establishment. On its own, it cannot 
aspire to national power. But if there is no “oligarchy” in the entrepre- 
neurial community, then why is it so often mentioned in regard to the 
political involvement of the business elite? True, recently there has been 
a noticeable shift away from “oligarchy” as such to individual “oligarchs” 
of Russian big business. This shift was clearly necessary, but it does not 
in itself clarifL relationships within the political establishment. To an- 
swer our question, we must analyze the origins of the relationship be- 
tween the postcommunist regime and the elite, both new and old. Let us 
begin with the evolution of the relationship between the business elite 
and the Russian state. 

From hierarchy to de-subordination 

Once it began to develop within the womb of the old Soviet Union, the 
weak Russian state found that it had an acute need to expand its political 
base in society and gain support from the nascent Russian business class. 
(Leaders of several societies and organizations were invited to join Presi- 
dent Yeltsin’s Coordinating and Advisory Council-a predecessor of 
today’s Presidential Council. To counterbalance the Entrepreneurship 
Council Attached to the President of the USSR, an analogous structure 
was created under the president of Russia, etc.)* 

The collapse of the old social order and the institutional and legal 
vacuum that followed encouraged the vigorous development of primi- 
tive forms and types of relations more characteristic of a traditional than 
of a modern society. Patronage and clientelis- variety of hierarchi- 
cal relations in which the “patron” exchanges protection for the loyalty 
of his “clients”-occupied a central place here? 

The convergence of the state and capital involved the establishment 
of privileges for the largest financial institutions, which were capable of 
acting as agents of the state or of the political leadership. The principal 
milestones of this process were: the establishment of authorized banks 
(Ol’ga Kryshtanovskaia proposed a special index, “the proxy index,” to 
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measure this process); the transformation of the ORT [state radio and 
television] into a corporation in 1994 (that was when the press began to 
talk about the “top eight,” determined by the number of stockholders); 
and the loan auctions of 1995. These connections usually indicated the 
patronage of quite high-ranking state officials. 

The business structures that benefited from bureaucratic patronage 
often enjoyed stable ratings or underwent periods of vigorous growth 
(as happened, for example, to MENATEP Bank, ONEKSIM Bank, Alfa 
Bank, the National Reserve Bank, and Unikom Bank). The people that 
the press most often identified as powerful “bureaucratic patrons” were 
Aleksandr Korzhakov, head of the Presidential Security Service; Pave1 
Borodin, the president’s chief of staff; Deputy Prime Minister Oleg 
Soskovets; and Deputy Minister of Finance Andrei Vavilov. 

For a while, the “political patrons” held on firmly to their positions, 
and relations retained their hierarchical character. A certain social alien- 
ation also persisted between the political and the economic elites. A first 
attempt by some representatives of Russian big business to leave the 
patronage system and establish more equal relations ended in failure. 
M. Khodorkovsky, head of the MENATEP Group, and M. Iur’ev, director 
of Interprom, did not succeed in obtaining ministerial posts in the early 
nineties, and similar attempts by B. Khait, chairman of the board of 
Most Bank, to obtain a place in the presidential apparatus in 1994 also 
ended in failure (Korzhakov’s organization prevented his appointment). 

A gradual change in the situation began with the appearance in the 
government of managers of corporations that had been established dur- 
ing the period of economic reform (V. Kadannikov, president ofAvtoVAZ, 
and A. Bol’shakov, president of the Rapid-Transit Rail Company). How- 
ever, the final break came later, during the 1996 presidential elections. 
The active support that the new economic elite gave President Yeltsin’s 
candidacy in the early stages of the electoral campaign helped to over- 
come the suspicion of  politician^.^ 

During the electoral campaign the new economic elite established 
direct ties with the national political leadership, and after the elections 
its representatives joined the upper levels of the executive branch. The 
banker Potanin was named one of the first deputy prime ministers; the 
financier Berezovsky became deputy secretary of the Security Council; 
and V. Lesin, director of the big advertising agency Video International, 
headed the new Administration of the President. The first “draft” of repre- 
sentatives of big business into government lasted for only a short time 
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but changed the situation radically. A new stage began in the relationship 
between the government and business. Patronage gave way to “symbiotic” 
relations (“mergers,” personal unions). The media began to talk about the 
“big seven” (or “the seven-bank establishment”), a group of the largest 
financial structures close to the regime. As a rule, this group includes B. 
Berezovsky GgoVAZ, 0b”edinennyi Bank, Sibneft‘); YGusinsky (Most); 
V. Potanin (ONEKSIM Bank); M. Khodorkovsky (MENATEP); A. 
Smolenskii (SBS-AGRO); M. Fridman; and P. Aven (Alfa Group). This 
group was increasingly identified as an “oligarchy” [ll; pp. 137411. 

The hierarchy on which the relationship between the political and 
economic elite had previously been based undermined this transition to 
“symbiotic relations.” After noninstitutional forms of interaction peaked 
in “mergers,” they began to exhaust their potential. There were two main 
reasons for this. First, patronage and “mergers” conflicted with new stan- 
dards (legal, democratic, and market) that were intended to be norma- 
tive but were as yet incapable of providing the foundation of a new 
social order. The status of client was perceived by many as forced, mak- 
ing it less legitimate. “Personal unions,” in contrast, entailed varying 
degrees of “closeness” to the regime and encompassed diverse possi- 
bilities. “Unequal symbiosis” also gave rise to conflicts and strain. Un- 
der favorable conditions participants attempted to overcome patronage 
or destroy the “symbiotic” relationship between their most successfid 
rivals and the regime. 

Second, the democratic political environment played an active role 
in breaking down patronage and personal unions. It increased strain be- 
tween participants and released latent potential for conflict. The democratic 
political environment offered a “client” of the regime a legal means to 
increase his political weight and legitimized any possible conflict with the 
“patron.” As long as the entrepreneurial group retained its organization and 
its political resources, it could in principle enter into conflict with the 
regime at any time. These conditions were still present in personal unions. 

Three basic directions may be distinguished in the transformation of 
noninstitutional relationships. In the first, clients of the regime became 
a pressure group. The initial patronage system gave way to conflict as 
autonomous individuals exerted pressure on one another, made deals, 
and concluded agreements on specific issues. The hierarchical aspect of 
these relationships was preserved. 

In the second type, former clients joined the system ofpower. Patron- 
age gave way to symbiosis. The state merged with business; or more 
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accurately, the top bureaucracy merged with the economic elite, since 
the circle of the privileged is limited by definition. Hierarchy almost 
disappeared, and the images of patron and client began to fade. “Leader” 
and “led” constantly changed places, and it was often difficult to deter- 
mine who depended on whom. 

One example of this type of transformation is the “big seven” of lead- 
ing financial structures, each of which benefited to some extent from 
patronage during the course of its development. All seven later sharply 
reduced the distance separating them from the regime, in the end mak- 
ing themselves almost equal to their patrons and figures of equal stat- 
ure. They outgrew the patronage system, and their relationship with their 
erstwhile patrons became almost flat. Henceforth, members of the “big 
seven” could engage in equivalent exchange of services with the bu- 
reaucratic and political elite. 

In the third and final type, “symbiosis ” turned into conflict as the big 
businessmen who had been part of the “oligarchy” coordination became 
pressure groups. This was made possible by the democratic political 
environment, which offered the losing side legal means to improve its 
situation. The system of “oligarchy coordination” helped to maintain 
equilibrium in the new establishment as long as inequality and subordi- 
nation were preserved in elite relationships. The disappearance or weak- 
ening of the hierarchy before new types of relations could be established 
led to conflicts. The reduction of the distance that had previously sepa- 
rated the economic from the political elite was an additional factor mo- 
tivating the economic elite to choose conflict if that was required. 

The further relations evolved from patronage to “symbiosis,” the more 
the gap between the regime and big business narrowed, and the more 
conflict between them intensified. Above all, such conflict had the po- 
tential to spread into political space. Like “cooperative” relations (pa- 
tronage and “symbiosis”), conflict, too, adopted noninstitutional or 
weakly institutionalized forms. Since few regulations existed to govern 
conflict, nothing could formally prevent the spread of conflict. Thus, con- 
flict could escalate rapidly. 

The political resources of big business became more effective. This is 
evident in a comparative analysis of two phases of conflictin 1992-94 
and in 1997. In both cases, conflict was accompanied by a politicization 
of business pressure groups. In the first period, the politicization took 
the form of newly created “interest parties.” After suffering defeat in the 
1993 and 1995 parliamentary elections, however, the “interest parties” 
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were marginalized and banished to the periphery [ 12, pp. 19-3 13. 
In 1997 the “information empires” formed before the conflict began 

were business’s major .political resource. They were much more effec- 
tive political instruments than “interest parties.” This political resource 
is constantly controlled by the largest business pressure groups (the lead- 
ing financial structures) [13, pp. 11%229]. 

Finally, the positioning of the conflict in political space changed. 
Earlier clashes between the state and business pressure groups were 
mostly expressed as conflict between the political leadership (or 
“superelite”) and old and new elites fighting over access to the new 
regime. After 1996 the conflict was transformed into a struggle within 
the new ruling stratum. 

Conflict in the new establishment: the “merger” crisis 

The disappearance of hierarchy from relationships between the political 
and the economic elite resulted in the latter beginning to make alliances 
within the new establishment as participants with equal rights. Amutual 
exchange of tension began: from the business elite to the political elite 
and vice versa. By the end of 1996 and the beginning of 1997, people 
were beginning to speak of two big groups--“old” and “new” capital, 
centered on Prime Minister Viktor Chernomyrdin and Anatolii Chubais, 
then still the president’s chief of staff. The first group comprised 
Gazprom, the National Reserve Bank, the Imperial Bank, and LUKOil; 
while the second included ONEKSIM Bank, MENAEP, SBS, Alfa Bank, 
Unikom Bank, the Moscow National Bank, Most Bank, and LogoVAZ. 
The principal lines of differentiation were “origins” and political pa- 
tronage (“old” capital-Chernomyrdin, and “new” Capital-Chubais). 

The reorganization of the government in the spring of 1997 and its 
subsequent incorporation of three autonomous political figures 
(Chernomyrdin, Chubais, and Nemtsov) complicated the political con- 
figuration at the top level of the economic elite. A system of alliances 
began to form around each government leader. However, the system of 
coalitions among leading politicians and financial groups that devel- 
oped after the reform of the government proved to be unstable, and its 
reorganization remained incomplete. 

The unstable equilibrium was broken by an alliance between 
ONEKSIM Bank and the “young reformers” in the government. The 
latter proclaimed their desire to see new, universal rules applied to 
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privatization auctions. A “severing of ties to big capital” was announced. 
ONEKSIM Bank publicly supported the government’s implementation 
of universal rules, calculating that it would gain most from this change, 
thanks to its stronger links with Western capital and its privileged rela- 
tionship with those organizing the auctions. In the end, the government’s 
course of “severing its ties to big capital” furthered the expansion of the 
most powerfbl financial group. 

The bidding for Sviaz’invest in the summer of 1997 led to a clash 
between ONEKSIM Bank and the financial groups controlled by 
Berezovsky and Gusinsky. A“banking war” was declared against Potanin, 
but Alfred Kokh, representing the leadership of the State Committee on 
State Property Management, soon became the target of blows. Later 
targets included Potanin’s presumed political patrons in the bidding for 
Sviaz’invest, Chubais and Nemtsov. The first deputy prime ministers 
lost their political base in the business elite. They managed to retain the 
support of only two financial groups, ONEKSIM Bank and the Alfa 
Group, and that to varying degrees. 

The political outcome of the “banking war” in the media was two- 
fold. First, stable relations within the business elite were definitively 
destroyed. After all that had taken place, it became difficult to continue 
to speak of an “oligarchy.” This was a time of fluid coalitions among 
participants in the privatization process, redefined in response to each 
big deal. It became clear that the state still led the way in its relations 
with business. The various groupings within the economic elite could 
do no more than vie for influence over the state. 

Nonetheless, the executive branch suffered a major political setback. 
It was quite obvious that conflict was the other side of the symbiosis of 
the regime and the business elite. The seamy side of the “merger” was the 
transfer of business conflicts to the upper echelons of political power. Po- 
litical power suffered most from the clash between hostile financial-politi- 
cal groups. At the same time, it became clear that “severing the ties” between 
the state and big capital carried the threat of M e r  escalation of the con- 
flict within the new establishment and could not restore order to the disor- 
dered relationship between the political and the economic elites? 

Drawing ideological boundaries 

The “divorce” between the “young reformers” and most of the business 
elite had ideological implications. The main type of demarcation in the 
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new establishment was relations between the state and business. Ini- 
tially, the new Russian state, which introduced market reforms, and 
Russian business, which developed as a result of these reforms, were 
engaged in a joint “ideological project.” The new Russian state pro- 
claimed its ideological commitment to the development of private en- 
terprise and embarked on a path of democratic and market reforms. The 
conflict within the new establishment showed that this period was draw- 
ing to a close. The clash with the business elite crystallized the new 
political elite’s intellectual program regarding the place and role of pri- 
vate enterprise in society. The top federal bureaucracy increasingly began 
to exhibit its bias toward the ideology of “state capitalism.” Attempts were 
made to formulate a “state-centrist” national ideology that would fun- 
damentally establish private enterprise as subordinate to the regime. 

By now we can distinguish two versions of this “state-centrist” ideol- 
ogy. One, dubbed liberal statism, was associated with the ideological 
rhetoric and political style of Chubais. It succeeded in establish itself 
only in public space and so far remains more like an ideological inten- 
tion. Nor was the second version of this “state-centrist” ideology worked 
out in detail, but it did at least rise to the level of a manifesto. This was 
Nemtsov’s populist capitalism. (In addition to the deputy prime minis- 
ter himself, his assistant V i o r  Aksiuchits, head of the moderately con- 
servative, orthodox Russian Christian Democratic Movement, also 
subscribed to the new ideology; as a people’s deputy of the RSFSR [Rus- 
sian Soviet Federated Socialist Republic], Nemtsov, too, was a member of 
this movement.) 

The political content of “populist capitalism” is largely determined 
by the national political elite’s intolerance of the recently acquired po- 
litical autonomy of big private capital. Although big capital formally 
retains the “right to vote,” it is stripped of any real opportunity to realize 
its own interests through its ties to the federal regime. In declaring war 
against the oligarchy, Nemtsov aimed to confine private enterprise within 
the rigid framework of “political patronage.” Essentially, he attempted 
to restore the federal government’s relationship with big business to the 
condition long characteristic of the regional level, where local business 
is “under the governor” [see 151. 

“Populist capitalism” is presented as a replacement for the discred- 
ited ideology of liberalism, which is equated with a weak state and the 
omnipotence of the oligarchy. In the analytical pamphlet “On the War of 
Information and Ideology,” allegedly compiled during the struggle be- 
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tween the “young reformers” and the “seven banks” in the summer and 
autumn of 1997, the ideology of populist capitalism was identified with 
“new, honest rules of the game for everyone,” “a strong state and a presi- 
dential regime,” and ‘‘patriotism”-as opposed to “traditional liberal 
values,” “democracy,” and “freedom of speech” [ 161. 

Sometimes “populist capitalism’’ is equated with the new “ideologi- 
cally correct version” of liberalism-“liberal statism” [ 17-1 91. Both 
versions of state-centrist ideology treat private enterprise as subordi- 
nate. It is not recognized as either a partner or a client of the state. True, 
despite this similarity, there are also differences between the “liberal 
statism” of Chubais and the “populist capitalism” of Nemtsov. The lat- 
ter contains an important component that is missing from the former: 
public defense of “domestic producers” (through a campaign to resettle 
federal officials on the Volga and the “Buy Russian Goods” Association 
formed under Nemtsov’s patronage). 

In the public arena, Berezovsky’s primitive ideology of national cupi- 
tulism stands in opposition to Chubais’s “liberal statism” and Nemtsov’s 
“populist capitalism.’’ (Berezovsky’s ideology is mentioned explicitly 
in numerous interviews and has received detailed coverage from the 
media he controls as part of the ongoing “information war,” especially 
Nezuvisimuiu guzetu.) Among several noteworthy differences among 
these opposing “applied” public ideologies, Chubais’s and Nemtsov’s 
“scenarios” choose foreign capital as the state’s principal partner in a 
reformed economy (although this is not stated outright), while 
Berezovsky’s depends on national capital. 

“Liberal statism” and “populist capitalism” assign an auxiliary role 
to big national capital in its relations with the state, while “national capi- 
talism” declares it to be an equal partner. (At first, Berezovsky hinted at 
the necessity of “subordinating the state to big capital,” but in an inter- 
view with The Financial Emes soon after the presidential elections, he 
said that Russia was being ruled by the seven bankers). In Chubais’s and 
Nemtsov’s “scenarios” the state belongs to the bureaucrats, while in 
Berezovsky’s bureaucrats and big capital jointly control the state (hence 
bureaucrats’ well-founded suspicion that in reality big capital is claim- 
ing the central role, leaving them to play only a “subordinate” role). In 
this sense, “national capitalism” truly can be called an “ideology of oli- 
garchy,’’ at least in its official versions. 

All this, however, conceals the ideological affinity of the three “sce- 
narios.” “National capitalism’’ is just another version of “state-centrist” 
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ideology, since big capital’s aspirations to partnership (or to leadership?) 
are justified on the grounds of its quasi-state status. None of the three 
versions endorses the values of free enterprise, although “liberal statism” 
and “populist capitalism” continue to use liberal rhetoric. Strictly speak- 
ing, these versions of “state-centrist” ideology merely raise to the level 
of principle a proposition adequately described by the “traditional” model 
of social legitimation of private enterprise, which establishes the lat- 
ter’s dependent status [6].  

As we can see, the political elite is ahead of big business in its ideo- 
logical justification of its own interests. Although excluded from politi- 
cal power, the business elite nonetheless remains an ideological element 
of the state. The state establishes the models and standards of identity 
that guide private enterprises, even as it tries to produce its own ideo- 
logical initiatives. It is interesting that almost all participants in the bank 
(“information”) war of 1997-98 have been drawn into the sphere of 
attraction of “state-centrist” ideology. The infamous talk of a bank with 
a “state mentality” became the special “calling card” of yet another par- 
ticipant in the bank war, Potanin, at the moment he entered the public 
arena. 

The government’s loss of political autonomy 

According to the official version, the dismissal of the Chernomyrdin 
government in March 1998 was meant to create favorable political con- 
ditions for a new economic course. One stated reason for the dismissal, 
put out by Nemtsov, was the desire to free the government of its obliga- 
tions to the business elite. However, the main reason was Yeltsin’s de- 
sire to destroy the new center of influence that had evolved from the 
gradual concentration of a considerable number of regional leaders and 
elite businessmen around Chernomyrdin. 

The change of government had major political consequences. First, 
there was a redistribution of political influence in the business elite. The 
“losers” included most of the big business groups that had been close to 
the preceding government. Gazprom’s political position weakened. Steps 
taken by the firm during this period indicate its preparation for life in a 
cruel, aggressive environment. This was attested by new financial alli- 
ances (including Inkombank, at the periphery of the business elite), the 
institutionalization of relationships with commercial banks (through the 
creation of a special council), and an attempt to “divert” public funds 
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(through the acquisition of S. Zverev, chiefpolitical manager of the Most 
Group, as head of the Gazprom “public relations” system). 

Berezovsky’s system of political contacts was undermined from the 
start; he had opposed the new government from the very beginning (sup- 
posedly he had his own candidate for prime minister, Ivan Rybkin). His 
position in the business elite also weakened: IuKSI collapsed (the shell 
of the alliance between Sibneft’, controlled by Berezovsky, and IuKOS, 
a company in Khodorkovsky’s MENATEP Group). True, Berezovsky 
rapidly restored his political connect ionHy April he had already re- 
turned to state service as executive secretary of the CIS [Commonwealth 
of Independent States]. In addition, he acquired an important political 
resource by supporting Lebed during the gubernatorial elections in 
Krasnoiarsk Krai. 

Potanin, until recently a political outsider, was one of the “winners.” 
He succeeded in maintaining his alliance with Chubais and the Alfa 
Group (Potanin described this in his interview to the [Milan] newspaper 
La Stampa) [20]. When the new government was formed, each member 
of this alliance was able to increase its political weight. Chubais became 
head of EES, making him one of the most important representatives of 
the business elite. Potanin restored his close ties with the government, 
lost after his dismissal as deputy prime minister and the events that fol- 
lowed (the bank war and the dismissal of Chubais’s team from the gov- 
ernment), and Alfa took steps to transform itself into a “media magnate.” 

Of the financial groups that had been close to the Chernomyrdin govern- 
ment, only Khodorkovsky succeeded in maintaining, even strengthen- 
ing, his ties to the new government. His “top managers” and people 
close to them entered the new government: These included the head of a 
partnership insurance company, M. Zurabov (whose brother, A. Zurabov, 
is president of MENATEP), as first deputy minister of public health; S. 
Generalov, vice-president of IuKSI, became fuel and energy minister. 
In addition, the first of MENAEP’s “emissaries” to the government, S. 
Novikov (a financial officer at IuKSI), left his post as deputy fuel and 
energy minister to take a new job as chairman of the State Committee 
on Reserves. 

In addition, Iurii Luzhkov’s Moscow Group, which received finan- 
cial support from Sistema and the Moscow Bank, strengthened its posi- 
tion. This alliance between politics and business was distinguished by 
its greater internal cohesion, not least because, unlike the federal au- 
thorities, the Moscow authorities confined its relations with large capital 
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within the bounds of rigid patronage. The Moscow Group was on the 
same level as big business and continued to accumulate financial and 
personnel resources. Traditionally, new personnel have been drawn from 
federal institutions (A. Bochin and S. Tarpishchev were joined by the 
recent retirees E. Basin, former minister of construction; V. Laflltkin, former 
head of the Federal Television and Radio Service; and A. Kotelkin, former 
head of the state [defense] firm Rosvooruzhenie). 

The balance of forces between the central authorities and the elite 
(including big business) changed considerably. The Kirienko govern- 
ment, emphatically apolitical and technocratic, asserted the principle of 
“equal distance” from all groups in its relations with big business. In 
fact, it simply lost the ability to act as mediator and coordinator. The 
government’s loss of political autonomy considerably weakened its abil- 
ity to cultivate relationships with the leaders of big business. 

As subsequent events showed, changing the cabinet politically weak- 
ened not only the government but the president as well. This became 
quite obvious after the truce between the government and big business 
leaders collapsed. 

Attempts to institutionalize relations 

With time, the financial crisis forced the leadership of the executive 
branch and the business elite to come to terms. In early June 1998 Yeltsin 
and Kirienko held a meeting with “ten” leading Russian businessmen. 
As a result, the businessmen at the meeting signed an “address” ex- 
pressing their support for “all reasonable steps” the government might 
take to overcome the financial crisis. Big business and the regime signed 
a “truce.” 

A series of informal consultations followed in which the government 
and the business elite sought a way out of the financial crisis. At the 
businessmen’s suggestion Chubais came back into the executive branch 
as the president’s special representative to negotiate with international 
financial organizations. Finally, an attempt was made to institutionalize 
relations between the government and Russian big business. This led to 
the idea of forming a “Council of Economic Interaction”4he CEI. The 
organizational chart of the CEI brought the participants into closer con- 
tact than ever before.6 

However, cooperation between the government and big business did 
not last long. The CEI supported the Potanin and Fridman groups, which 
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had been close to the Kirienko government from the outset. This made it 
possible for these groups to cement their influence on the government 
through institutions, which was opposed by Berezovsky, Gusinsky, and 
(indirectly) Smolenskii. The new advisory body was promptly labeled a 
“parallel government” (E. Kiselev was among the first to present the 
idea of a “parallel government” on NTV [Independent Television]). The 
government, politically weak, feared the prospect of further decline of 
its independence. Nemtsov, afraid of dismissal, which was demanded 
by some big businessmen, came out against the institutionalization of 
consultations with big business. The CEI died on the drawing board. 

Escalation of the conflict 

After rejecting the idea of the CEI, the government was reorganized to 
secure loans from the international financial organizations and to pro- 
vide for better tax collection, the main resources available for getting 
out of the financial crisis and keeping a lid on the social crisis. The 
government decided to adopt a “tough” line toward big capital. The public 
attack on Gazprom “marked” the change. Besides solving purely fiscal 
problems, the government’s behavior reflected the desire to “build” a 
natural monopoly and by this example show the business elite “who’s 
boss.” 

The business elite reacted by reinstituting the “business rebellion” 
begun in April 1998 and temporarily suspended during the short-lived 
“union with the government.” Gusinsky openly distanced himself from 
the Kirienko government. He spoke publically about his rejection of the 
CEI idea at the meeting between the “ten” and Yeltsin. The media under 
his control actively criticized the government’s policies. Berezovsky 
resumed his “offensive” against Chubais, the purpose of which was to 
neutralize the political dividends Chubais reaped for securing a stabiliz- 
ing loan from the IMF. Leading oil companies also joined the “business 
rebellion.” 

Then came the publication of “The Address of Leaders of the Oil and 
Gas Companies to the President and Government of Russia”-signed 
by IuKOS, Sibneft’, SIDANKO, Surgutneftegaz, LUKOil, TNK, 
Gazprom, and VNK-curt in tone and leaning toward the political op- 
position. The group of eight companies that signed the “Oil Address” 
was led by signatories to the first appeal (the “truce”): M. Khodorkovsky, 
V. Alekperov, V. Potanin, V. Bogdanov. M. Fridman, and R. Viakhirev. 
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But their intervention, which was poorly organized, did not achieve its 
aim. After the publication of the “Address to the President and the Gov- 
ernment”most of the companies distanced themselves from it in a number 
of ways: Gazprom, SIDANKO, and TNK renounced it outright. IuKOS 
and Sibneft’ took a vague position, declaring themselves unable to say 
whether they supported the “Oil Address” or not. The leading oil com- 
panies proved incapable of acting as a united front. 

Only Potanin and Fridman, who had originally supported the Kirienko 
government, remained outside the “business rebellion.” Khodorkovsky 
remained in active opposition to the government. 

But the main result of the renewed strain between the political and 
economic elites was an escalation of the conflict: a year after the strug- 
gle against the “young reformers” the business elite began exerting po- 
litical pressure on the president. The long-term political consequences 
of the dismissal of Chernomyrdin’s government were fully making them- 
selves felt. An operation designed to redistribute political weight within 
the executive branch to benefit the presidential structures had had the 
opposite result. 

Even under the Chernomyrdin government, Yeltsin, in an attempt to 
support the prime minister, abandoned his role of arbiter in favor of 
direct involvement with the State Duma, the Federation Council, and 
the political elite. This grew out of the architecture of negotiations (“round 
tables’’ and meetings of the “big four,” in which he participated directly) 
[22]. The government of the technocrat Kirienko, deprived of political 
support, demanded that the president play an even more direct role in 
the political struggle. The president found himself in the “line of fire”- 
that is, in the role of responsible party and recipient of claims. 

The breakdown of the informal system of relations created by the 
former prime minister, a system that invested the central govern- 
ment with the functions of arbiter and coordinator, upset the equi- 
librium in the state’s relations with the business elite. From an 
amorphous and unorganized conglomerate of conflicting interests 
the heads of big business were transformed into a poorly controlled 
partner of the central government, with its own “views” on how to 
reorganize that government. 

Claims on the president had been accumulating within the business 
elite for a long time. Yeltsin’s illness (which began in late 1996, only a 
few months after the presidential elections) marked the de facto resump- 
tion of the anti-president campaign, which has gone on without pause 
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ever since. During this period the president had to interrupt his active 
political life at least twice. This raised doubts as to whether Yeltsin could 
run for a third term. 

Berezovsky first aired such doubts just before Chernomyrdin’s dis- 
missal at the end of March. By the middle of the summer of 1998 we 
began to see more and more reports, as well as direct evidence, that the 
business elite was beginning to exert pressure on the president and his 
immediate entourage. Their goal was to urge Yeltsin to give up the idea 
of running for a third term? 

There is some evidence that there were at least three plans for divest- 
ing President Yeltsin of his powers before the end of his term. Two pro- 
posed that Yeltsin renounce his candidacy for 2000, to be followed by 
his resignation and early presidential elections. One indicated a key role 
for a “Provisional State Council,” formed on the basis of corporate rep- 
resentation, in preparing early e lec t ionwot  only presidential but par- 
liamentary-while the other recommended a change of prime minister 
followed by Yeltsin’s resignation. The cornerstone of the third was con- 
stitutional reform directed toward redistributing the president’s powers 
to the benefit of the government and the State Duma, together with dras- 
tic restrictions on or the complete abolition of the system of local self- 
government. 

Berezovsky was often held to be the author of the first plan (but only 
if one views the plan as a tactical maneuver aimed at facilitating adop- 
tion of the second plan).8 Berezovsky, “the spearhead of the attack’- 
together with Smolenskii, Viakhirev, and Alekperov, who “for various 
reasons had moved closer to him”-were also thought to support the 
second plan. The third plan was attributed to Gusinsky and Khodorkovsky 
[24, pp. 9-13]. 

Relations between the business elite and the national leadership have 
become appreciably more strained (the new rapprochement between the 
government and the business elite, which followed the “fall of the ru- 
ble” in mid-August [ 19981 and was expressed in the creation of a “pay- 
ment pool” by twelve leading banks with the support of the Central 
Bank, was an emergency measure and hence could not be considered 
stable). But it would be wrong to say that this increased strain was caused 
by the involvement of “rebellious oligarchs” or Yeltsin’s “unelectability.” 
Rather, these problems are a symptom of a much more widespread ma- 
laise affecting the political regime’s relationship with the elite and the 
public at large. This is essentially a crisis of Russian postcommunism. 
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“Who governs?”: elite and society at the 
political base of the regime 

From the very beginning, support for the postcommunist regime among 
elite groups was kndamentally heterogenous. When the political re- 
gime was formed, it was based on a coalition of upwardly mobile groups 
located at the periphery of the elite of the preceding communist r e g i m e  
the democratic intelligentsia and the lower levels of the nomenklatura 
(primarily the nomenklatura of the soviets and the economy). These 
became the basis of the elites of the new “regime” and were genetically 
linked to the new government [25]. Nonetheless, the regime’s political 
base among elite groups remained narrow and vulnerable. Most of the 
e l i t e i n  the military, the administration, the economy, culture, and sci- 
ence-were holdovers from the previous political regime. Over the long 
term this situation threatened the new government with isolation and 
instability. 

For many reasons, the new government urgently needed to strengthen 
its ties with the elite. These reasons included the regime’s origins in the 
elite, the “natural monopoly” that the old elites had on the administra- 
tion, the lack of a social “counterweight” to the elite in the form of 
strong “pro-regime” parties and a well-developed civil society, and the 
institutional weakness of the new state machinery. In using elite groups 
to build its political base, the regime confronted a dual problem: it tried to 
attract elite support without becoming the elite’s “hostage.” To a large 
extent, it succeeded. The regime expanded its elite political base con- 
siderably by including groups in part or as exceptions and later integrat- 
ing them. These groups included the elite of the army and special services, 
the directors’ corps, the agrarian elite, and the traditional scientific and 
cultural elite. 

Essentially, the loyalty of the old elites was “bought” by raising their 
status, increasing their privileges and benefits, and granting them the 
opportunity to engage in business. Sometimes the “purchase of loyalty” 
required the abandonment of modernization and direct subsidies to out- 
dated structures, institutions, and sectors in which the old elite was en- 
trenched. As a rule, this went hand in hand with complicity in the illegal 
actions and corruption of these elite groups (the state bureaucracy, the 
army, the directors’ corps, and the agrarian elite). The support of the old 
elite cost much more than the “regime elite,” and it remained much less 
integrated. 
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The regime’s strategy for expanding its political base was not the 
only factor that altered the configuration of elite space. Another factor 
was the intermediate results of the recent economic and political re- 
forms. This period saw the emergence of new elites genetically linked 
to the regime. A new economic elite and a new regional elite appeared 
and consolidated their power after the gubernatorial elections of 1996- 
97. The regime also t ied  to establish normal relations with peripheral 
elites (governors with ties to opposition forces, certain leaders of the 
LDPR [Liberal Democratic Party of Russia], and groups sympathetic to 
Lebed), including the counter-elite (a moderate group within the CPRF 
[Communist Party of the Russian Federation] faction in the State Duma). 
Although ideologically hostile to the regime, the CPRF owed its posi- 
tion to institutions that were component parts of that r e g i m e a  legal 
political party, elections, a faction in the State Duma, and leadership of 
regional legislative and executive branches of government. 

The postcommunist regime succeeded in establishing a base among 
the elite. Continuity proved to be extremely high, if variable, in all elite 
groups [26, pp. 151-551. However, the other side of this expansion of 
the political base was the crisis caused by the regime’s growing inabil- 
ity to “digest” the various elite groups that entered its political field. 

First, the social costs of integrating the old elite were exorbitant. The 
structures, institutions, and sectors that served as their base were distin- 
guished by poor productivity, which reduced the overall effectiveness 
of state power and were genetically incompatible with the political re- 
gime. The result of their activities was a growing tension in relations 
between the regime and society. Graphic confirmation of this can be 
found in the financial burden placed on the budget by the unreformed 
sectors of the economy, the nonpayments crisis, social problems in the 
army, corruption, and crime. The problems caused by the helplessness 
and irresponsibility of the old elite had already alienated a considerable 
segment of the regime’s social base during the period following the 1996 
presidential elections. 

Second, the failure to build relations with the business elite and the 
regional leaders became an independent problem. In the latter case, the 
problem was created by the destruction of the “vertical hierarchy of the 
executive branch,” a result of the round of gubernatorial elections in 
1996-97 [27, pp. 10-611. In this, as in relations with the business elite, 
the hierarchy succumbed to de-subordination (although on a more lim- 
ited scale). 
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All these factors together gave rise to a dual crisis-in the regime’s 
elite political base and in its relations with society as a whole. For all 
practical purposes, the coalition of elites on which the regime depended 
fell apart. The core of the central government’s political base became 
less secure. Relations with society at large then fell victim to this course 
of expanding the regime’s political base among the elite as much as 
possible. The political regime acquired distinct “oligarchic” features. It 
was marked by a high degree of “openness” toward new and old elite 
groups even as it “closed the doors” to society as a whole, concentrating 
key political resources (power, property, influence on public opinion) in 
the hands of a narrow ruling stratum. This fragmented the central gov- 
ernment and diminished its authority and competence. 

From the very beginning, leading groups of the postcommunist re- 
gime displayed a tendency to “close,” and this was manifested in vari- 
ous ways (first came the idea of screening, then proposals for canceling 
the elections and the attempt to place private enterprise under adminis- 
trative control, as well as increased pressure against freedom of the press). 
Antidemocratic attitudes and “social-Darwinist” sentiments predomi- 
nated among elite groups. 

As one Russian sociologist put it, “the most influential group in soci- 
ety, managers, may be recognized by the following attributes: their posi- 
tive attitude toward a regime based on personal power, their desire to 
reduce social guarantees for ordinary people, and their support of the 
elite. Altogether, these indicate social egoism and antipopular sentiments 
(e.g., their willingness to delay wages while paying themselves high 
salaries and their pathological love of luxury, villas, and foreign brands). 
Although any individual manager may be a democratic humanist, a con- 
cerned manager, or a popularly elected deputy, as a group they consti- 
tute a social force that is destroying the young democracy only now 
being created in this country” [28, p. 201. 

The “closed society” of the new elite indicates that its tendency to- 
ward group self-affirmation continues to take precedence over its abil- 
ity to assume the political leadership of society (hegemony). At the same 
time, the high degree of “openness” to elite groups carries a danger of 
“infecting” the postcommunist regime with ideas and sentiments that 
are by and large hostile to its original democratic identity. 

This original identity helped to overcome the “closed” tendency im- 
posed by the new elite on the political regime. Private enterprise and 
democratic procedures create certain channels for integrating mass popu- 
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lation groups into the regime’s political base. However, the integrative 
potential of these channels cannot be utilized, because the social re- 
sources of mass groups are weak. Private enterprise in its present guise 
has turned out to be the domain of a minority occupying a quite isolated 
position in society. It has not become a mass social ideal. There is no 
discernible influx of new, fresh forces into private enterprise [29]. 

Among the masses, “dead-end” forms predominate as adaptations to 
the new economic reality created by radical economic change and the 
weakening of the state (“private plots”). The stabilizing influence of 
democratic procedures is also limited. It expands for a short period of time, 
then diminishes rapidly after an election. The absence of a middle class 
means that between elections public politics is limited to elite groups. 
As a result, private enterprise and democratic elections now make it 
impossible to narrow the political distance between the regime and so- 
ciety. Elite subgroups and peripheral elites have proven most successfbl 
in utilizing these channels. 

Another important consequence of the elite and society having un- 
equal “access” to the regime is the dual stratification of the political 
system. On the federal level, the system still meets the original demo- 
cratic standards, but at its “lower” levels (regional and urban) there is a 
drift in the opposite direction: freedom of speech is reduced to “connec- 
tions with the public,” and elections to plebiscites (as evidenced by vot- 
ing data from certain local elections, where the level of support for 
regional leaders approached the “Soviet mark”-for example, support 
for Luzhkov in Moscow and for Tuleev in Kemerovo Oblast). 

At the same time, the federal level of the political system, the level 
most in line with democratic standards, is now the most alienated from 
society. The regional and municipal levels are becoming progressively 
more integrated into the political system. It is they that protect the po- 
litical system from complete social polarization. At these levels, there is 
greater integration of the new social order and the political regime rep- 
resenting it. But this integration is achieved largely through non- 
democratic and nonmarket mechanisms. The best example and symbol 
of this is Luzhkov’s government in Moscow. 

Public opinion is fully aware of the regime’s “closed nature” regard- 
ing society (see Table 1). Society does not experience a rational, intelli- 
gent government presence. Many people view the state of national politics 
as disorder and powerlessness (often using the criminal term bespredel). 
The public holds back from conferring full status on the current regime 
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Table 1 
The Government’s Most Characteristic Features 
(VTslOM, Februa-arch 1998 [30]) 

Soviet government % of Present Russian % of 
of the 1970s-90s respondents government respondents 

Close to the people 
“Our own,” familiar 
Legitimate 
Bureaucratic 
Strong, stable 
Not farsighted 
Authoritative, respected 
Secretive, closed 
Fair 
Honorable. oDen 

36 
32 
32 
30 
27 
23 
21 
16 
16 
14 

Criminal, compromised 
Alienated from the people 
Inconsistent 
Weak, helpless 
Not farsighted 
Bureaucratic 
Parasitical 
Illegitimate 
Unprofessional, illiterate 
Limited. unintelliaent 

63 
41 
32 
30 
28 
22 
11 
12 
12 
11 

(even though democratic elections, one of the most powerfit1 and appro- 
priate mechanisms, is used to legitimate it). This is to the direct political 
detriment of the regime, which entered a stage of steadily declining le- 
gitimacy in the period between the elections. The resource represented 
by the new legitimacy acquired in the 1996 presidential elections was 
worn down quite rapidly, much more rapidly than anticipated in the 
Constitution. 

The “socially closed nature” of the regime gives the public the im- 
pression that the central authorities are captives of the elite and respond 
only to their demands. In most cases, there is no clear and definitive 
answer to the classic political science: “who governs?” In stable demo- 
cratic systems there is a civilized decentralization of power4he “sepa- 
ration of powers” is coupled with a society autonomous in regard to the 
state and a plurality of opinions and organized interests in society. In 
our society there are other factors that make it difficult to answer this 
question. The seat of authority is not decentralized but fragmented, which 
threatens the government with a loss of its authority and competence 
and makes it appear opaque to. its citizens. The situation is aggravated 
by the predominance of noninstitutional forms in the regime’s relation- 
ship with the elite. This, too, makes state structures seem opaque to the 
citizens and casts doubts on their legitimacy. 

Society, too, answers the question “who governs?” in the context of 
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such ideas. In a survey conducted by VTsIOM [the Russian Center for 
Public Opinion Research] in FebruaryMarch 1998, most respondents 
identified seven groups with political influence. “Criminal structures” were 
in first place, together with “bankers and financiers”; these groups 
were mentioned by 80 percent and 77 percent of the respondents. Next 
in line, but considerably further behind, were “bureaucrats”4 1 per- 
cent. Then came three privileged groups: “entrepreneurs,” “the media,” 
and “foreign businessmen.” They were viewed as having political influ- 
ence by 50 percent, 48 percent, and 47 percent of the respondents. The 
survey also recorded a high level of dissatisfaction with the new system 
of distribution of political resources. Most respondents would like to 
“overturn” [perevernyt’, as in a revolution or coup] the pyramid of in- 
fluence, giving first place to groups that at present are least likely to 
exert political influence (the intelligentsia, the trade unions) [3 1, p. 71. 

The survey also revealed another instructive point: attempts to sepa- 
rate the new establishment into “clean” (the political elite) and “un- 
clean” (managers of big business) groups by declaring the latter an 
“oligarchy” were unsuccessful. The public does not separate the busi- 
ness elite from the rest of the ruling stratum (especially from federal 
bureaucrats). The majority sees financiers and officials as part of the 
new ruling stratum, which is tainted by its close proximity to criminal 
structures. When, in a recent survey, the Public Opinion Foundation tried 
to determine “Who are the oligarchs?” 64 percent of the respondents had 
difficulty in formulating an opinion. Another 25 percent produced fifty- 
one names of people whom they considered oligarchs but could not agree 
on the criteria. 

Thirty-seven percent of the “informed” respondents linked the “oli- 
garchy” to money, and 18 percent linked it to the union of capital and 
power. At the same time, many informed respondents equated the term 
“oligarchy” not with money but with power itself (“an oligarch is some- 
one who rules as he likes”; “a small group of intelligent people who 
have concentrated all forms of power in their hands”; “the entire re- 
gime, from Yeltsin to the municipal districts’’; “a pyramid topped by 
someone like Stalin or Tamerlane.” 

Thus, not only bankers and industrialists but also political figures are 
regarded as “oligarchs.” Berezovsky was mentioned most frequently 
(23 percent of the respondents), followed closely by Chubais (18 
percent) and Chernomyrdin (17 percent). Yeltsin was also “written in” 
(8 percent). Nemtsov, the initiator of the “anti-oligarch crusade,” is in- 
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distinguishable from well-known representatives of the business elite 
when it comes to public opinion. Nemtsov was named an oligarch as 
often as Viakhirev, Bryntsalov, Gusinsky, and Potanin (4 percent each) 
[32,33]. 

The idea of “oligarchy,” incautiously raised to the level of a political 
issue as a result of conflict within the new establishment, could become 
a cruel joke affecting the regime’s destiny. The image of “oligarchy” 
embraces all the negative aspects of the current regim-lose ties be- 
tween government and big money and the selfishness of the ruling stra- 
tum, its closed and amorphous nature, its incompetence and impotence. 
The idea of “oligarchy” has broad public resonance, but the results are 
by no means those that the initiators of the “anti-oligarch campaign” 
expected. 

The “oligarchy” label applies to the “young reformers” and other rep- 
resentatives of the political elite as much as to the business elite against 
which it was directed. If the public begins to see this, rather than democ- 
racy, as a synonym for the entire ruling stratum, it could destroy Rus- 
sian postcommunism. The 2000 elections can only confirm this. 

The year 2000 and the problems of the “party in power”: 
three scenarios 

The ruling stratum of Russia’s postcommunist social order has not yet 
been consolidated into an indivisible whole and still lacks a permanent 
name. One of the most successful appellations, proposed by G. 
Diligenskii, is a “bureaucratic polyarchy” (in its full version, a “corpo- 
rate-bureaucratic polyarchy”) [34, p. 5-81. This definition differs from 
preceding ones by being more rigorous and more meaningful. If we 
were dealing with a relatively stable social entity, we might agree with 
him. But his definition is too restrictive to apply to a process that is not 
yet complete. 

We still have no full-fledged “corporation.” This does not exclude 
the “corporation of officials,” which is split into clans and cliques, has 
no unified group consciousness, is subjected to commercialization of 
varying degrees, and can be considered a “corporation” only with sub- 
stantial reservations. Moreover, it does not take into account the pres- 
ence not only of business values but also of the business elite itself in 
the ruling stratum. 

Similarly, it is still rather premature to look for rigorous terms to 
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designate the ruling stratum and Russian postcommunism in general. A 
“corporatAureaucratic polyarchy” represents only one principal trend 
of Russia’s present social order. Others of significance include 
“oligarchization” and democratization. It is conceivable that the politi- 
cal prospects of Russian postcommunism will be determined by the strug- 
gle among these three tendencies during the next few years. 

There are three possible scenarios of future events, each based on one 
of the above three tendencies. 

The first scenario is oligarchic consolidation. This political formula 
would mean greater autonomy for the elite under a weak state, accom- 
panied by the “super-elite’s” loss of its key position and a broader incor- 
poration of business values and the business elite into the ruling stratum. 
The central government would become dependent on the elite that it 
itself promoted. This could lead to an unstable regime, which, depend- 
ing on circumstances, would lean toward either the second or the third 
scenario. But the chances that this scenario will be realized in practice are 
very small. The considerable inability of elite groups to agree among them- 
selves is a serious obstacle to their chances of putting forth a “single candi- 
date.” A leader with limited independence would be more acceptable to 
the different elite groups but would have less chance of being elected. 

The second scenario is state capitalism (or bureaucratic consolida- 
tion). The political formula of this scenario is the restoration of the hier- 
archical principle and the suppression of pluralism among the elite. 
Bureaucratic consolidation would make it possible to limit oligarchic 
tendencies for a time. The state’s alliance with the banking elite, which 
followed the collapse of the ruble in mid-August 1998, was a step on the 
path toward absorbing the business elite into the government and brought 
the prospect of bureaucratic consolidation appreciably closer. It would 
not, however, eliminate the tensions within the new establishment, 
whereas it would mean the destruction of any vestiges of a democratic 
environment. This version is de facto an authoritarian scenario. 

The third and final scenario is democratic consolidation. It has been 
the custom recently to disregard this scenario. But the circumstances 
that would make it possible still exist. These are the original democratic 
identity of the present political regime, the high symbolic value placed 
on “elections” (paradoxically combined with the voters’ own poor as- 
sessment of their potential), and the fact that democracy in a fragmented 
society is more capable of performing regulatory functions than is an 
oligarchy or a bureaucracy. But most important, there is the vested in- 
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terest of the political leadership, for whom broad democratic legitimi- 
zation, all its present limitations notwithstanding, provides a source of 
autonomy in its relations with elite groups. The “super-elite” has more 
interest than others in a periodic renewal of its direct ties with society 
through democratic elections. 

The political formula of “democratic consolidation” favors strong 
government and autonomous elites. The realization of this scenario de- 
pends directly on the regime’s ability to shed, at least partially, its “oli- 
garchic features.” This in turn will make for a strong state power and 
will restrict the exorbitant selfishness of the elite, even as the products 
of a market-oriented and democratic transformation of pluralism and 
autonomy are retained. 

In an unstructured society, with elites that exist independently of the 
regime, only political institutionalization can be the basis of “demo- 
cratic consolidation.” This requires the institutionalization of, above all, 
the state structures themselves, by defining rational “limits of the state” 
in respect to the economy. This will then make it possible to strengthen 
the “historical basis” of the state-ensuring “law and order.” In rela- 
tions with the elites, institutionalization will aid the transition from a 
continual alternation of “complicity” and conflict to clear “rules of the 
game.” Reliance on institutions will help the “super-elite” to safeguard 
its key position in the system of power, make it viable, and make the 
political organization of society “transparent” and legitimate. The crea- 
tion of a network of normal political institutions will make it possible to 
advance the practices of democracy from their state of “disorder,” which 
has been their hallmark since the disintegration of totalitarian structures 
(Iu. Levada), to a stage of organization. 

Notes 

1. At the same time, the experience of elections in single-mandate districts shows 
that the prevalence of negative images of businessmen making claims to political 
status cannot be taken for granted. For more details, see [6]. 

2. On the initial period of the postcommunist Russian regime’s relationship 
with business, see [2, pp. 17-22]. 

3. A patron-client relationship between the administration and society in Rus- 
sia is not new. Its evolution and present state is thoroughly analyzed in [9]. 

4. On the role that elections and cooperation with the administration during 
election campaigns play in the establishment of oligarchy, see [lo]. 

5. For more details on how the “merger crisis” and the tensions resulting from 
the “new course” affected the state’s relationship with business, see [ 14, pp. 24-29]. 
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6. On previous attempts at cooperation, see [2 1, p. 51. 
7. This is sufficiently confirmed by the headlines of certain articles that ap- 

peared in June-August 1998 in publications controlled by both sides taking part in 
the conflict: “Boris, You’re Wrong” (ProJl’, 15 June 1998); “Will the Crisis End in 
a Coup?” (Nezavisimaia gazeta, 7 July 1998); “The ‘Oligarchs’ Against the Presi- 
dent” (Izvestiia, 9 July 1998); “The Issue of Power: We Must Think Not About 
Personalities but About the Mechanism” (Nezavisimaia gazeta, 10 July 1998); 
“Berezovsky Has Revealed His Plans, Yeltsin Will Bury Them” (Kommersant-Daily, 
11 July 1998); “President on the Side of the Road” (Kommersant-vlast’, 14 July 
1998); “He Will Stay Until the End” (Kommersant-Daily, 15 July 1998); “Will Boris 
Yeltsin’s Leave of Absence Not End in His Dismissal?” (ProJl’, 20 July 1998); 
“Seizure of Power: Boris Yeltsin Demonstrates His Competence by All Available 
Means” (Ekspert, 20 July 1998); “Meeting the September Coup Halfway: The Im- 
peachment of the President Is Delayed Until the Fall” (Kommersant-vlast ‘, 2 1 July 
1998); and “The People Were Told Not to Get Off Their Knees: The Information 
War Is the Precursor of Civil War” (Izvesliia, 5 August 1998). 

8. V. Tret’iakov, editor in chief of Nezavisimaia gazeta, energetically champi- 
ons Berezovsky’s participation [23]. 
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