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Series Editors' Foreword

The Ambivalence of Power in the Twenty-First-Century Economy: Cases from
Russia and beyond explores the emerging grey zones between power and
economy in modern state-led capitalism from the perspective of
ambivalence. Ambivalence here has become embedded in social roles,
relations and norms that produce oscillating behaviour; and while
ambivalence could be minimized or temporarily resolved, it can never be
completely eliminated. The increasing complexity of the contemporary
world requires adequate conceptual tools to capture these complex
contexts and to shift the focus of enquiry from static social structures to
the social processes of their perpetual change. At the same time,
ambivalent practices, many of which are informal, fill crucial gaps that
enable the reproduction of power regimes and maintain their legitimacy.

This is the first volume in a sequence within the FRINGE series
focused predominantly on Russia, but it also complements earlier volumes
in the series on Russian literary diaspora, migrants, peripheries and
prisons. The volume will be of interest not only to readers interested in
Russia but also to those seeking innovative methodologies for working
complexity and ambivalence into the analysis of power.
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Preface
Ambivalence: practices, patterns and
particles of power

Alena Ledeneva

Ambivalence is a key dimension of complexity. Coined by the Swiss
psychiatrist Eugen Bleuler around 1910, the concept of Ambivalenz has
entered the Oxford English Dictionary as ‘the coexistence in one person of
profoundly opposing emotions, beliefs, attitudes, or urges (such as love
and hate, or attraction and repulsion) towards a person or thing’.

In its sociological sense, ambivalence is defined by Robert Merton,
and refers to incompatible normative expectations of attitudes, beliefs
and behaviour. He gives the example of a doctor who must be both partial
and impartial towards a patient. The incompatibility derives from a
certain status and the constraints that social structures generate on the
holder of that status (Merton 1976, 6-7). Merton’s analysis of sociological
ambivalence stems from the ethnographic observations of manifest and
latent functions by Bronislaw Malinowski and from Pitirim Sorokin’s
argument that actual social relations are only predominantly of one type
or another, rather than comprising pure types, or ideal types in Max
Weber’s terms. Merton concludes, ‘[i]t is precisely the matter of not
confining our attention to the dominant attributes of a role or social
relation that directs us to the function and structure of sociological
ambivalence’ (1976, 16). The process of looking into the fringes of the
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power interface between politics and economics in this volume is thus
well grounded in sociological thought.

Sociological ambivalence is an outcome of the contradictory
demands made of the bearers of a status in a particular social relationship.
Since clashing norms cannot be simultaneously expressed in behaviour,
they come to be expressed in an oscillation of behaviours: ‘of detachment
and compassion, of discipline and permissiveness, of personal and
impersonal treatment’ (Merton 1976, 8). Merton points out that many
professions, such as managers and academics, are characterized by the
oscillating occurrence of compassion, permissiveness and preferential
treatment on the one hand, and of detachment, discipline and impersonal
treatment on the other. Merton’s principles of ambivalence,
operationalized as clashing attitudes or oscillating behaviours, remain
essential to the understanding of the working of power and
governmentality, or practices through which subjects are governed.

In the context of modernity, ambivalence is associated with
fragmentation and failure of manageability, in other words, the blind
spots of power. Zygmunt Bauman defines ambivalence as the possibility
of assigning an object or an event to more than one category and views it
as a language-specific disorder. The main symptom of disorder is the
acute discomfort we feel when we are unable to read the situation
properly and to choose between alternative actions (Bauman 1990; 1991,
1, 12). The experimental findings of the University of Amsterdam
Uncertainty Lab have found that those unable to cope with clashing
constraints quite literally ‘sweated over their decision’ to settle on a view
(Leslie 2013).

Bauman lists ambivalence among ‘the tropes of the “other” of order:
ambiguity, uncertainty, unpredictability, illogicality, irrationality, and
ambivalence, brought about by modernity with its desire to organise and
to design’ (Bauman 1991, 7). In this sense, ambivalence is the opposite of
order, thus implying disorder or resistance. In my view, ambivalence can
be singled out from Bauman’s list for its polarity and oscillating pattern
(both order and disorder). In other words, ambivalence defines situations
of coexisting theses and antitheses, without certainty of their synthesis,
yet without uncertainty as to what the coexisting categories, attitudes
and beliefs are. In a physical world, the bipolar pattern of breathing is
taken for granted and considered certain, the tripolar state of water (gas,
liquid and solid) transforming in particular contexts is predictable and
the qualities of semiconductors have been put to use. In social psychology,
ambivalence patterns are less predictable and often associated with
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XXii

ambiguity, which might be a step too far if we want to focus on the
ambivalence of power.

To distinguish between ambivalence and ambiguity, I would
emphasise that the concept of sociological ambivalence is more finite in
its polarity, a bi-, tri- or multipolar in contrast to ambiguity. There is little
uncertainty as to what the alternatives are (theses and antitheses are
clearly defined), and the uncertainty is created by context that highlights
one of the possibilities. Despite the analytical clarity of the poles, the
complexity of ambivalence rests on the varying degrees of uncertainty in
the enacted relationships, norms, behaviours or motives, revealed in a
particular context, by a particular practitioner, and an interpretation by
the observer.

Ambivalence is not the same as duplicity, a deliberate deceptiveness
in behaviour or speech, or intentional double-crossing. The shortest
formula for understanding ambivalence is ‘theses, antitheses, no
synthesis’. The opposites are known, but the outcome of their conflicting
tension is non-convergent. The oscillating pattern is not predictable
outside a particular context and cannot be assessed probabilistically.

In his book Einstein’s Dice and Schrodinger’s Cat, Paul Halpern
explains the work of the two Nobel laureates recognized for their
foundational work in the earliest days of quantum mechanics in 1921 and
1933. Each of them had a strong philosophical interest that shaped their
worldview. Einstein favoured the work of Spinoza, while Schrédinger had
an affinity with Schopenhauer and dabbled in Eastern mysticism. Such
influences made them averse to the probabilistic nature of quantum
mechanics, despite its stunning experimental success. Einstein famously
declared that God ‘does not play dice’, which prompted Niels Bohr to
retort: ‘Stop telling God what to do!’

In quantum mechanics, a quantum particle exists in an ambivalent
state, but only as long as it is not observed. The moment it is subjected to
a measurement, its ambivalence is resolved, and the particle no longer
exists in a state of superposition: it takes on a definite modality. The
quantum theory cannot predict with certainty which modality the particle
will take on upon measurement; it is done based on probability. But the
probabilistic nature of quantum mechanics (which Einstein objected to)
is a limitation of the theory, not necessarily of the physical world.

Schrodinger invented the cat paradox to support Einstein’s criticism
of the probabilistic interpretation of quantum mechanics. Schrédinger’s
cat can be both dead and alive. The idea of the quantum superposition of
contrasting states is an interpretation of the solutions of Schrédinger’s
equation, known as the Copenhagen interpretation, promoted by Niels
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Bohr. Although not to Schrodinger’s liking, the quantum superposition
principle is now generally accepted by physicists. The science of it is
complex, but the social world is no less complicated. In social research,
objects have a conscious power to resolve the superposition in a fit-to-
purpose mode, to reserve a right to remain in two minds or to exercise an
(ir)rational choice of being dead.

The ambivalence of power is best grasped by the paradoxes it
creates, such as the supporting role of subversive practices in the workings
of institutions as in the case of the role of hackers in advancing
cybersecurity. In the opening volume of the FRINGE series, The Global
Encyclopaedia of Informality, the data set of hard-to-categorize social
practices, in all their richness and complexity, points to the conflicting
constraints and differing similarities in the four modes of human
interaction — redistribution, solidarity, market and domination. The
analysis reveals four patterns of ambivalence in the workings of
doublethink, double standards, double deed and double incentives
(Ledeneva et al. 2018). Like quantum particles, informal practices exist
in two modalities at once, resolved at the point of observation: informal
practices are one thing for insiders and another for outsiders. The ‘theses,
antitheses, no synthesis’ formula can be resolved pragmatically in a
particular context (defined as either a thesis or an antithesis) for the
observers, but it does not eliminate the state of superposition, or
no-synthesis, for the participants, even if/when they pragmatically settle.
The switching of the participant—observer perspective in itself opens up
numerous dimensions and invites multiple interpretations of power, as
illustrated by the volume at hand. The ambivalence of power embraces
cases where clear categorizations of ‘either/or’ and observations of
alternative choices are not possible, and the observers of the context have
to deal with the superpositions of the ‘both’ or ‘neither/nor’ modality.

The typology of social and cultural ambivalence suggested in the
first two volumes of the Encyclopaedia includes four types of paradoxical
superpositions: doublethink (illogical logic), dual utility (the functionality
of the dysfunctional and the reverse), double standards (normative
relativity for ‘us’ and ‘them’) and double motive (resolving the tensions of
public and private constraints).

To identify universal patterns and yet preserve the context that
helps differentiate the modes of human interaction and modalities of our
perception of it has been a paradoxical yet effective tool in dealing with
ambivalence. This approach, as well as the types of ambivalence —
substantive, normative, functional and motivational — will be useful for
readers of the Ambivalence of Power volume. The editors and authors of
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the volume have done their utmost to preserve a focus on the pattern of
ambivalence while embracing the key contexts that account for the
elusiveness of power and its misrecognized scripts, overlooked in
research, education and policy while also constituting know-how and a
widely shared open secret in society.

The increasing complexity of the world poses new challenges in the
information age with its artificial intelligence algorithms. The volume
masters different perspectives, navigates multiple moralities, embraces
multiple identities and delves into the grey areas and blurred crossings
between politics and economics. Russia has been a great natural
laboratory for studying this complexity, of which the cases in this volume
provide numerous instances. Comparative perspectives that go beyond
Russia, driven by testing the patterns of ambivalence across geographical
borders, sectors of the economy and levels of analysis, strengthen the
findings further. An understanding of power is especially difficult as it
requires expertise across disciplines and area studies.

In his 1948 article ‘Science and complexity’, Warren Weaver stated
that ‘an open learning environment would need to be created, where
students could be introduced to new and innovative notions of complexity,
critical thinking, data visualization and modeling, as well as the
challenges of mixed-methods, interdisciplinary teamwork, global
complexity, and big data! In short, the social sciences would need to be
“opened-up”’ (cited in Castellani 2014). The social sciences have yet to
develop methodologies that capture the ways ambivalence penetrates, if
not determines, our lives to perfect mixed-methods and to institutionalize
cross-disciplinary teams, to talk across intellectual boundaries and,
ultimately, to accept the limitations of our expertise.

It is possible to overcome the fragmentation of knowledge and
compartmentalization of science through a ‘network expertise’ of
scholars: what one can no longer do individually, a cross-disciplinary
team can. In the vein of the open social sciences, the Laboratory for
Studies in Economic Sociology at the Higher School of Economics,
Moscow, has been an island of success — a platform for community
outreach, a weekly forum for critical thinking and a hub for wider
academic cooperation and research teamwork. By acknowledging that
concepts of power in social and political theory are a pluralistic set of
relations, the authors explore a range of rich case studies into power
struggles around resource curse, agribusiness, counterfeit, artificial
intelligence and informal digital labour market, fashion, healthcare,
consumption, entrepreneurship and environmental concerns in Russia.
The included cases point to a number of significant imbalances, and also
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responses, that have not yet received sufficient attention in contemporary
scholarship. This volume marks the 15th anniversary of the lab.
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Introduction

Zoya Kotelnikova and Vadim Radaev

How are power and economy interrelated in modern state capitalism, and
why does their association contain a great deal of ambivalence? These are
the major questions addressed in this book. Let us start with three
different cases.

An authoritarian state controls immense resources and exercises its
power at different levels of the economy. Such a state imposes effective
restrictions over the activity of any counteracting interest groups and is
therefore able to implement large-scale centralized reforms in the
economy. However, it uses its almost monopolistic power and consolidated
resources to maintain an existing order and avoid any serious
transformations. Such policy aimed at strengthening the authoritarian
power produces controversial results, undermining the economic
foundations of the state in the future.

A global producer of consumer goods uses its significant economic
power to exercise the rules of the game and promote its exclusive brands
in the emerging consumer markets. As these brands grow popular, they
become subject to counterfeiting. When the global producer starts
protecting its intellectual property rights, the company is confronted with
an increasing risk of attracting public attention to the fakes and damaging
its original brands even more in the eyes of the disloyal final consumers.
Besides, the global producer acknowledges a contradictory impact of
counterfeited goods, meaning that sales of these goods reduce its market
share but at the same time contribute to the recognition and expansion of
original brands in the local markets.

An active young urban resident feels powerless and deprived of
opportunities to participate in political life. Instead of engagement in direct
political struggles, (s)he turns to the issues of environmental protection
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which could be perceived as ‘non-political’. Joining the ecological
movement and taking care of the degrading environment, (s)he becomes
empowered and finds a path to civic and political representation.

All three cases occur in diverse areas and at different levels of
society. However, they have a lot in common. These cases illustrate the
ambivalent nature of power, which represents the main subject of this
volume, using the notion of ambivalence as an integrative category for a
number of interrelated studies. Ambivalence is defined as a bipolar
concept, where the poles are clearly defined as incompatible alternatives
and coexist without the possibility of their synthesis (Ledeneva 2014).
Ambivalence is categorized as a form of oscillating behaviour, where the
actor is unable to make an ultimate choice and is involved in the interplay
of opposing options (Merton and Barber 1963; Smelser 1998).
Ambivalence reflects competing perspectives oriented towards one and
the same object, opposite parts constituting a whole and polarized forces
that cannot be fully reconciled (Liischer 2002; Hillcoat-Nalletamby and
Phillips 2011). In this sense, the notion of ambivalence is distinguished
from the concept of ambiguity, which presumes multi-polarity and
multifaceted phenomena.

The notion of ambivalence originated from psychology and
psychoanalysis and was initially connected to the constitution of personal
identity. The term was coined by Eugen Bleuler, who looked for the source
of ambivalence in the emotional conditions relating to the splitting or
even disappearance of strong associations (Bleuler 1911/1950). Bleuler
referred to contradictory affective orientations within the same person as
one of the symptoms of schizophrenia. He also delineated affective,
volitive and intellectual ambivalence. The concept was popularized by
Freud (1948, 54-8) as alternating polarities of love and hate and of life
and death urges.

Later this concept was borrowed by sociology, emphasizing that
ambivalence did not reside within the individual and was not confined to
the mixed feelings of a person but was embedded into social relations
based upon continuous interactions (Merton 1976). Within this ‘relational
turn’ in the social sciences, firstly, the notion of ambivalence has been
transferred from personal identity to social relations. It can be minimized
or temporarily resolved, but it can never be completely eliminated. It is
both normal and paradoxical (Hajda 1968). Secondly, the category of
ambivalence has been extended from the level of interpersonal relations
to those of social norms, groups and organizations, which encourages
scholars to provide broader socio-structural explanations (Hillcoat-
Nalletamby and Phillips 2011). Thirdly, it has been pointed out that
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ambivalence not only reflects conflicting norms but also presents an
ongoing situation based upon continuous transactions and the
controversial interplay of agency and structure. Thus, use of the concept
of ambivalence leads to the recognition of analysis of social processes
rather than social structures as the core of theory and research in social
sciences (Hajda 1968; Room 1976). This approach is based upon the
assertion that change is perpetual and that any social system is a temporal
construction. It implies that ambivalence is generated simultaneously by
change and resistance to change (Hajda 1968).

Basically, this kind of oscillating behaviour results from the
increasing complexity of the contemporary world. The notion of
ambivalence has been defined as a characteristic of modernist and
postmodernist societies by Bauman, Giddens and other theorists (Giddens
1990; Bauman 1991).

A great diversity of types of ambivalence is presented in the
literature. For example, Ledeneva (2018) suggested a useful taxonomy,
including substantive ambivalence (double thinking), normative
ambivalence (double standards), functional ambivalence (double deed)
and motivational ambivalence (double purpose). The consequences of
ambivalence also vary considerably in scale and scope. Ambivalence may
provide flexibility, which is necessary for socially accepted human
behaviour. Some research perspectives imply that actors are able to do
more than just strictly comply with normative prescriptions (Merton and
Barber 1963). Other authors emphasize that ambivalence is associated
with abusive and deviant behaviour (Room 1976). Overall, ambivalence
produces paradoxes that are not easy to resolve. At the same time,
ambivalent practices (many of which are informal) fill the gaps produced
at different levels of society and maintain the legitimacy of the existing
social order.

In previous literature, the sociological concept of ambivalence was
applied to a broad variety of areas from family studies (Liischer 2002;
Hillcoat-Nalletamby and Phillips 2011) to scientific knowledge production
(Arribas-Ayllon and Bartlett 2014). This volume is focused upon the
economic relationships and uses the analytical tools provided by
contemporary economic sociology and political economy. Given a great
diversity of economic phenomena, ambivalence is also multiple, involving
relationships between the state and market actors, inter-firm ties, labour
relations within the firm and relations between market sellers and the
final consumers.

Particular emphasis in this volume is placed on the use of power as
an important source of ambivalence in the economy. Previous studies
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have shown that ambivalence comes to the fore in ‘situations in which
actors are dependent on one another’ (Smelser 1998, 8), varying from
so-called half-voluntary emotional dependence to ‘total institutions’
where participants are ‘locked-in’. In this sense, ambivalence is inherent
to power relations regardless of what theoretical approach to the concept
of power that we adhere to. Nevertheless, it is common to view
ambivalence as a characteristic of the behaviour of powerless actors,
particularly in formal hierarchical organizations and authoritarian
regimes. It implies that the behaviour and attitudes of subordinated
actors deprived of essential resources and facing institutional constraints
become ambivalent in relation to powerful/incumbent actors (see, e.g.,
Room 1976, 1056-7; Smelser 1998; Lorenz-Meyer 2001). We would like
to highlight that governments and incumbent actors that dominate in
organizational fields are also involved in ambivalent practices. Their
power never becomes absolute and undisputable. To gain legitimacy and
retain their power, even the most powerful actors have to impose self-
constraints and set limits to the pursuit of their interests (see, e.g.,
Haugaard 2012). To avoid pressure from below, they also have to
delegate their controlling functions to impersonal structures and new
technologies that mediate potential and actual conflicts.

This volume contributes to our understanding of the ambivalent
nature of power, oscillating between conflict and cooperation, public and
private, global and local, formal and informal, and it does so from an
empirical perspective with regard to the economic field. It offers a collection
of country-based case studies, representing different political and economic
regimes, and it critically assesses the existing conceptions of power from a
cross-disciplinary perspective. The diverse analyses of power at the macro,
meso and micro levels allow the volume to highlight the complexity of
political economy in the twenty-first century. Each chapter addresses key
elements of political economy (from the ambivalence of the cases of former
communist countries that do not conform with the grand narratives about
democracy and markets to the dual utility of new technologies such as
facial recognition), thus providing mounting evidence for the centrality of
ambivalence in the analysis of power.

Classical mainstream sociologists from Max Weber and Talcott
Parsons to Steven Lukes and Anthony Giddens tend to conceptualize
power as a multifaceted phenomenon. Recent advances in the theorization
of power explore various types of power, identifying additional
dimensions (Dobbin and Jung 2015; Granovetter 2017; Haugaard 2020;
Tenenbaum 2020; Ledyaev 2021). Dobbin and Jung (2015) drew
attention to the capacity of various experts to define social group interests
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as a new form of power. Haugaard (2020) distinguished a fourth
dimension of power, suggesting techniques for creating social subjects.
Research focuses on varieties of power, turning power into an all-
embracing notion, which makes it harder to compare findings and
maintain a meaningful dialogue among researchers (McNamee and
Glasser 1987-8; Ledyaev 2021).

Most recent sociological studies focus on varieties of power. Thus,
considerable effort is expended into revealing and defining new aspects
of power relationships. We suggested switching this focus towards the
mechanisms through which power is implemented in the modern
economy. We believe that research efforts will be more fruitful if they
switch attention from the multifaceted nature of power to its ambivalence.

Our volume sets itself apart from the wealth of previous studies.
Firstly, most of the extant literature tends to discuss power in the political
field, while the chapters in this volume primarily are about how power is
practised in the economy. Secondly, despite recent progress in theorizing
power which primarily explores different varieties of power, identifying
additional dimensions, this book focuses on the ambivalent nature of the
power. Thirdly, instead of analysing the conflict potential of power
distributions - the traditional focus of the literature — a bulk of the
chapters included in this volume stress the integrative properties of power
in the economy. Fourthly, the book discusses power at all levels, combining
macro and micro realms of study. Fifthly, contributors suggest that the
ambivalence of power can be effectively observed and explained when
studied empirically. Finally, the volume focuses mainly on Russia as a
vanguard of state power-driven capitalism and an example of emerging
markets. In this sense, this intervention differs from the studies mainly
focusing on the Western developed democracies and using the approaches
of the Eurocentric political economy. Russia presents a case in which an
authoritarian state consolidates a large amount of political and economic
power used for active intervention at all levels of the economy. This
intervention goes far beyond a conventional industrial policy and includes
continuous attempts to regulate inter-firm contractual relations (Radaev
2018) and impose restrictions on the retail pricing of basic consumer
goods. State intervention is often contradictory in nature and leads to
controversial outcomes. This post-communist experience could provide
the grounds for valuable lessons that are relevant for the world outside a
particular country. A recent book on an ambivalent state exploring the
case of Argentina may serve as another illustrative example (Auyero and
Sobering 2019). The main argument of this book is that, in the modern
economy, power is closely associated with a variety of ambivalent
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practices at different levels of society. To develop this argument, a number
of data sources and research methods are applied by the team of authors
including statistical analysis, standardized surveys, in-depth interviews
and ethnographic observations.

In Part I of this volume, we discuss how political power and
economic governance are intertwined at the macro level. We explain how
the concentration or decentralization of power stimulates diverse
trajectories of economic development. Depending on the tools used by
powerful groups (the state, corporations and communities) to resolve the
problem of their legitimacy, some novel and symbiotic models of
interaction may evolve to account for the intricate ways in which
production and livelihood are intertwined.

Starting from the macro level, the authors of this volume approach
ambivalence from very different angles. Marek Dabrowski tries in Chapter
2 to determine whether the market economy and democracy can support
or even reinforce each other. Taking the case of post-communist countries,
he found that economic governance and the system of political power are
interdependent. This interdependence works in both directions due to its
having a non-linear character and being implemented with a certain time
lag. We would point to the existence of ambivalence emerging in relations
between the political regime and economic policy, particularly in the case
of more authoritarian states. Formally, authoritarian rule provides more
space for centralized reforms compared with democratic rule with its
many counteracting interest groups. However, factually, very often
authoritarian power is not used for the implementation of serious
transformations. The absence of reforms leads to stagnation and
decreasing competitiveness.

Following this macro perspective, in Chapter 3 Alexei Pobedonostsev
reveals the pitfalls of rent-seeking in Russia and Venezuela. The
ambivalence of power in these two oil-producing countries derives from
the controversial nature of resource rent, which is both a source of power
and a major threat to its retention. In the broader context, Russia and
Venezuela face the well-known resource curse, or paradox of plenty,
when reliance on the extraction of cheap natural resources strengthens
the power of the state in the medium term but tends to undermine it in
the long run.

In Chapter 4, Alexander Nikulin and Alexander Kurakin address the
controversies of power centralization observed in the interaction of
Russian rural communities with the government and large agribusinesses.
The expansion of large agribusiness companies is able to increase the
effectiveness of rural production. Moreover, local communities and
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households are often unable to make use of power opportunities and are
ready to accept someone else assuming power and responsibility. They
often do not resist the power of agribusinesses and are ready to delegate
their rights, and therefore to support power centralization. At the same
time, the sustainability of rural economic development is often
undermined in the medium term. Overall, it demonstrates deficiencies of
centralized power.

Leonid Kosals in Chapter 5 examines the influence of new
technologies on society and its core values. At the heart of the investigated
problem is the ambivalent relationship between pragmatic and moral
legitimacies, where pragmatic legitimacy can be achieved without the
moral legitimacy associated with the threat of potential or real harm to
higher social goals. The ambivalence of power reduces the efficiency of
social mechanisms and produces various negative social effects, when
powerful actors try to push through technological innovations with
contested legitimacy.

Part II of the book focuses on power struggles at the meso level,
observed within both historically established and emerging areas of
study, including supply chain management, labour relations, the
freelance economy, rental housing, natural resource industries,
healthcare, higher education and so forth. The contributors explore the
relationship between public and private, global and local and formal and
informal modes of influence. The chapters in this section highlight
conditions that create gaps, overlaps and grey zones between legality
and legitimacy. They also discuss alternative mechanisms for establishing
control over markets and the role of private authorities in market
regulation. The authors identify the empirical conditions under which
dominant discourses and hierarchical structures emerge and become
habituated or socially contested.

Coming down to the level of inter-firm ties, in Chapter 6 Vadim
Radaev explores the ‘dark side’ of inter-firm cooperation and the
ambivalent relations between the bargaining power of market sellers and
the practices of contract infringement. Inter-firm opportunistic behaviour
is considered a manifestation of the power of non-compliance. Empirical
data show that breach of contract more often indicates an abuse of market
power by dominant firms rather than resistance to pressures from the
firms possessing less bargaining power. This abuse of market power tends
to become normalized over time and to reinforce inequality among
market actors.

In Chapter 7, Evgeniya Balabanova examines the functional and
motivational ambivalence of power in economic organizations. She
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demonstrates the ‘dark side’ of managerial power and shows how the
abusive power of managers may lead to the rise of voice strategies on the
part of dependent employees instead of the expected loyalty, obedience
and conformity that are the aim of managerial efforts.

Andrey Shevchuk and Denis Strebkov analyse in Chapter 8 how
digital platforms that claim to organize the gig economy subordinate an
increasing number of online freelance contractors and even try to
substitute the state in regulating the expansion of new labour markets.
However, the ambivalent nature of freelance contracting and online work
undermines the power of digital platforms and moves an increasing
number of transactions outside these platforms.

Studying the market for municipal rental housing in Sweden, in
Chapter 9 Elena Bogdanova examines the ambivalence of consultation
practices in housing renovations. Empirically, ambivalence reveals itself
in two different domains: firstly, in the simultaneous empowerment and
disempowerment of tenants in decision-making, and secondly, in the
controversial ways ‘quality’ and ‘standards’ of housing are defined. The
consultation process with tenants presumes that they should have the
power to participate in decisions about their future housing. However,
dividing the most disputed issues in time and content, the housing
companies reduce tenants’ power to make judgements about the quality
of the interior finishings and exclude them from a whole range of
decisions regarding hardware (pipes, electricity and water) and economic
sustainability. Tenants are empowered and disempowered at the same
time, and therefore decisions are often not taken, whereas the consultation
process is dominated by circular arguments.

Maria S. Tysiachniouk and her co-authors in Chapter 10 focus upon
governance generating network theory to explain power shifts within
global institutions, civil society and company networks, fostering the
implementation of sustainability standards in Russia. The presence of
strong normative definitions is interpreted by economic actors as a type
of power over, forcing them to comply, while at the same time representing
power for Indigenous and local communities, providing a mechanism for
the enhancement of their rights.

In Chapter 11, Zoya Kotelnikova shows the ambivalent attitudes of
brand holders towards counterfeit products. Firstly, these companies
acknowledge that counterfeiters may harm their registered trademarks,
but at the same time they make the brands more recognizable and more
valuable among consumers (Saviano 2008), even when some people
knowingly buy fakes (Craciun 2012). Secondly, brand holders often have
to hide the truth about the presence of counterfeit goods on the market to

AMBIVALENCE OF POWER IN THE TWENTY-FIRST-CENTURY ECONOMY



avoid damaging their brands. Thirdly, the brand holders oscillate between
attempts to combat counterfeiting as a private issue regulated by the Civic
Code and continuous efforts to bring the state in and use public coercive
resources to supress those who infringe on their intellectual property rights
by means of the provisions of the Administrative and Criminal Codes.

Turning to the field of global higher education, Ivan Pavlyutkin and
Anastasiia Makareva argue in Chapter 12 that the strategic positioning of
leading universities also reflects the ambivalence of power. As soon as
leading national and regional universities whose activities are embedded
in various institutional contexts enter the global academic race, they
experience incompatible normative expectations or double standards
when managing their legitimacy. Since global academic rankings have
become an influential strategic instrument, this has created an ‘iron cage’
for universities from different cultural localities and forced them to apply
standardized governance and educational models, which has led to
increasing homogenization in the whole field of higher education.

Addressing the activity of large pharmaceutical companies, Elena
Berdysheva in Chapter 13 develops the idea that markets for vital goods
contribute to the economization of political life and thus produce both
commodities and a political culture of demand for these commodities.
Pharmaceutical companies attract significant resources for inventing,
testing and manufacturing new medical products. At the same time, they
use both productive and restraining definitional power to promote
advanced cancer metaphors and cut off viable alternative solutions.

In Chapter 14 Tamara Kusimova uses the case of Russian farmers to
explore tension between the global and the local in conditions where
international sanctions for some food products were imposed on Russia.
Exploiting the idea of authenticity, local farmers produce unique products
with their own terroir as part of the global industry. Extensive use of
patriotic or nationalist rhetoric together with references to the quality of
global products by local producers becomes an effective tool for attracting
local customers and gaining state support.

In Part III, the book addresses micro-level issues related to the
strategies which individuals use to resist and contest the dominant order,
work out alternatives and explore opportunities for gaining autonomy.

Regina Resheteeva in Chapter 15 demonstrates how final consumers
have reacted to the continuous increase in retail prices by powerful
market sellers in the conditions of the economic crises of the 2010s.
Consumers identify themselves as clearly disadvantaged parties lacking
control over the situation. However, they do not become involved in
political protests or economic boycotts. Instead, they express a kind of
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consumer cynicism and proactively search for ways not to be deceived by
the market sellers. Their grassroots practices lead to a partial disavowal
of the power of the dominant market actors.

Masha Denisova, in Chapter 16, examines the ambivalent nature of
relationships between mothers-to-be and doulas. In contrast to
professional doctors establishing their unilateral power over their
patients, doulas exercise their professional authority by empowering
women and extending their control over childbirth but without forcing
them to align with the doulas’ professional expertise and opinion.
However, mothers’ empowerment with doula support looks ambivalent.
On the one hand, doulas advocate for women’s centricity and
empowerment, while on the other, they simultaneously shift the
responsibility for decisions made to women. While doulas’ assistance is
not institutionally recognized, it also raises a question about the stability
of the mothers’ empowerment.

Finally, Daria Lebedeva (Chapter 17) shows how young people in
Russia, being powerless in the dominant political discourse, become
involved with ecological policies and calls for environmental protection.
By taking care of the degrading environment, young people not only try
to keep control over their personal and global futures, but also express
and defend their rights as citizens. Engagement in the ambiguous
ecological agenda becomes for them a tool of empowerment and political
representation.

Overall, scholars in social sciences tend to see power as a ‘salient’
dimension in economic action (Smelser and Swedberg 2005, 5), making
power one of the more difficult notions to be incorporated into theoretical
frameworks, especially when explaining how market economy really
works. Exercising power through the implementation of control and
so-called strategies of governance, to use Foucault’s term (Foucault
1980), has grown, but the state and large corporate structures also seem
to have outsourced more rights and responsibilities to autonomous
entities and technical devices. Anchored in economic sociology and
political economy, this book is aimed at making ‘visible’ the dimensions
of power embedded in such novel economic practices.

To conclude, this book is predominantly based on post-communist
practices, but we believe that this divergent experience would be relevant
to comparative studies of power and economy and contribute to our
broader understanding of their changing and ambivalent character.
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Interrelation between economic
freedom and democracy: The case of
post-communist countries

Marek Dabrowski

Introduction

The post-communist transition which started in Central and Eastern
Europe (CEE) and the former Soviet Union (FSU) in the late 1980s and
early 1990s involved changes in both economic and political systems. The
necessity of such a dual-track transition came from the spontaneous
collapse of the previous political system based on the political monopoly
of the Communist Party and its total control over the economy and
society. In turn, the collapse of the political system was caused by the
deep crisis of a centrally planned economy, which reached its growth
limits in the 1980s. The economic crisis undermined the social legitimacy
of the communist regime. This made the CEE and FSU transition different
from the market-oriented reforms that started in China in 1978 and other
communist countries in Asia (Vietnam, Laos and Cambodia) in the mid-
1980s, which were initiated and then continued by communist parties,
with minor modifications of their political systems and official ideologies
(see Roland 2018; Dabrowski 2020).

However, despite the initial hopes and expectations, the dual-track
transition did not succeed everywhere, especially in the FSU. After initial
progress, its political leg (building a democratic system based on political
and citizen liberties and the rule of law) was reversed in Central Asia, the
Southern Caucasus and Belarus in the 1990s, and in Russia in the 2000s.
In the 2010s, an anti-democratic drift hit part of CEE (Hungary, Poland,
North Macedonia and Serbia). The economic leg (building an open
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market economy) proved more successful and in most of the region the
basic foundations of a market system were put in place by the first half of
the 2000s. However, further reforms, especially in structural and
institutional spheres, have stagnated since then and, in a few cases, they
have suffered from partial reversal.

Such unfavourable dynamics in both spheres have raised the
question as to the interdependence between economic governance and
the system of political power or, more precisely, between economic
freedom and democracy. Does a democracy, especially a young and
immature one, help an open market economy to operate in an efficient
and socially just way or perhaps, as advocates of ‘market-friendly’ or
‘development-friendly’ autocracies tend to believe, is it an obstacle?' Or
to look at it from the opposite direction: can a stable democracy survive
in a non-market or only a partly market system?

These questions are not new: they were discussed already at the
very beginning of the CEE and FSU transition or even earlier, given that
most of the attempts at economic reform undertaken in CEE and the
Soviet Union from the mid-1950s onwards failed due to political
constraints.” Furthermore, their importance is not limited to the CEE and
FSU regions. After 1980, the dual-track transition (democratization of
political systems and market-oriented economic reforms) also happened
in Latin America and in large parts of Asia and Africa. In the early 2010s
there was a largely unsuccessful attempt at democratization in the Arab
world (the so-called Arab Spring), with a negative impact on its economic
and political stability. Finally, the worldwide wave of political populism
in the second half of the 2010s has led to both domestic economic
distortions and serious trade conflicts.

While the focus of this chapter is the FSU and CEE regions, we will
also take a broader view, including long-term historical trends. Our main
research objective is to examine the mutual interrelation between
economic governance and systems of political power in a dynamic
comparative perspective. This interrelation can also be seen from the
perspective of the ambivalent character of a political power that should
serve the public interest and deliver public goods, but for whom the
private interests of those who perform this power often lead to its
degeneration. Therefore, building up sufficient checks and balances into
a political system can improve both economic and political governance.

The chapter starts with an analysis of historical relations between
the market economy and democracy worldwide since the beginning of the
nineteenth century. This is followed by a discussion of how the market
economy helps democracy and vice versa. Then we move to a regional
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analysis of the CEE and FSU experience in the context of post-communist
transition. Next we offer a continuation of this analysis in the form of a
brief presentation of four country case studies on how changes in the
system of political power influenced, negatively or positively, economic
reforms. Finally, we draw our conclusions.

The analytical narrative, which is supported by a simple statistical
and correlation analysis, is the dominant methodological approach in this
chapter. However, one must remember that synthetic quantification of
numerous qualitative characteristics of both economic and political
systems (necessary to conduct cross-country comparison based on
statistical analysis or to examine interdependence between economic and
political variables) is always associated with the risk of misspecification
and mismeasurement.

In this chapter, we use various global cross-country surveys of
economic and political freedom, democracy, corruption, business climate
and so on, but each of them can be and often are questioned on
methodological grounds. Most frequently, they are based on either
opinion polls of representatives of the business community or expert
assessments, each of them unavoidably containing subjective judgements.
Furthermore, most indices have a composite character, that is, they are
constructed as a simple or weighted average of several detailed
components. This raises an additional methodological question on the
composition of synthetic indices and the weightings attached to each
individual component, potential autocorrelation between them and so
on. Nevertheless, and despite the above-mentioned methodological
doubts, we believe that using available numeric surveys, especially if they
are conducted systematically over several years by institutions which
enjoy a high professional reputation, may enrich our analysis as compared
with the hypothetical variant based on a pure narrative.

Global trends

Market economy (often called capitalism) and democracy are relatively
new phenomena in human history.® The contemporary market economy
understood as the system that is based on the private ownership of the
means of production and freedom of economic activity (without the
privileges and restrictions typical of the feudal era) dates back to
the beginning of the first industrial revolution, that is, the end of the
eighteenth century. Democracy, in the contemporary sense of this word,
that is, a political regime which is based on a government accountable to
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voters, universal suffrage based on the principle of one person-one vote,
individual freedom and the rule of law is an even younger phenomenon
built up during the nineteenth and early twentieth centuries. In its
complete and mature form, it appeared only at the beginning of the
twentieth century.

This time mismatch led to the situation in which the early stages of
the system of free-market economy (with a limited role of government)
was accompanied by political regimes that, by today’s standards, were
either non-democratic or only partly democratic. Even if the executive
branch of government was democratically elected (the United States) or
accountable to a democratically elected parliament (the United Kingdom,
France and a couple of other European countries), the franchise was
limited, excluding women, people with lower material status, former
slaves and so on. Universal franchise became a norm in Europe only after
the First World War.*

This changed gradually during the twentieth century, with most
high-income countries and several middle- and low-income countries
having both democracy and a market economy. The fastest growth in the
number of democracies was recorded in the two last decades of the
twentieth century. This was the period of democratic transition in Latin
America, Southeast Asia, CEE and the FSU.

However, in the first two decades of the twenty-first century the
progress stopped or, according to some metrics, was even partly reversed.
This is clearly demonstrated by the most popular global political surveys:
Freedom House’s Global Freedom Scores (FHGES), the Bertelsmann
Foundation’s Transformation Index (BTI) and the Economist Economic
Intelligence Unit’s Democracy Index (EEIUDI).

Between 2007 and 2017, the percentage of countries rated by the
FHGFS as ‘Free’ and ‘Partly Free’ decreased, while the percentage of ‘Non-
Free’ countries increased. Correspondingly, between 2003 and 2017 the
population in countries ranked as democracies by the BTI barely increased
from 4 billion to 4.2 billion, while in countries ranked as autocracies the
number climbed from 2.3 billion to 3.3 billion (Schwarz 2018). The
EEIUDI shows a further deterioration of democracy scores worldwide in
2020, due to a large extent to the COVID-19-related restrictions on
individual freedoms and civil liberties (EIU 2021).

The list of countries that have recorded a substantial deterioration
in political rights and civil liberties since 2007 includes, among others,
Azerbaijan, Bahrain, Burundi, Central African Republic, Congo
(Brazzaville), Dominican Republic, Ethiopia, Gabon, Honduras, Hungary,
Mali, Mauritania, Mexico, Nicaragua, Poland, Russia, Tajikistan, Turkey,
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Venezuela and Yemen (Abramowitz 2018; EIU 2021). This negative trend
affected not only emerging-market and developing countries with a short
historical record of political freedom and democracy, but also some
developed countries considered stable democracies that suffered from
the wave of political populism. For example, scores for the US deteriorated
in all the above-mentioned surveys.

As a result, there are still many non-democratic regimes in the
world. Among them, there are examples of both market-oriented
autocracies and anti-market and populist dictatorships.

Figure 2.1 plots the 2020 Heritage Foundation Index of Economic
Freedom (HFIEF) against the 2020 FHGFS. The HFIEF is the synthetic
measure of the degree of economic freedom, macroeconomic stability
and property rights protection on a scale from 0 (the least free) to 100
(the freest).° In turn, the FHGFS is the sum of political rights (maximum
40) and civil liberty (maximum 60) scores. That is, its scale runs from 0
(the least free) to 100 (the freest), similarly to the HFIEF. Both surveys
present 2019 data.

The correlation between degrees of economic and political freedom
is not very strong, but it exists. At the same time, there are several outliers.

Figure 2.1 Interrelationship between economic and political freedom in
the world, 2019. Source: https://www.heritage.org/index/ranking and
https://freedomhouse.org/countries/freedom-world/scores.
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Hong Kong, Singapore, the United Arab Emirates, Qatar, Rwanda,
Bahrain, Malaysia, Azerbaijan and Kazakhstan belong to the group of
countries which enjoy more economic than political freedom. One could
say they are examples of market-friendly autocracies. Kiribati and
Micronesia and a few other countries represent the opposite asymmetry,
that is, more political freedom and democracy than economic freedom.

Nevertheless, it is hard to find historical or contemporary examples
of a stable and sustainable democracy without a predominantly market
economy based on private ownership. The above-mentioned examples of
democracies with limited economic freedom relate to cases where all
basic institutions of market economy, including private ownership of the
means of production, are in place. In the next section we will try to
explain why democracy without basic market institutions such as private
ownership of the means of production and freedom of market choice is
not sustainable.

Market economy and democracy: how they help each other

In this section, we examine in a more detailed manner how a market
economy and a democracy can help or even reinforce each other. We start
with an analysis of the ways in which a market economy can help build
and consolidate a liberal democracy (EBRD 1999, Box 5.3, 113):

1. A market economy makes citizens economically independent of the
government, which, unlike in a centrally planned economy, is not
the single owner and employer. This is also the reason why one
cannot identify examples of democratically managed centrally
planned or non-market economies. In such economic systems
governments possess too much power and too many instruments for
influencing the everyday life of each individual. This also means
that individual freedom lacks an economic foundation and that
there are no elementary checks and balances in the economic and
social spheres provided by a market economy.

2. A market economy also limits the power of government bureaucracy
and creates room not only for economic freedom but also for civil
liberties. A limited government creates fewer opportunities and,
therefore, temptations for power abuse, corruption, state capture by
interest groups and so on. Freed from the need to interfere in
business activity, the government can concentrate on the delivery of

INTERRELATION BETWEEN ECONOMIC FREEDOM AND DEMOCRACY

19



20

public goods, and this becomes a key criterion of assessment of the
quality of both the government and civil service.

3. Amarket economy helps support a country’s external openness, which
not only provides economic and social benefits but also helps in the
free flow of information, the application of international human rights
standards and additional safeguards against power abuse.

4. It creates demand for the rule of law, which is an indispensable
element of an effective liberal democracy (see Fukuyama 2012;
2015).

5.  Ithelps to develop civil society institutions, a broad middle class and
a culture of cooperation based on self-interest, which reinforces
democracy. In particular, the middle class is often seen as the
natural political basis of liberal democracy (Lu 2005; Moyo 2018),
although there are also more sceptical opinions about its role (Mei
2019; Motadel 2020).

6. A well-functioning market system helps economic development,
which in turn creates demand for political freedom and democracy.
Several authors, for example Barro (1999), Lipset (1959),
Przeworski and Limongi (1997) and Fukuyama (2004), argue that
countries with higher GDP per capita are more likely to be
democratic than autocratic, although there are also other
determining factors. For example, the availability of large natural
resource rent is an obstacle to democratization, even in countries
with high GDP per capita (see below). We try to verify this
hypothesis by plotting FHGFS against GDP per capita level in
purchasing power parity (PPP) terms (Figure 2.2).

Figure 2.2 seems to confirm, at least partly, the hypothesis that higher
income per capita is associated with freer political regimes. However, this
relation is not very strong. There are several outliers on both sides: quite
a large number of low- and lower-middle-income countries have a
democratic political system and many high- and upper-middle-income
countries are autocracies. Among the latter, one can mention the Gulf and
other oil-producing countries (Azerbaijan, Brunei Darussalam,
Kazakhstan and Russia), Hong Kong and Singapore. Again, apart from
Hong Kong and Singapore, this would be in line with the hypothesis of the
anti-democratic impact of a high resource rent.

Such an impact can work via two channels: (1) politicians’
preference for private patronage rather than the supply of public goods,
and (2) weaker public scrutiny due to lower taxation (which is replaced
by a natural resource rent). This is why resource-rich countries require
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Figure 2.2 Interrelationship between political freedom and GDP per capita
level in PPP terms, 2019. Source: https://www.heritage.org/index/
ranking and https://freedomhouse.org/countries/freedom-world/scores.

additional checks and balances in their political systems to resist
autocratic tendencies (Collier and Hoeffler 2005).

Looking at the relationship from another angle, one can also identify
several channels through which democracy can help build a competitive
market economy and ensure that it functions properly (see, for example,
de Haan and Sturm 2003):

1. Liberal democracy involves a system of checks and balances, which
limits the concentration and abuse of political power (also in the
economic sphere) and strengthens the rule of law.

2. Liberal democracy increases the transparency of government
actions and constrains opportunities for corruption, rent-seeking
and the capture of state institutions by interest groups; therefore, it
increases the effectiveness of government operations and
regulations (Lundstrom 2005) and creates the long-term guarantee
and stability of property rights.

3. The democratic rotation of political elites and their accountability to
the electorate also reduce the incidence of power abuse, corruption
and state capture, protecting societies from the phenomenon of
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‘crony capitalism’, that is, an economic system which serves the
interests of those who are in power and their close associates.

4.  Civil liberties support economic freedom.

5.  The democratic legitimacy of a government helps it take unpopular
but sometimes badly needed economic decisions.

6. Autocratic countries are less open to the external world than
democratic ones (Lundstrom 2005), which is of great importance in
the era of globalization.

The above findings contradict some opinions (for example, the so-called
Lee thesis — see Knutsen 2010) that the system of autocratic power may
help carry out market-oriented reforms and take economically rational
but unpopular decisions due to the absence of checks and balances and
the need in democratic regimes to reach compromises. However, such
opinions are based on the myth (or naive assumption) of the benevolent
autocrat who can rule in the best interests of her/his society. In real life,
such autocrats do not exist. Their main strategic interest is to hold on to
power and maximize personal and group benefits.

More generally, a benevolent political power is a rare phenomenon.
The ambivalent nature of political power involves a permanent conflict
between public interest, which it is supposed to serve, and the personal
or group interests of people who perform this power and often abuse it.
This is why the institutions of liberal democracy (in particular, systemic
checks and balances) are important to mitigate this conflict. It can be
seen very well in the history of post-communist transition in the CEE and
FSU regions.

Post-communist transition: a regional analysis

The history of post-communist transition in CEE and the FSU in the 1990s
clearly demonstrated the advantages of early democratization. It allowed
for the limiting of the influence of the old political elite, consisting of the
functionaries of the former communist parties, army, security service,
old-style administration, managers of state-owned enterprises (‘red’
directors), chairmen of state and collective farms and the like, none of
them enthusiasts of the market system. Therefore, the fastest and most
comprehensive economic transition happened in the Central European
and Baltic states, where democratization was the deepest and led to the
rapid replacement of the old political elite (Aslund et al. 1996; de Melo et
al. 1997; Dethier et al. 1999; Aslund 2002, 359—63). A radical political
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transformation removed the potential resistance of the old elite, gave
economic reformers stronger political legitimacy to take economically
needed but often unpopular decisions, and created a window of political
opportunity for conducting economic reforms.°

At the later stage of transition (late 1990s and early 2000s), a new
set of incentives to both economic and political reforms in parts of CEE
was created by the process of accession to the European Union (EU)
(Roland 2002). In many instances, the EU-related incentives replaced the
initial domestic pro-reform consensus, which eroded over time
(Dabrowski and Radziwill 2007). In the Western Balkan region this
window of opportunity was opened later — after the EU summit in
Thessaloniki in June 2003, which offered countries of the former
Yugoslavia and Albania the possibility to join the EU. With the exception
of the Baltic states, the FSU countries never received this kind of
geopolitical offer, which had a negative impact on their economic and
political reform process in the new millennium.”

While in the first stage of the post-communist transformation the
limited attempts at genuine democratization either stopped or
significantly delayed market-oriented economic reforms (see above) later

Figure 2.3 Interrelationship between the FH Nations in Transit Score and
EBRD transition indicators, 2001. Source: www.ebrd.com/downloads/
research/economics/macrodata/tic.xls and https://freedomhouse.org/
reports/publication-archives.
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on (that is, in the 2000s and 2010s), autocratic tendencies were usually
accompanied by widespread corruption, state capture and an increasingly
privileged position of oligarchs, who were closely associated with the
system of political power and government bureaucracy (‘crony
capitalism’). This is clearly seen in most FSU countries, and in part of CEE.

At the same time, in countries with unreformed or only partly
reformed economic systems there has not been enough space for the
emergence of strong groups of entrepreneurs and a market-oriented
middle class to fight for political freedom, democratic governance and the
rule of law.

The interrelation between progress in economic reforms and
political freedom in post-communist countries is illustrated by Figures 2.3
and 2.4. In Figure 2.3, the Freedom House (FH) indices of political and
civil liberties are plotted against the transition indicators of the European
Bank for Reconstruction and Development (EBRD). Both relate to 2001,
that is, the first decade of transition.

At the time of this analysis, EBRD indicators measured progress in
economic reforms in nine dimensions — large-scale privatization,

Figure 2.4 Interrelationship between the FHGFS and HFIEF in the former
centrally planned economies, 2019. Source: https://www.heritage.org/
index/ranking and https://freedomhouse.org/countries/freedom-
world/scores.
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small-scale privatization, enterprise restructuring, price liberalization,
trade and forex system, competition policy, banking reform and interest
rate liberalization, securities markets and non-bank financial institutions,
and overall infrastructure reform — on a scale from one to four (a higher
score meant more advanced reforms).

The FH Nations in Transit (FHNIT) synthetic Democracy Score (on a
scale from one to nine; a higher score meant more democracy and political
freedom) was an average of its seven subcategories: electoral process,
national democratic governance, civil society, local democratic governance,
independent media, and judicial framework and independence.

Analysing Figure 2.3, one can draw the conclusion that there existed
a rather close correlation between economic and political reforms in the
1990s and the early 2000s. Countries that were leaders in building a
democratic political system (Hungary, Czechia, Poland, Slovenia,
Slovakia and the Baltic countries) were also the most advanced in market-
oriented economic reforms. At the other end of the analysed spectrum, in
countries where the system of political power remained unchanged or
changed little in comparison with the Soviet past (Turkmenistan,
Uzbekistan, Belarus and Tajikistan), progress in building a market
mechanism was limited.

Figure 2.4 illustrates a similar interrelation but almost two decades
later and using different indicators and expanding the analysed group of
countries (by adding the former centrally planned economies in East
Asia). The progress in building a market system is measured by the HFIEF
while the system of political power is characterized by the FHGFS.® Both
are measured on a scale from 0 to 100 where higher scores mean more
freedom (both economic and political), similarly to Figure 2.1.

Figure 2.4 suggests a certain correlation between economic and
political freedom, although not as strong as in Figure 2.3. There are the
same leaders of both dimensions as in 2001 - the Baltic countries and
Czechia — while Hungary and Poland suffered a substantial downgrade,
especially in the second half of the 2010s. Turkmenistan and Tajikistan
remained at the bottom of both ratings,” while Uzbekistan and Belarus
made some improvements on the economic front (their political freedom
scores remained largely unchanged).

There are outliers on both sides of the trend line. In Mongolia and
Ukraine, the degree of political freedom substantially exceeds the degree
of economic freedom. This raises questions about the sustainability of
their democratic (or in the case of Ukraine partly democratic) political
systems. This question is particularly important in Ukraine where the
repeated failures of the economic reform efforts (only partial and
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incomplete) led to the resurgence of autocratic tendencies, the most
spectacular during the presidency of Viktor Yanukovych (see Dabrowski
2017; Havrylyshyn and Kalymon 2020).

There are even more countries on the opposite side of the trend line,
that is, countries where the degree of economic freedom is substantially
higher than that of political freedom. It applies, in the first instance, to
Azerbaijan and Kazakhstan and, to lesser extent, to China, Russia,
Belarus, Uzbekistan and Vietnam. However, Figure 2.4 also shows the
limits of ‘market-friendly autocracies’ no country with a low political
freedom score (below 30) belongs to the ‘mostly free’ category in the
HFIEF (with a score over 70). Belarus and Russia are at the bottom of the
‘moderately free’ category (between 60 and 70). China, Vietnam,
Cambodia, Laos, Uzbekistan and Tajikistan belong to the economically
‘mostly unfree’ group (between 50 and 60). Turkmenistan is considered
a ‘repressed’ economy (a score of below 50).

There are also two general conclusions that can be drawn from this
part of our analysis. Firstly, a comparison of regression parameters in
Figures 2.1 and 2.4 suggests stronger correlation between economic and
political freedom in the formerly centrally planned economies of Europe
and Asia compared with the global sample. Secondly, CEE countries are
more advanced, on average, in building a market economy and liberal
democracy compared with the FSU and Asian communist countries.

How do changes in the system of political power impact
economic systems and economic policies in CEE and the FSU?

While the graphical correlations in the previous section provide a static
picture of the interdependence between economic and political freedom
at two points in time (2000 and 2019), this section will be devoted to a
dynamic analysis. More precisely, we will try to look at how changes in
systems of political power have affected changes in economic governance.
Interest in such an analysis comes from the above-mentioned reversal of
democratic progress both worldwide and in the FSU and CEE regions
observed in the 2000s and 2010s.

According to the FHNIT survey (which covers the FSU and CEE
regions), since 2007 one can observe a systematic deterioration in both the
synthetic Democracy Score and all its seven subcategories — electoral
process, national democratic governance, civil society, local democratic
governance, independent media, and judicial framework and independence
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— for all the analysed subregions, that is, Central Europe, the Balkans and
Eurasia (FSU) (Csaky and Schenkkan 2018; Csaky 2020).

Does the autocratic trend in the FSU and CEE negatively affect
economic governance? The cross-country analysis conducted in the
previous section suggests a positive answer. The same answer comes from
a dynamic analysis of individual countries.

If one looks at developments in countries that experienced an
autocratic drift, market-oriented economic reforms were either stopped
or partly reversed. This has happened in, among others, Slovakia (1994—
8); Belarus after 1996; Russia after 2003; North Macedonia, Turkey and
Hungary since the beginning of the 2010s; Ukraine (2010-14); and
Poland after 2015. On the contrary, progress in democratization enabled
the launch of or return to economic reforms (Slovakia after 1998, Serbia
after 2000, Georgia after 2003, Ukraine since 2014 and North Macedonia
since 2018).

Below we will briefly analyse four country case studies: Slovakia
(1994-2006), Russia (since 1998), Georgia (since 2004) and Hungary
(in the 2010s), which offer us a more detailed and sometimes a more
nuanced picture. The selection of these particular cases is motivated by
(1) the strength of change in the political regime at the given point in
time, (2) relative advancement of economic reforms at the moment of
political regime change (we are interested in cases of reversal of economic
reforms rather than their non-starting) and (3) data availability.

Slovakia

During his third term in office (1994-8), Prime Minister Vladimir Meciar
and his People’s Party (Movement for a Democratic Slovakia) slowed
down or even partly reversed the political and economic reforms of the
early 1990s. On the political front, there was substantial deterioration in
the civil liberties component of the Freedom House Freedom in the World
(FHFIW) survey (the earlier version of the FHGFS),!° which led to the
country being downgraded from ‘free’ to ‘partly free’ in 1996-7.
Economically, the HFIEF scores deteriorated systematically between 1995
and 2000 (Figure 2.5).

As a result, Slovakia was not invited to start the EU accession
negotiation at the EU summit in Luxembourg in December 1997 (unlike
Czechia, Estonia, Hungary, Poland and Slovenia), join NATO at the
Madrid summit in July 1997 (unlike Czechia, Hungary and Poland) or to
join the OECD (unlike Czechia, Hungary and Poland). This series of
rejections caused a domestic political shock,'! which led to the formation
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Figure 2.5 Slovakia: HFIEF (left axis) vs. FHFIW (right axis) scores,
1994-2007. Source: https://freedomhouse.org/sites/default/files/2020-
02/2020_All_Data_FIW_2013-2020.xIsx and https://www.heritage.org/
index/explore?view=Dby-region-country-year&u=637278786962730727.

of the broad coalition government of Prime Minister Mikulas Dzurinda
after the parliamentary election in September 1998. His government
returned the country to the path of liberal democratic institution-building
and, with some time lag, the continuation of market-oriented economic
reforms. Eventually, Slovakia joined the OECD in 2000, and the EU and
NATO in 2004. Economic reforms were continued even after the second
Dzurinda government was replaced by a left-wing coalition in 2006.

Russia

The deterioration of Russia’s FHFIW scores began in 1998 and continued
systematically over the two decades that followed (Figure 2.6). In 2004
Russia was downgraded from ‘partly free’ to ‘unfree’. However, its impact on
the economic system has not been as clear as one might have expected.
Between 1995 and 2015, the HFIEF oscillated around 51 and 52 with some
ups and downs. That is, it did not deteriorate as a result of the country’s
autocratic drift but also did not improve, despite the numerous economic
reform programmes adopted by the Russian government. During these 20
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Figure 2.6 Russia: HFIEF (left axis) vs. FHFIW (right axis) scores,
1995-2019. Source: https://freedomhouse.org/sites/default/files/2020-
02/2020_All_Data_FIW_2013-2020.xIsx and https://www.heritage.org/
index/explore?view=Dby-region-country-year&u=637278786962730727.

years Russia occupied the bottom of the ‘mostly unfree’ category, sporadically
(1996, 2000-1 and 2007) falling into the group of ‘repressed’ economies.

The situation has changed, perhaps surprisingly, since 2016, when
the further decline in political freedom scores was accompanied by a
systematic improvement in the HFIEF. As a result, the Russian economy
was upgraded in the HFIEF 2020 (which measures the economic regime in
2019) to ‘moderately free’. Even more surprisingly, the highest gains were
recorded in the ‘property rights’ and ‘government integrity’ categories even
if the accompanying narrative paints a rather bleak picture.'?

Thus, the Russian case does not fully support our hypothesis that
autocratic drift has a negative impact on the quality of economic
governance, at least according to the metrics used in our analysis.

Georgia

In the 2010s Georgia was systematically rated as the freest FSU economy
and one of the freest post-communist economies not only by the HFIEF
but also in the World Bank’s Doing Business survey (Doing Business
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2020). Looking at Figure 2.7, one may find that this position was the
result of systematic improvements since 1999 or even earlier. On the
political reform front, the country is not such a star performer, although
it does not belong to the group of autocracies. It has been systematically
rated as a ‘partly free’ country by the FHFIW survey.

Nevertheless, the dynamic of changes in both spheres (economic
and political) looks interesting for our analysis. The periods of acceleration
of the economic reforms coincided with periods of political liberalization:
in 2004-6, immediately after the so-called Rose Revolution in November
2003; in 2012-13, after the election victory of the Georgian Dream
coalition (which renewed the process of democratization); and in 2016—
17, as a result of the implementation of the Association Agreement with
the EU. On the contrary, the periods in which the political freedom scores
deteriorated — 2000-3 (the second term of President Eduard
Shevardnadze) and 2007-11 (the end of the first term and second term
of President Mikheil Saakashvili) — were associated with the stagnation
of economic reforms or even with their partial rollback.

Figure 2.7 Georgia: HFIEF (left axis) vs. FHFIW (right axis) scores,
1999-2019. Source: https://freedomhouse.org/sites/default/files/2020-
02/2020_All_Data_FIW_2013-2020.xIsx and https://www.heritage.org/
index/explore?view=Dby-region-country-year&u=637278786962730727.
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Hungary

Once a reform leader in the entire CEE-FSU region (see the section ‘Post-
communist transition: a regional analysis’ and Figure 2.3), in the 2010s
Hungary started to suffer from autocratic drift. After the overwhelming
election victory of the FIDESZ Party in May 2010, which gave it a
constitutional majority in the parliament, its leader and Prime Minister
Viktor Orbén started to implement, step by step, a model he called an
‘illiberal state’ (Toth 2014). As a result, the country’s scores in the FHFIW
survey systematically deteriorated, as illustrated by Figure 2.8. In 2018,
Hungary was downgraded to the ‘partly free’ category, the first such case
among the EU member states.

The autocratic drift has negatively affected the economic system.
Despite fluctuations, the HFIEF represents a downward trend and
Hungary is rated as the only ‘moderately free’ economy.

Overall, the analysis in this section confirms (perhaps with the
exception of Russia) our previous findings on the interrelation between
political and economic reforms in the CEE and FSU regions. However, in

Figure 2.8 Hungary: HFIEF (left axis) vs. FHFIW (right axis) scores, 2008—
19. Source: https://freedomhouse.org/sites/default/files/2020-02,/2020_
All_Data_FIW_2013-2020.xlsx and https://www.heritage.org/index/
explore?view=by-region-country-year&u=637278786962730727.
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our dynamic analysis changes in political regime have played the role of
an exogenous factor, that is, we have focused on a direction of causality
going from the system of political power to economic governance. The
findings presented in this section should serve as a warning signal that
the autocratic drift observed in several FSU and CEE countries may have
negative consequences beyond the sphere of civil and political rights,
democracy and the rule of law. Most likely, it will undermine economic
governance in the region, making it less transparent and more prone to
corruption, rent-seeking and oligarchic capture.

Conclusion

With a few exceptions, our analysis confirms the interdependence
between economic governance and the system of political power. In the
contemporary world this interdependence works in both directions:
economic freedom based on a market mechanism helps democracy and
political freedom, and vice versa. By contrast, administratively repressed
economies with distorted market mechanisms can be found more often in
countries with an autocratic system of political power, while the autocratic
drift in a political system often leads to more institutional and structural
distortions, less competition and imprudent macroeconomic policies.

One explanation of such interdependence may refer to the
ambivalent character of political power which, if unconstrained, becomes
driven by the private interests (including economic ones) of a ruling elite.

While the discussed interdependence does not have a deterministic
character (thatis, there are several outliers on both sides of the correlation
line), there are clear limits as to how ‘market-friendly’ autocracies can be
and how economically distorted democracy can be. Genuinely free-
market economies in autocracies are rare, and non-market democracies,
which are politically stable in the longer term, are even rarer.

Furthermore, the examined interdependence has a non-linear
character and works with a certain time lag. That is, changes in one
sphere do not have an immediate and proportional impact on the other.
This has been confirmed, among others, by the country case studies
examined in the previous section.

In the former communist economies of CEE and the FSU, the
interdependence between a market economy and democratic political
system is even stronger than elsewhere in both static and dynamic terms.
At the very beginning of the transition period, in the early 1990s, political
transition facilitated economic transition. Countries which managed to
democratize quickly and remove the old political and economic elite

AMBIVALENCE OF POWER IN THE TWENTY-FIRST-CENTURY ECONOMY



created the space for rapid and comprehensive economic reforms. The
economic transition in countries in which the systems of political power
did not change or changed only slightly was substantially delayed.

At the later stages of transition or post-transition development, in
the 2000s and 2010s, several episodes of autocratic backsliding in both
the FSU and CEE stopped further economic reforms and quite often led
to their partial rollback. They also ushered in oligarchic systems based
on a far-reaching symbiosis between political and economic power
(‘crony capitalism’).

Unlike the situation in CEE and the FSU, the building of a market
economy in communist countries in Asia (China, Vietnam, Laos and
Cambodia) was initiated and conducted by communist parties, which
made little to no changes to the political systems. In the early 2000s,
however, Asian economic reforms reached their limits and their economic
and political systems do not now differ so much from those of Russia and
most of the FSU.

The interdependence between systems of economic governance and
systems of political power requires further examination in both empirical
and normative terms.

Notes

1 Myrdal (1968, Vol. 2) and Polterovich and Popov (2005) are among those who are sceptical
about the helpful role of immature democracy in economic modernization and boosting
economic growth.

2 This disappointing experience led many scholars in CEE and the Soviet Union (some of them
becoming future reformers) to a conviction that genuine market reforms are impossible
without deep changes in the political system, that is, breaking up the political monopoly of a
communist party (see, for example, Gaidar 1989).

3 Inthis chapter we use ‘market economy’ rather than ‘capitalism’ because the latter is historically
associated with hot ideological debates and, therefore, contains sometimes unnecessary
emotional content.

4 See Fukuyama (2015) for a historical analysis of democratic systems.

5 The HFIEF consists of 12 detailed indices related to property rights, judicial effectiveness,
government integrity, tax burden, government spending, fiscal health, business freedom,
labour freedom, monetary freedom, trade freedom, investment freedom and financial freedom.

6 Balcerowicz (1994) called such a window the ‘period of extraordinary politics’.

To be fair, not all FSU countries were interested in closer ties with the EU.

8 EBRD transition indicators were discontinued in 2014. FHNIT Democracy Scores do not cover
Asian communist (post-communist) countries.
9 Tajikistan has backtracked in both ratings since the early 2000s.

10 In the FHFIW survey higher scores mean less political freedom.

11 The very fact that Slovakia did not receive an invitation to join these three organizations/

integration blocs while Czechia did was particularly humiliating for Slovak society.

12 See https://www.heritage.org/index/country/russia.
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The pitfalls of rent-seeking:
Alternative mechanisms of resource
rent collection in Russia and Venezuela

Alexei Pobedonostsev

Introduction

In some developing countries, the extraction of natural resources is
traditionally a key source of government revenue. In academic literature,
such countries are usually referred to as ‘rentier states’, by which scholars
mean ‘those countries that receive on a regular basis substantial amounts
of external rent’ (Mahdavy 1970, 428). In other words, a rentier state is
one in which ‘the government is the principal recipient of the external rent
in the economy’ (Beblawi and Luciani 1987, 52). The rentier state concept
has become a key element of the so-called resource curse theory (Auty
1993; Menaldo 2016, 43—76). This theory implies that the presence of
significant revenues from the export of natural resources (primarily from
oil and gas) tends to have various detrimental effects on the political and
economic development of resource-rich nations. Analytically, the resource
curse is not a unified theory but rather a set of different hypotheses related
to the negative consequences of the presence of natural resources. For
instance, a number of studies indicate that in resource-rich nations around
the world the revenues received from hydrocarbon fuel exports tend to be
the fundamental cause of problems such as the deceleration of economic
growth (Sachs and Warner 2001; Ross 2012), the weakness of state
institutions (Karl 1997; Smith 2007), authoritarian regime stability
(Morrison 2015), higher levels of corruption (Bhattacharyya and Hodler
2010), persisting gender inequality (Ross 2008) and unending violent
conflicts (Collier and Hoeffler 2004).
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The resource curse literature is full of paradoxes and contradictions.
For instance, the resource curse literature (including the rentier state
conception) says almost nothing about how governments get their hands on
oil export revenues. The problem with all existing studies of rentier states
(and the resource curse literature as a whole) is that scholars tend to consider
the state a priori to be the key beneficiary of oil production. The resource
curse theory tends to consider that windfall oil revenues automatically flow
into the state’s coffers and ignores the fact that in the real world governments
need to take fiscal action to collect revenues from oil production (Nakhle
2008). In other words, the process of transforming resource rent into
government income is a puzzle for comparative political economy.

However, oil rent does not exist in a vacuum. From a theoretical
perspective, the process of resource rent allocation (or resource rent
circulation in the economy) includes three stages: resource rent generation,
resource rent collection and resource rent redistribution (Vatansever 2021,
5). In all countries, resource rent is generated by companies, collected by
the state and redistributed by the government among social groups. In the
academic literature, scholars focus on how political leaders spend their
windfall revenues from oil production (and use them to strengthen their
rule) and ignore how political leaders obtain these revenues. In other
words, political science scholars are traditionally interested in the resource
redistribution stage and ignore the resource rent collection stage.

In all countries governments are required to take action and use
various fiscal instruments to capture resource revenues from the
extraction of natural resources. In oil-producing economies, the
government usually obtains petrodollars through taxes or dividends paid
by oil companies (Nakhle 2008). The resource rent of an oil-producing
country is not inevitably transformed into government income because
the transformation of resource rent into the resource revenue of the state
is a complicated and controversial process.

The contradictory nature of resource rent allocation is especially
clear if we look at how differently the process of resource rent collection
is organized in petrostates as similar as Russia and Venezuela, the two
paradigmatic oil-producing countries of the twenty-first century.

The development of Russia and that of Venezuela have demonstrated
several common features for the last few decades. In both countries, the
economic crisis of the 1990s undermined the stability of democratic
institutions and caused the formation of personalist authoritarian regimes
at the beginning of the twenty-first century. In both countries, the oil boom
of the 2000s stimulated economic growth and the consolidation of
authoritarian rule. Given the high oil prices, the governments of both
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countries decided to carry out partial nationalizations of the assets of
private oil companies for the benefit of state-owned oil companies in the
early 2000s. At first glance, the impression could arise that Russia and
Venezuela were political and economic twins during the first decade of the
twenty-first century. The similarity between the two countries was
especially strong before Hugo Chavez’s death in 2013 and the beginning of
the catastrophic economic and political crisis in Venezuela. After 2013 the
similarities between Russia and Venezuela gradually waned.

Table 3.1 The resource revenue of the Russian government and total
resource rent

Year | Government’s resource | Total resource | State’s capture
revenue (% GDP) rent (% GDP) of resource rent

2000 5.12 21.69 0.24
2001 5.31 19.92 0.27
2002 5.3 17.45 0.3

2003 5.88 17.61 0.33
2004 7.27 17.11 0.42
2005 11.83 18.25 0.65
2006 11.99 19.41 0.62
2007 9.87 17 0.58
2008 11.77 19.27 0.61
2009 8.28 15.4 0.54
2010 8.94 15.97 0.56
2011 10.68 17.99 0.59
2012 10.31 15.92 0.65
2013 9.61 14 0.69
2014 10.3 13.27 0.78
2015 8 10.33 0.77
2016 6.1 8.84 0.69

Source: The statistical data about governmental resource revenue is taken from the
Government Revenue Dataset provided by the International Center for Taxation and
Development. The statistical data about total resource rent is taken from the World
Bank website. The variable ‘state’s capture of resource rent’ is calculated as a ratio
between governmental resource revenue and total resource rent. This variable refers
to a percentage of total resource rent, which the government transforms into revenue.
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However, despite some common features, Vladimir Putin’s Russia and
Hugo Chavez’s Venezuela demonstrate different patterns of resource rent
allocation. State leaders of both countries implemented two different
strategies of resource rent collection in the early 2000s. The key difference
between these strategies lies in the percentage of total oil rent that each
government captures and transforms into its income. While in Russia
almost all petrodollars collected by the federal government flow into the
state budget, with 60-70 per cent of the total resource rent transformed
into budgetary revenue (Table 3.1), in Venezuela only 10-15 per cent of
the oil rent collected by the central government ends up in the state
budget (Table 3.2). This difference between Russia and Venezuela is
puzzling because both countries have nationalized petroleum industries
with powerful national oil companies (NOCs). As, in theory, the
nationalized model of the petroleum industry enables the state to capture
almost all revenues from oil production (Mahdavi 2020, 159-60), Russia
and Venezuela should have similar patterns of resource rent collection.
However, economic statistics show that the government of Venezuela
transforms a less significant percentage of the total resource rent into
government income than would be expected given that this Latin
American country has a nationalized petroleum industry and a great
amount of oil rents.

Table 3.2 The resource revenue of the Venezuelan government and total
resource rent

Year | Government’s resource | Total resource | State’s capture
revenue (% GDP) rent (% GDP) of resource rent

1980 14.92 34.89 0.43
1981 20.97 25.48 0.82
1982 14.23 14.25 1

1983 11.74 17.78 0.66
1984 14.8 19.41 0.76
1985 13.72 16.89 0.81
1986 8.56 8.54 1

1987 9.76 16.79 0.58
1988 10.47 10.55 0.99
1989 14.94 21.6 0.69
1990 13.81 29.77 0.46
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Year | Government’s resource | Total resource | State’s capture
revenue (% GDP) rent (% GDP) of resource rent

1991 13.67 17.7 0.77
1992 8.23 16.69 0.49
1993 6.7 16.89 0.4
1994 5.25 16.29 0.32
1995 4.24 14.58 0.29
1996 5.8 23.93 0.24
1997 7.54 18.02 0.42
1998 1.32 8.88 0.15
1999 2.21 12.67 0.17
2000 4.23 20.02 0.21
2001 2.54 13.96 0.18
2002 0.92 18.23 0.05
2003 1.47 21.12 0.07
2004 1.79 26.49 0.07
2005 3.68 31.58 0.12
2006 4 30.39 0.13
2007 4.04 22.04 0.18
2008 2.63 22.01 0.12
2009 1.83 10.68 0.17
2010 0.86 12.71 0.07
2011 1.22 24.19 0.05
2012 1.4 18.72 0.07
2013 1.13 17.97 0.06
2014 2.23 11.82 0.19

Source: The statistical data about governmental resource revenue is taken from the
Government Revenue Dataset provided by the International Center for Taxation and
Development. The statistical data about total resource rent is taken from the World
Bank website. The variable ‘state’s capture of resource rent’ is calculated as a ratio
between governmental resource revenue and total resource rent. This variable refers
to a percentage of total resource rent, which the government transforms into revenue.
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Resource rent is a source of political and economic power in oil-producing
countries. Those leaders who control the circulation of oil rents across
social groups control the distribution of power in these countries. The
ability of the state to collect and redistribute resource revenues is crucial
for the power of political leaders in oil-exporting nations. Without this
ability leaders cannot exercise their power properly. Therefore, the
analysis of resource rent collection in Russia and Venezuela should shed
light on the machinery of power in resource-rich societies.

In this chapter, I explain the different patterns of oil rent collection
in Venezuela and Russia. I wonder why these oil-producing countries are
not alike. Why do governments of some nations successfully collect oil
revenue, while governments of other countries fail to do so? What
political and economic factors determine the success of resource rent
collection in Russia and the failure of resource revenue collection in
Venezuela?

This chapter has the following structure. Firstly, in the literature
review, I theoretically summarize what factors can affect the process of
resource rent allocation in oil-producing economies. Secondly, in the
analysis of the Russian case, I show how this country in the 2000s became
an excellent example of a petrostate, the NOCs of which allow the state to
capture the best part of the oil export revenue. Thirdly, in the analysis of
the Venezuelan case, I explain why the government of this Latin American
country collects such an insignificant amount of oil revenue for the state
budget. Fourthly, in conclusion, I bring a theoretical perspective to my
comparative study of Russia and Venezuela. In this part of the chapter, I
wonder how the ambivalence of power manifests itself in the process of
resource rent collection in the cases of Venezuela and Russia.

Literature review

The classical theory of rational choice claims that all state leaders seek to
maximize their power (Wintrobe 1998; Mueller 2003) and the key goal
of every political leader (authoritarian as well as democratically elected)
is to stay in office as long as possible (Bueno de Mesquita et al. 2003).
There is no reason to believe that the state leaders of oil-producing
countries are the exception to the rule.

For the political leaders of petrostates, oil export revenue is the
most obvious instrument they can use to maximize power. Thus, political
leaders have powerful incentives to maximize their revenues from oil
production because in petrostates oil revenue maximization inevitably
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leads to power maximization. Control over oil revenue flows allows state
leaders to strengthen their political positions. For instance, in
authoritarian countries, political leaders can invest petrodollars in
strengthening the repressive apparatus and buying the loyalty of the
masses (Ross 2001, 333-6), while in democratic countries state leaders
can seek to increase their popularity by using oil revenues to expand
social programmes (Karl 1997, 116-37; Dunning 2008). In other words,
the accumulation of oil export revenues in the hands of state leaders gives
them the financial resources to strengthen their rule in the long term, so
they have a strong interest in maximizing oil export revenue.

The maximization of oil revenues can be achieved by nationalizing
the petroleum industry to the benefit of state leaders. Some scholars point
out that the nationalization of petroleum industries, which occurs from
time to time in oil-exporting countries, is determined by the wish of political
leaders to maximize their windfall revenues from oil production (Guriev et
al. 2011; Warshaw 2012; Mahdavi 2014). There is some evidence in the
academic literature that the ownership structure of the petroleum industry
seriously affects the ability of the state to raise revenue from oil exports and
to collect resource rent (Jones Luong and Weinthal 2010; Mahdavi 2020).
The nationalized petroleum sector potentially gives the government more
instruments to obtain revenues from oil production than the privatized
model of petroleum ownership. For instance, the nationalized petroleum
industry allows the government to effectively control the sector and
strengthen the financial power of the state.

Historically, the wave of mass nationalizations of petroleum
industries spread across the developing countries in the 1970s after the
dramatic increase in the price of oil (Korbin 1985; Yergin 1991). In the
early 1970s, the governments of many oil-producing nations decided to
expropriate the assets of international oil companies and establish giant
NOCs for the efficient control of the nationalized petroleum industries.
The key driver of these actions was the wish of many state leaders to gain
all the benefits from the increase in oil prices, which took place in the
1970s. In other words, their behaviour was stimulated by the logic of oil
revenue maximization.

In his book Power Grab: Political survival through extractive resource
nationalization, Paasha Mahdavi argues that in oil-exporting countries,
the nationalization of the petroleum industry is driven by the wish of
authoritarian leaders to maximize the likelihood of their future political
survival (Mahdavi 2020). He demonstrates the results of a statistical
study according to which the nationalization of the resource extractive
industry of a country tends to increase the probability of the future
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political survival of the leader of the country in question (Mahdavi 2020,
161-7). So, in countries with nationalized petroleum industries, political
leaders stay in power longer than political leaders of oil-producing
countries in which the oil industry has not been expropriated. In other
words, the nationalization of oil sectors stabilizes authoritarian regimes
in the long term because regime leaders gain access to greater financial
resources, which they can use for the purpose of repression and public
spending. Mahdavi also points out that the nationalization of oil industries
usually leads to a significant increase in the size of the government’s oil
revenue (Mahdavi 2020, 159, 173).

However, nationalizing petroleum industries is not always as
beneficial as it seems at first glance. Christian Wolf demonstrates that
NOC:s ‘significantly underperform the private sector in terms of output
efficiency and profitability’ (Wolf 2009, 2642). He also points out that
NOCs tend to be less efficient than private companies in terms of oil
production (Wolf 2009, 2649-50). The low efficiency of the nationalized
petroleum industry could undermine the ability of the government to
raise significant revenue from oil production in the long term because
the state will have to provide subsidies to the sector to compensate for
its inefficiency.

Since the 1970s the leaders of many oil-producing countries have
nationalized their petroleum industries. These actions boosted the
budgets of many petrostates and the financial resources of their leaders
(Yergin 1991). Some scholars point out that in oil-producing countries
authoritarian regimes exist longer on average than authoritarian regimes
in oil-poor countries (Wright et al. 2015). In part, the longevity of political
regimes in many oil-producing countries can be explained by the fact that
nationalized petroleum industries in these countries successfully generate
significant amounts of petrodollars for state leaders.

In Nontaxation and Representation: The fiscal foundations of political
stability, Kevin Morrison points out two possible mechanisms whereby
state leaders can use oil export revenues to stabilize the regime and
maximize their power (Morrison 2015). On the one hand, political
leaders can boost social spending to buy the loyalty of the population. On
the other hand, oil export revenue can be used by leaders to reduce the
tax burden on the masses. These measures allow state leaders to block
potential popular demands for democratization and accountability
following the logic of ‘no taxation without representation’ (Ross 2004,
230-2). In other words, the ability of state leaders to transform oil export
revenue into social benefits for the population is quite important for
regimes’ survival.
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In the comparative political economy of welfare capitalism, it is the
state that is traditionally considered to be the key operator of social
programmes and the driver of the politics of redistribution in advanced
economies (Esping-Andersen 1990). However, in some developing
countries, the role the state plays in the operation of social programmes
can be less significant than in developed nations. While in advanced
economies welfare policy is based on the principles of universalistic social
protection, in some poor developing countries social programmes are
often used by political leaders for clientelism and patronage (Stokes et al.
2013; Diaz-Cayeros et al. 2016). The key difference between universalistic
and clientelistic social protections is that while universalistic social
programmes are guaranteed and funded by the state, clientelistic social
protection is guaranteed by political leaders rather than the state and can
be operated by informal funds (Diaz-Cayeros et al. 2016, 26).

The weakness of the state is potentially one of the most dramatic
consequences of the resource curse. The academic literature claims that
oil export revenues can generate very damaging effects on the quality of
state institutions in developing countries (Karl 1997; Smith 2007). These
effects can be so detrimental to the state that political leaders could lose
their control over state institutions. Some scholars even propose to
rename the ‘resource curse’ as the ‘institutions curse’ (Corrales and
Penfold 2015; Menaldo 2016) because the weakness of state institutions
is a fundamental characteristic of many resource-rich nations. The
weakness of the state (and its capacities) affects the ability of the
government to provide social benefits and public goods to the population.
In petrostates, the weakness of state institutions challenges the ability of
political leadership to collect and redistribute windfall revenues. In
countries with extremely weak state institutions, leaders have no choice
but to establish alternative (non-state) mechanisms for the collection and
redistribution of oil rents. The use of these mechanisms can lead to the
formation of clientelistic networks and further erosion of the state and its
infrastructural power (Mann 1984).

Summing up, the academic literature shows that control over oil
revenues is a very important factor for the political survival of state
leaders in petrostates (Morrison 2015; Mahdavi 2020). Political leaders
strive for oil revenue maximization because it maximizes their power.
However, in the academic literature, some scholars assume implicitly that
the desire of state leaders to control oil revenues leads to the
transformation of all petrodollars into the budgetary revenues of the
state. However, it is not always the case. Political control over petrodollars
can also be exercised informally using non-public funds rather than
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collecting all petrodollars in the state budget. State leaders can accumulate
oil export revenues in informal funds and use them for their own political
needs without any public scrutiny. In theory, the use of informal
mechanisms of resource rent allocation makes some sense for the political
leaders of countries whose state capacities are very weak. On the contrary,
in countries with relatively strong state capacities, political leaders should
have powerful incentives to use the state rather than informal practices to
control the process of resource rent allocation.

Russia as a perfect petrostate

After the dissolution of the Soviet Union in 1991, the problem of the
radical transformation of all sectors of the economy (including the oil and
gas industries) became a big issue in Russian politics (Gaidar 2007). The
post-communist economic transition and market reforms included the
mass privatization of oil fields and state-owned petroleum assets. The old
bureaucratic model of industrial management was replaced by a market-
based corporate system in the oil and gas sectors (Gaddy and Ickes 2005).
However, in the 1990s the privatizations of the oil and gas industries in
Russia were dissimilar because the federal government implemented
different strategies for the sale of these two sectors. While the oil industry
was bought up almost exclusively by private companies, the assets of the
gas industry were accumulated in the hands of the newly established
state-run company Gazprom.

In the 1990s, the post-communist privatization of the petroleum
industry resulted in the division of the state-owned oil assets among
recently established private oil companies. Pauline Jones Luong and Erika
Weinthal point out that Russia’s privatization of the petroleum industries
was atypical for post-Soviet countries (Jones Luong and Weinthal 2010).
While in other post-Soviet republics foreign companies actively
participated in the privatization of oil industries, in Russia it was domestic
private companies that were the key winners of the privatization process
in that they gained exclusive control over the petroleum industry. Some
of the businessmen who privatized the oil sector in the 1990s subsequently
became well-known as Russian ‘oligarchs’ (Hoffman 2002).

Unlike the oil industry, ownership of the gas sector did not pass to
private companies. The ministry of the gas industry of the Soviet Union
was transformed into Gazprom, the national gas company of Russia,
which became the monopoly gas producer in Russia and one of the
leading gas companies in the world (Gustafson 2012). However, despite
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the status of the national gas company, Gazprom initially had a mixed
ownership structure in which the federal government did not have a
majority shareholding. The state did not have full control over Gazprom
until the mid-2000s, when the federal government returned the company
to state control.

The privatization of the oil sector occurred under conditions of an
economic crisis and the deep transformation of Russian society (Gaidar
2007). Economic reforms and the dissolution of the Soviet Union resulted
in a deep crisis of state capacity in Russia and other transitional nations
(Volkov 2002). In the 1990s and early 2000s, the Russian federal
government proved itself to be very poor at capturing revenue from oil
and gas production. The state did not have efficient fiscal instruments to
force private oil companies to pay taxes to the state budget (Jones Luong
and Weinthal 2010). While in the 1990s oil companies and oligarchs were
very strong and powerful, the Russian state was very weak and chaotic
and thus struggled to bring order to the regulation of the economy.

The privatization of the petroleum industry had positive as well as
negative effects on the Russian economy. On the one hand, privatization
radically improved the efficiency of the oil sector in the post-Soviet period,
which was a fundamental cause of the economic boom of the 2000s
(Aleksashenko 2018). Gustafson thinks that the transformation of the
petroleum industry in the early 1990s produced the ‘economic miracle’ of
the Russian oil sector one decade later (Gustafson 2012). This ‘miracle’
was characterized by the relatively high efficiency of the oil sector and the
increase of oil production in Russia in the late 1990s and the early 2000s.
In other words, private oil companies radically improved the productivity
and efficiency of the oil sector compared with the Soviet era. However, in
the 1990s the privatized model of the oil sector and the low level of state
capacity undermined the ability of the federal government to transform
resource rent into government income.

There were two problems for the Russian government in the 1990s
in the context of resource rent collection. Firstly, the general level of state
capacity was quite low, which meant that the government did not have
efficient instruments of resource rent collection. Secondly, in the 1990s
the international oil price was very low, so the state was afraid to impose
heavy taxes on the petroleum industry as it would make oil production
unprofitable. Moreover, under conditions of low oil prices, increasing the
fiscal burden on oil companies could have a harmful effect on the ongoing
modernization of the petroleum sector.

Everything changed after Vladimir Putin took power in 2000. His
rise to power coincided with the increase in international oil prices and
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the improvement of Russian state capacity. The oil price recovery created
good conditions for the state to increase the tax burden on the petroleum
sector and oil companies. In the early 2000s, some political and
administrative reforms were carried out by Putin’s team, which allowed
the government to strengthen its control over the bureaucratic apparatus
at all levels. These reforms improved Russian state capacity but also
eventually resulted in the consolidation of power in Russia and the rise of
Putin’s regime (Gel'man 2015).

In the 2000s the successful development of the privatized oil sector
was a key driver of economic growth in Russia and the rise of Putin’s
popularity (Treisman 2014). However, Putin decided to carry out the
nationalization (or renationalization to be precise) of the oil sector and
kill the goose that had laid the golden eggs. Putin’s politics of
renationalization meant the return of some strategic economic assets to
the state (Aleksashenko 2018; Aslund 2019, 97—131). The existence of
prosperous private oil companies (owned by powerful oligarchs)
conflicted with the interests of Putin’s regime in the long term. The logic
of political survival pushed Putin to concentrate all resources and
economic assets in the hands of the state or the hands of the companies
affiliated with the Kremlin.

The so-called Yukos affair was the first episode of the transformation
of the Russian petroleum industry (as well as of the basic principles of
Russian politics) in the early 2000s (Volkov 2008). Yukos was a leading
oil company in Russia, which was expropriated by the state in 2003. As a
result of the Yukos affair, the assets of the oil company were expropriated
by the state-owned company Rosneft, while the Yukos CEO, Mikhail
Khodorkovsky, was sent to prison for 10 years. From a theoretical
perspective, the nationalization of the leading oil company could be
explained by the desire of Putin to maximize his power through the
maximization of state revenues from oil production (Mahdavi 2020).

The Yukos affair was the most important but not the only episode of
the renationalization of the petroleum industry in Putin’s Russia. In the
2000s Gazprom also started collecting the assets of private oil companies.
For instance, in 2005 Gazprom bought the major shares of Sibneft, the
private oil company owned by Roman Abramovich, for 13 billion dollars.
As a result of this deal, Gazprom expanded its business specialization
from gas production to include the production of oil (Gustafson 2012).
Moreover, in the 2000s the federal government increased its participation
in the shares of Gazprom, as a result of which the state gained control
over the gas company. It was an important moment in the renationalization
of the Russian oil and gas sectors because in the previous decade the

THE PITFALLS OF RENT-SEEKING

47



48

federal government did not have full control over Gazprom, despite the
company’s formal status as the national gas company.

The renationalization of the petroleum industry in the early 2000s
allowed the federal government to improve the process of resource rent
collection. The state obtained efficient instruments for the capture of
resource revenue. In the early 2000s, Putin’s administration carried out
some important changes in the administration of petroleum taxation
(Vatansever 2021). The lion’s share of all government resource revenue
came from two taxes: export duty and severance tax (or NDPI in the
Russian language). The introduction of these two taxes optimized
petroleum taxation, as the result of which the process of resource rent
collection and the administration of tax collection became more efficient
in comparison with the 1990s (Jones Luong and Weinthal 2010).

The renationalization of the petroleum industry had a negative
impact on the efficiency of oil production in Russia over the long term.
There is some evidence that the quality of the management of the
petroleum industry decreased dramatically after its renationalization in
comparison with the late 1990s and early 2000s. In other words, the
nationalization of the industry did not result in the flourishing of oil
production in Russia. Moreover, eventually, in the 2010s the petroleum
industry started suffering from deep inefficiency and corruption.

The radical improvement in petroleum tax collection allowed the
state to accumulate a significant amount of oil revenue in the state budget,
with the result that the federal government became rich enough to
increase public spending in the 2000s. Between 2000 and 2008 the total
amount of government spending (including social spending) increased
several fold. However, despite the significant rise in government income
during the oil boom of the 2000s, the budgetary and financial policies of
the Kremlin were quite conservative and cautious. Putin’s Minister of
Finance, Alexei Kudrin, ‘utilized’ part of the windfall revenues, which
were concentrated in newly established sovereign wealth funds (SWFs).

Aswas the case with other petrostates which had established similar
funds, in Russia the SWFs were created with the aim of (1) controlling
economic overheating, (2) containing inflation and (3) saving money for
the future. The collection of revenue from oil production was conducted
by the state so successfully that the Kremlin decided to save money for a
rainy day in the event that the international oil price were to fall
(Vatansever 2021). So, the basic economic function of SWFs was to
remove petrodollars from circulation in the Russian economy during the
oil boom of the 2000s. The creation of such funds allowed the Russian
government to survive the financial crisis of 2008-9, which hit the
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Russian economy hard due to the sharp drop in the oil price. Moreover,
financial reserves from the SWFs helped Russia to maintain
macroeconomic stability during the economic crisis of 2014-16.

Putin’s economic policy can be characterized as neoliberal etatism,
the basic principles of which are state control over all strategic economy
sectors (including the petroleum industry), monetary conservatism and
moderate social spending. Even in the years of high oil prices (such as
2007-8 and 2012-13), the Russian state did not carry out a massive
redistribution of petrodollars through ambitious social programmes
because the financial authorities feared an increase in inflation and other
macroeconomic effects. However, even though the Russian financial
authorities were converts to the neoliberal faith, the Russian neoliberal
paradigm differs from classical archetypes (Harvey 2005; Appel 2011).
The basic difference between Putin’s neoliberalism and the neoliberal
practices of advanced capitalist economies is that in Russia all revenue
flows into the state’s coffers, while in the other neoliberal economies, at
least in theory, wealth concentrates in the hands of banks and
corporations. The key goal of Putin’s economic policy, or Putinomics
(Miller 2018), is to maintain macroeconomic stability and to ensure the
continued existence of Putin’s regime.

Venezuela as a paradoxical petrostate

Venezuela is a country with a nationalized petroleum industry. The oil
sector was nationalized in 1975 and, as a result, the expropriated oil
assets were concentrated in the hands of the newly established state-
owned oil company PDVSA (Petrdleos de Venezuela). During the oil boom
of the 1970s and 1980s, PDVSA was a ‘cash cow’ for the government of
Venezuela (Karl 1997). Even after the decrease in oil prices in 1986
PDVSA was a relatively efficient NOC, but at that time the efficiency of the
petroleum sector did not translate into additional resource revenue for
the state because the international oil price was low. David R. Hults points
out the paradoxical situation that ‘while PDVSA continued growing
during the 1980s, the Venezuelan economy faltered’ (Hults 2012, 428).
In the 1990s the oil price remained very low, so these years can be
characterized as the ‘lost decade’ of the Venezuelan economy.
Everything changed in 1998 when Hugo Chavez, a populist outsider,
won the presidential election. During the electoral campaign, Chavez
exploited the rhetoric of resource nationalism, according to which all
profits from oil production should be owned by the people rather than
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international investors and corrupt elites (Hellinger 2016; Rosales 2018).
After the electoral victory of 1998, the Chavez administration faced a
deep political crisis in Venezuela. The old elites openly demonstrated
their disloyalty to the new president and his reform agenda. Chavez
launched a series of political and economic reforms aimed at dismantling
the whole system of government, which had existed in Venezuela since
1958. Chavez carried out the constitutional reform and won the
referendum of 1999, which polarized and politicized the divided
Venezuelan society. While what Chavez wanted was to create a new
political system through the destruction of the old regime (Brewer-Carias
2010), what ensued in the late 1990s and the early 2000s was the
disorganization of the administrative capacity of the Venezuelan state.

The constitutional reform and the political conflict with the old
elites in 1999 set the trajectory of the political development of Venezuela
in the decades that followed. The weakening of formal political
institutions in a bid to strengthen the political power of the authoritarian
leader resulted eventually in the collapse of statehood in Venezuela. In
the 2010s under Chavez’s successor Nicolas Maduro, Venezuela looks
more like a failed state than a prosperous petrostate.

In the first years of his presidency, Chavez launched the serious
reform of the petroleum industry and the state-owned oil company
PDVSA. The 2001 Hydrocarbons Law imposed very strict restrictions on
the participation of international capital in the process of oil production
in Venezuela. The implementation of this law resulted in the escalation of
political conflict between the Chavez administration and PDVSA. The
struggle for the autonomy of the company led to a series of strikes in
PDVSA in 2002 and 2003. These strikes had very detrimental effects on
the petroleum industry of Venezuela and the catastrophic decrease of oil
production in the short term. For instance, in November 2002 the level of
oil production was 3.3 million barrels per day, while in January 2003 the
level of oil production was only 700,000 barrels per day (Hults 2012,
433). However, Chavez quickly took control of the situation in that
‘[d]uring early 2003, the government shed more than 18,000 of the
company’s 33,000 employees’ (Hults 2012, 434). This decision by
the Chavez administration was a catastrophe for the efficiency of the
Venezuelan oil sector because many qualified workers lost their jobs.

All these actions by the Chavez administrations led to a decline in
PDVSA’s efficiency and the state’s ability to collect revenues from oil
production. However, the efficiency of the petroleum sector itself
deteriorated as a result of the non-market regulation of petroleum prices
in the years of Chavez’s presidency. For instance, PDVSA was obligated to
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sell gasoline (petrol) at very low prices. Still today Venezuela has the
cheapest gasoline prices in the world for domestic consumers. Low
gasoline prices were an important instrument used by the Chavez regime
to ‘buy’ the loyalty of the population. However, the production of cheap
gasoline was money-losing for PDVSA and cost 15-20 billion dollars
annually (Rodriguez et al. 2012). The production of cheap gasoline goes
against the logic of the market economy, so the government of Venezuela
had to subsidize PDVSA through various tax cuts. Hence, the production
of cheap gasoline was very beneficial politically for Chavez but very
expensive economically. In the long term, the production of cheap
gasoline undermines the efficiency of the Venezuelan petroleum industry.

PDVSA was also required to assume other functions that are not
typical for state-owned oil companies. Chavez’s decision to take control of
PDVSA and its management in 2002-3 resulted in the transformation of
the role the company played in the economy and Chavez’s state. The
national oil company was obliged to provide some public goods to the
population, while real formal institutions were partially destroyed and
unable to function well. Under Chavez, PDVSA became a parallel state
(‘estado paralelo’), which assumed many of the functions of the central
government. In addition to formal tax pressure on the company, the
government of Venezuela imposed heavy non-budgetary obligations on
PDVSA. David R. Hults points out that ‘PDVSA has actually taken over
more administrative functions than its pre-Chavez incarnation’ (Hults
2012, 443). The expansion of PDVSA’s role in regulating the economy
allowed the Chavez administration to make up for its inability to run the
bureaucratic apparatus due to the attempts of the old elites to block and
sabotage all of Chavez’s actions. While Venezuela’s political system was
fragmented and the state capacity of the country was low in the early
2000s, it was less risky for Chavez to spend petrodollars through the
funds of PDVSA than to spend resource revenues through formal
mechanisms and public institutions (such as the state budget).

Chavez implemented a very unusual model of resource rent
allocation, which is atypical for petrostates with nationalized petroleum
industries. In this model, a significant amount of the resource revenue is
redistributed through non-budgetary mechanisms rather than through
public spending of the state budget. The non-budgetary mechanisms of
redistributing the oil revenue took the form of the Bolivarian missions
targeted at solving social problems. These missions were a key instrument
of social policy in the years of Chavez’s presidency. All missions were
funded primarily by PDVSA through informal funds, while the government
did not participate actively in financially supporting these programmes.

THE PITFALLS OF RENT-SEEKING

51



52

The non-budgetary obligations of PDVSA, most of which were affiliated
with missions, increased 30-fold between 2003 and 2008 (Hults 2012,
449). Kirk A. Hawkins points out that missions are funded primarily by
direct transfers from PDVSA and estimates that ‘only 8% to 24% of the
funds came from the regular national budget, depending on the year’
(Hawkins 2010, 199). In addition to the Bolivarian missions, PDVSA was
obligated to fund the FONDEN (the National Development Fund), which
was created in 2005 to implement infrastructure projects (schools, roads,
hospitals, etc.). The principles of the work of FONDEN were equivalent to
the Bolivarian missions. In total PDVSA sent 27 billion dollars to the fund
between 2005 and 2008 (Hults 2012, 449).

The nature of the Bolivarian missions is very similar to the
clientelistic practices of other Latin American countries, in which political
leaders redistribute state revenue to targeted social groups through
private goods rather than generating universalistic public goods to
everyone (Stokes et al. 2013; Diaz-Cayeros et al. 2016). However, in
Chavez’s Venezuela, the budgets of the missions were so generous and
ambitious that Hawkins is not sure that these social programmes can be
classified as a classical example of clientelistic practices (Hawkins 2010).
Matthew Rhodes-Purdy characterizes the clientelistic practices of the
Chavez regime as ‘participatory populism’ (Rhodes-Purdy 2017) because
ordinary citizens were allowed to participate in the operation of social
programmes. Under Chavez the organizations of workers’ councils, the
so-called Bolivarian circles or circulos bolivarianos, were actively involved
in the operation of Bolivarian missions. In other words, the political
regime delegated the distribution of petrodollars (at least, a certain part
of oil rents) to its core supporters at the local level. The Bolivarian circles
formally were the institutes of civil society rather than the state, so this
institutional architecture of the Venezuelan ‘welfare state’ could explain
why the central government did not concentrate all its windfall oil
revenues in the state budget.

Following the logic of the parallel state, PDVSA assumed some basic
government functions, such as the provision of public goods (or private
goods to be precise). The general level of public administration in
Venezuela under Chavez was quite low, so it may have been more efficient
to spend resource revenue through PDVSA and non-budgetary funds
rather than spending petrodollars through formal institutions (such as
the state budget). Chavez faced political resistance from the old elite and
the bureaucracy in the first years of his presidency, so he had good reason
to believe that the state apparatus was not loyal to him. The Venezuelan
political elite was very fragmented, so Chavez did not have total control
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over the bureaucracy at all levels. Thus, he had to invent new, alternative
mechanisms for the collection and redistribution of oil revenues as a way
of risk-hedging for his regime under conditions of a fragmented political
system and weak state capacity. For political reasons, the executive
branch did not want to face the scrutiny of public spending by the
parliamentary opposition (as well as opposition in regional governments),
which was very active and powerful in the early 2000s.

In the years of Chavez’s presidency, Venezuela faced classical
manifestations of the resource curse such as economic troubles and the
erosion of the state (including the radical weakening of state capacity and
state institutions). Terry Karl points out that Venezuelan statehood has
never been particularly strong (Karl 1997). Even in the 1970s and 1980s,
during the ‘golden age’ of the Venezuelan economy, the political
institutions of this Latin American country (and its state institutions)
were far from being strong and effective. However, under Chavez, the
quality of Venezuela’s state capacity deteriorated so much that the state
could not be an effective operator of social programmes anymore. In
other words, the Venezuelan state could not guarantee Chavez full control
over the collection and distribution of oil rents. The weakness of state
capacity pushed Chavez to delegate the functions of the operator of social
programmes to non-state actors such as the Bolivarian circles and PDVSA.

Conclusion

The abundance of natural resources carries both opportunities and risks
for political leaders of oil-producing countries. On the one hand, resource
rents are sources of political power since in resource-rich nations those
who control the distribution of petrodollars control the distribution of
power. On the other hand, power based on the extraction of natural
resources eventually tends to destroy itself because the flow of oil rents
tends to gradually erode state institutions, which leaders need to exercise
their power. This erosion of the state (and its capacity) is one of the well-
known manifestations of the resource curse in the academic literature
(Karl 1997; Smith 2007).

The state is a core element of any political system, which legitimizes
the existing political and economic order. However, the role of the state
is especially strong in oil-producing countries because a rentier state takes
the functions of the collection and redistribution of oil rents across social
groups. In oil-producing countries, the state is usually a key instrument
of resource rent allocation, without which political leaders cannot control
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the redistribution of petrodollars and exercise their power. The academic
literature claims that in oil-exporting economies, the state often falls
victim to the resource curse, which leads to weakening of its institutions.
Under the conditions of weak state capacities, political leaders eventually
lose the ability to use the state for successful collection and efficient
redistribution of petrodollars for their political purposes. The fall of state
capacity (caused by the resource curse) potentially undermines the
foundations of political power in resource-rich countries as well as the
ability of political leaders to use oil export revenues to hold on to power
in the long term.

The ambivalence of power in oil-exporting economies manifests
itself in the fact that oil rents are both a source of power and a major
threat to its retention. The comparative analysis of Russia and Venezuela
illustrates this power ambivalence of resource rent for Putin and Chavez.
What unites both leaders is that they took almost all political advantages
from the high oil prices of the 2000s and actively used windfall revenues
for the maximization of their rule. At the same time, in the 2000s, both
regimes faced serious economic and political risks, which could lead to
the erosion of the state institutions of both countries and overheating of
their economies. For Putin and Chavez, the boom of oil prices was not
only ‘the manna from heaven’ but also a serious political risk, which they
had to minimize to survive politically.

In both countries, political leaders had to implement various
practices to minimize the potential political risks from the resource curse.
However, Putin and Chavez dealt differently with side effects of the
resource curse, including the risks of state capacity erosion. While Putin’s
regime managed to avoid the radical weakening of the state and even
strengthened its capacity during the oil boom of the 2000s, Venezuela’s
state capacity in the 2000s deteriorated so much that Chavez had to
establish alternative (non-state) mechanisms for the collection and
redistribution of resource rent. The radical deterioration of Venezuela’s
state capacity pushed Chavez to transfer a few traditional state functions
such as the operation of social programmes to PDVSA and the Bolivarian
circles. The difference between Russia and Venezuela in resource rent
collection (Tables 3.1 and 3.2) can be considered as the statistical
illustration of the fact that during the oil boom of the 2000s the state
capacities of these countries were not similar. Whereas Russia managed
to minimize the political and economic threats of the resource curse (such
as the weakening of the state), in Venezuela the political leadership failed
to escape from the resource curse problems, including the collapse of
state capacity.
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The erosion of the Venezuelan state challenged Chavez’s regime and
pushed the political leadership to deprive the state of its traditional
monopoly on the collection and redistribution of resource rent. The rise
of the dysfunctionality of the state undermined the political power of
Chavez because his administration faced the administrative inability of
the Venezuelan state to redistribute petrodollars for the clientelistic needs
of the regime. In the years of Maduro’s presidency (after 2013), this
problem was exacerbated by the general crisis of the regime’s legitimacy,
which led to the transformation of Venezuela into a failed state in the late
2010s (Corrales and Penfold 2015).

In contrast, in the 2000s Putin strengthened his power through the
strengthening of the state and its ability to collect and redistribute oil
export revenues. The neoliberal financial policy, for instance, was an
important factor of Putin’s success in the minimization of the risks of the
resource curse in the 2000s. The increase of Russia’s state capacity
allowed Putin to maximize his personal power and stabilize his regime.
However, the success of Putin’s economic policy was not everlasting. In
the 2010s the problems of Russian economic development — caused by
geopolitical contestations as well as the resource curse — started to
undermine Putin’s power through the gradual erosion of state institutions
and the stagnation of the economy. Triggering the growth of the Russian
economy (and being the cause of Putin’s power) in the 2000s, the
abundance of natural recourses eventually turned out to be the
fundamental obstacle to Russian economic development and a threat to
Putin’s power in the late 2010s and early 2020s. Therefore, every
petrostate is a ‘colossus with feet of clay’, whose reliance on the extraction
of natural resources strengthens the power of the state (and its leader) in
the medium term but tends to undermine it in the long run.
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4

Contradictions of centralization:
Four models of interaction between
Russian rural communities and
government and agribusiness

Alexander Nikulin and Alexander Kurakin

Introduction

The market reforms of the early 1990s triggered dramatic changes in
rural Russia (for an overview, see Uzun and Shagaida 2015; Wegren et al.
2018). Unlike the Global South, Russia had a different starting position
in the capitalist transition, as it shifted not from traditional agriculture to
capitalist agriculture, but from already industrialized agriculture to
capitalist institutions. However, that institutional shift came with a
profound rearrangement of power relations in rural areas. In this chapter
we analyse the ambivalent effect of power relations on sustainable rural
development by providing the models of interaction of Russian rural
communities with the government and large agribusinesses.

Recently, Russia has emerged as an important actor on the
international food markets but is still struggling with many social
problems in rural areas. Despite the rise of Russian agribusiness (state—
corporate coalitions), statistical surveys indicate that many rural
households have been abandoned and rural settlements have disappeared
(Rosstat 2018), and that process is still under way. This contradiction of
Russian agrarian capitalism is quite apparent, as it represents the
ambivalence of capital per se, which produces both prosperity and
poverty. However, other contradictions are less obvious. Russian rural
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territories (even neighbouring ones) evolve in different directions and at
different speeds.

This chapter seeks to explain the uneven development of rural
territories in Russia through the lens of ambivalent power relations. The
capitalist transformation of Russian agriculture has led to well-
documented differences between regions, such as fast growth in the south
and equally fast decline in the north. The explanation of this difference is
quite apparent: agrarian capital goes to fertile zones with favourable
climate, while territories which previously received subsidies from the
planned economic system now suffer from a lack of investments, although
there are cases that contradict this trend.

Firstly, if we make a distinction between agriculture and rural
territories, we have to admit that agricultural growth does not necessarily
lead to rural development and vice versa. Numerous international studies
show that the transition to capitalism in agriculture often comes with a
lot of drawbacks, negatively affecting the lives of rural populations.
Secondly, we can find examples of relatively sustainable areas against the
background of desperate decline in rural life as well as contrasting
examples of stagnation of rural life against the background of economic
growth. Our chapter provides a set of case studies which aim to show the
reasons for these counter-intuitive outcomes.

Of course, one can analyse various factors influencing the rural
development of particular cases. This chapter considers just one, namely,
the power relations in play in rural territories. This chapter shows the
ambivalent results of that power. It argues that if we only consider the
type of winners in a rural territory (for instance, agribusinesses versus
smallholders), we will not be able to explain the contradictory outcomes
for rural sustainability. The question is not just about who wins. Thus, we
suggest that the degree of power concentration or decentralisation is an
additional dimension of power relations, which helps to explain the
contradictions of rural development.

Power in rural areas: rural communities, agribusiness
and the state

From an economic perspective, we consider a rural territory to be a place
with a combination of production factors: labour, land and capital.
Historically, rural territories were synonymous with agricultural
production. Later those concepts became disconnected not only logically,
but also practically. However, despite there no longer being an a priori
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relationship with agriculture, our chapter focuses on rural areas which
are used for agricultural production and depend on it.

From a social perspective, a rural territory is a place for people to
live. Firstly, it includes the social infrastructure demanded by the local
population: roads, gas, water, electricity, schools, hospitals, shops,
entertainment and so forth. Secondly, it is related to the opportunities for
people to earn a living. Vorbrugg (2019) called the erosion of the social
dimension of Russian rural territories, which followed the market
reforms, a ‘dispersed dispossession’. He used that term to distinguish
between popular land-grabbing discourse, which implies ‘quick’, visible
and overt violence and is applied mostly to the Global South, and rural
transformations in many Russian regions, where the struggle for land is
not an acute problem at all. We consider the social dimension to be a
source of legitimation for a given combination of labour, land and capital
on a rural territory. It implies that local communities do not always fight
for independence and self-government. Instead, they tend to support any
combination of labour, land and capital, including a monopoly of state
ownership or agribusiness, if it can provide decent social development.
This may partly explain why, unlike in the Global South with its numerous
rural resistance movements, the Russian rural population remains silent
(Mamonova and Visser 2014).

We consider the combination of labour, land and capital through
the lens of power relations in the economy. We use a simple interpretation
of power as the capability to control labour, land and capital. By control
we mean the ability to acquire those resources (from a rural territory
itself or outside) and to manage their flows. On the one hand, access to
production factors is necessary to start efficient production. On the other,
the concentration of these factors in the hands of a single actor can also
have negative social consequences.

The central argument of this chapter is that the concentration of
power in economic relations leads to the concentration of labour, land
and capital in the hands of a single actor (or homogeneous group of
actors) and, in turn, results in the degradation of a rural territory.

This argument highlights the ambivalent role of power relations in
sustainable rural development. It shows that positive or negative
outcomes for sustainable development are not determined by who has the
upper hand in a power struggle. It is not enough to identify the winner; it
is equally important to figure out how the power is structured. Therefore,
any winner (agribusiness, the state or smallholders) can produce
contradictory results for a rural territory.
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Critical agrarian studies used to blame the global corporate food
system for its negative impact on sustainability. At the core of this critique
lies the statement of monopolized power in the hands of transnational
food corporations. Moreover, monopoly of economic power is criticized
both from neoclassical economics and lefties, though each side suggests
different remedies. While economists seek the solution in competitive
markets and free trade, critical agrarian scholars suggest alternatives,
which mostly rely on small-scale local producers and special market
networks, which directly link producers with consumers, thus avoiding
the global food system.

While supporting the general claim that monopolies tend to produce
unsustainability, we argue that monopolization of economic power
reveals its ambivalent effect. Firstly, at the level of organizational
populations, monopoly takes the form of prevalence. For instance, while
a single small-scale producer does not have substantial economic power,
a whole sector can be dominated (prevailed) by small-scale producers.
Below we show that this unification of the rural economic landscape can
also have negative consequences in terms of sustainability.

Secondly, discussions on economic power often imply that power is
always a desirable prize. However, if power is not taken but simply given,
this statement becomes questionable. Power is complemented with
capability, willingness and responsibility/risk. As a rule, large capital has
all that and therefore seeks power, while the rural population often does
not know what to do with power. Post-Soviet agrarian reforms in Russia
serve as a good example of the ambivalent relations between the
de-monopolization of centralized planned agriculture and sustainable
rural development, when the rural population mostly ignored the
opportunity to become a ‘master’ on their own land.

The Russian case shows that the concentration of power in the
hands of any type of actor has a negative impact on rural sustainability. In
this section we briefly illustrate our argument with reference to the
extreme cases of agribusiness and household domination.

The domination of agribusiness turns a rural territory as a place to
live into an agricultural territory as a space for food production. In
extreme cases, the latter means that there is no need for people anymore,
as the development of agricultural machinery leads to the further
substitution of human labour in agriculture. The second option
exemplifies to some degree the ‘art of not being governed’ (Scott 2009),
which in Russia is not a happy tale either. Like Scott’s stateless Zomia
highlands of Southeast Asia, some remote Russian regions and settlements
found themselves outside state control and regulation. Russian geography
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always helps people to avoid or reduce state control. Moreover, after the
collapse of the centralized Soviet state, the capacity and willingness of the
Russian government to control everything weakened substantially. Those
communities can be labelled as autonomous, isolated or even autarkic
(see Pozanenko 2018). However, in contrast to deliberate avoidance of
state control in the case of Zomia, many Russian communities are not
happy with the disappearance of the state. Here households obtain the
power to control resources but are not able to attract investments. As a
result, in extremely remote areas these communities turn to hunting and
gathering, while in less extreme cases they abandon previously cultivated
land, switch to non-agricultural activities or migrate. However, even in
remote areas rural people can overcome the atomization of households
and act as a community, which gives them opportunities for sustainable
development.

The decentralization of power gives rural communities opportunities
for development, as it provides a balance between these extreme
situations. Decentralization means competition for production factors
and, at the same time, the ability to obtain a sufficient amount of these
factors for effective economic activity. Therefore, decentralization could
mitigate the consequences of negative economic trends, while
concentration could spoil the effects of economic growth.

We argue that the distribution of power (concentration or
decentralization) serves as one of the factors explaining contradictions of
rural development in Russia. The latter has been studied by many agrarian
scholars, who provide considerable evidence for different models of
evolution of rural territories.

During perestroika, in the final period of the Soviet Union, Shanin
(1989) framed four models of Soviet agricultural development. The first
model is based on the principle which prioritizes large and technically
advanced agricultural enterprises (the period of Stalin’s five-year plans).
The second model represents the further enlargement of agricultural
enterprises and intensive capital investments in agriculture and rural
social infrastructure (the Khrushchev and Brezhnev periods). The third
model questions the priority given to large farms and underlines the
importance of personal interest on the part of rural labour in hard and
responsible work (the importance of market stimulation in the perestroika
period). The fourth model, while acknowledging the importance of
economic interest, argues that the emergence of strong and independent
rural communities is the key factor in sustainable rural development. In
other words, successful agriculture is based on a socio-cultural
foundation.
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Neoliberal market reforms gave life not only to capitalist institutions
and practices, but also to archaic social relations, complemented with
residual Soviet practices. Nikulin (1999; 2002; 2003) studied those
paradoxical hybrids and suggested models of patrimonial government,
symbiotic appropriation and redistribution in post-Soviet large farm
enterprises. These descendants of collective farms inherited the latter’s
dual internal structure, which consists of industrialized farms and a
number of household economies of farm workers. These different parts,
while having diverse interests, have to compromise with each other under
the patrimonial management of the head of a farm (former kolkhoz or
sovkhoz),* who has to find a balance between profit-seeking and social
responsibility. That symbiotic model is slowly but surely transforming
into the model of a capitalist farm, albeit preserving local differences
(Nikulin 2002; 2010). Lindner (2002) suggested the model of
reproductive cycles of wealth and poverty, which explains local differences
in rural development.

Nefedova (2003) suggested a typology of rural regions in post-
Soviet Russia, in which she sets out the continued differences between
centres and peripheries as well as between fertile and non-fertile zones.
Later, Pallot and Nefedova (2007) demonstrated the diversity of
household agriculture in various regions. Nefedova (2013) suggested a
number of models of rural development in non-fertile regions in central
Russia and the Russian North. She underscores that it is impossible to
preserve the Soviet model of intensive agriculture in these areas, so
further depopulation and the abandonment of lands are inevitable.
However, some local forms of activity and development seem possible.
Those activities vary from farming, inherited from kolkhozes but reduced
in scale, to the use of local natural resources (e.g., forests and rivers),
tourism, as well as cultural, historical and ecological services. Pokrovskij
(2008) also sees a way to transform the Russian northern rural territories
by engaging in non-agricultural activities.

Pozanenko (2018) studied a number of remote or isolated rural
settlements and suggested that autarky (autonomy, self-sufficiency) can
sometimes strengthen the sustainability of a rural settlement. He also
studied the exotic phenomenon of eco-villages (Pozanenko 2016), where
inhabitants try to create autonomous communities based on various
religious, philosophic or mystical ideas (see also Karpov 2017).

A Both are abbreviations. Kolkhoz is a collective farm (formally, artel or cooperative) while
sovkhoz is a soviet farm, i.e. state-owned enterprise.
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Averkieva (2017) proposed a symbiotic model for the Tarnog
district in the Vologda region. Applying this model, she tries to explain
the relatively successful development of the district despite its
unfavourable geographic and economic location. Below we will use
Averkieva’s case study for our own classification.

Fadeeva (2015) distinguishes four institutional models of rural
communities: corporate-paternalistic, corporate-entrepreneurial, family-
consuming and family-entrepreneurial. Those models reflect the relative
power and goals of corporate and family farming. One of her book’s main
ideas is that the prevalence of a single model leads to negative
consequences for rural communities. We borrowed this idea for our
analysis of power distribution in rural territories. However, our final
classification differs notably from Fadeeva’s.

We conclude that the majority of scholars identify four fundamental
characteristics in the evolution of post-Soviet Russian rural communities:
autarky (autonomy, self-sufficiency), symbiosis, plurality and monopoly.
Considering previous findings, we suggest our own classification of
diverse trends in Russian rural development: namely, roadside economy,’
symbiotic economy, mixed economy and unipolar economy, each of
which, in turn, has micro and macro versions (see Table 4.1). Our
empirical research over the last decade also confirms that the evolution
trajectory of rural communities dissolves into those four major directions.

We compiled the table using Shanin’s (1988) concept of expoliary
economies and Chayanov’s (1966) approach to the theory of non-
capitalist economic systems. However, the table serves illustrative
purposes only. According to Shanin, the modern worldview identifies two
poles of power, state and markets, while in-between those poles lie
various forms of social institutions and relations, which are often

Table 4.1 Development models of Russian rural territories

Roadside | Symbiotic | Mixed Unipolar
economy |economy |economy |economy

Micro | Macro
State - + - +
Households + + + -
Small Business + + - -
Community + + - - -
Markets - + + - +
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neglected by theoretical and political orthodoxy. The most important of
those ex-polar structures are households, self-subsistent, self-employed
economies, and local communities, which often represent the informal
economy (households, small business and community in Table 4.1). Each
model, therefore, is characterized by the visible presence or absence of
those five types of actors/structures. Their interplay produces the distinct
form of power distribution in a given rural community. Table 4.1
illustrates our case studies rather than providing a generalized argument.

The four models of rural development presented above are based on
five case studies of rural settlements and districts in different Russian
regions as well as on one generalized example of agribusiness dominance.
The data on four case studies come from previous projects (based on a
qualitative approach) and fieldwork by the authors in 2016-19. The
relevant information is, therefore, drawn from various interviews.

The roadside economy model is exemplified by the cases of Stupnaya
(10 interviews, 2017-18) and Malorossiyka (10 interviews, 2016). The
mixed model is presented by Razdolnaya (55 interviews, 2017-18). The
micro version of the unipolar economy model is reflected in the case of the
Chernyshevsky district (10 interviews, 2019). We changed the real names
of the settlements and the districts as well as the people’s names. The
example of a symbiotic economy model was borrowed from the article by
Averkieva (2017). Finally, we showed the macro version of the unipolar
model via a generalized example of agribusiness strategy in agriculturally
attractive regions (near large cities and in fertile regions). Here we base our
claims on 22 interviews from the Belgorod, Altai, Voronezh and Krasnodar
regions as well as on publications by our colleagues.

Our set of interviews includes managers of corporate farms, farm
wage labourers, local (regional or district) experts, family farmers,
smallholders, local activists, local non-agricultural entrepreneurs and
rural dwellers. That variety allows us to examine local events from
different angles.

Case study of regional models of rural territories

The four models suggested above form a continuum from a situation in
which power is concentrated in the hands of rural communities (roadside
model) to a situation in which power is concentrated exclusively in the hands
of either agribusiness or dispersed households (unipolar model). Between
those extreme poles we place symbiotic and mixed models. A symbiotic
model represents an equilibrium in power relations between communities,
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the state and business, with communities dominating. A mixed model
represents the coexistence of diverse forms of agriculture, such as family,
small, medium and large farms, with large agribusiness dominating.

Roadside economy

The roadside model of resource control is typical for peripheral, remote
rural territories, which are unattractive for business and hard to reach for
state control. Rural communities there tend to construct a locally specific
and largely autonomous way of living, relying mostly on their own resources
and capabilities and trying to preserve and develop local economic self-
sufficiency. We provide two examples of roadside economies.

Stupnaya is a village located in the midst of taiga forests in the
southern part of the Archangelsk region and has historically always been
one of the most peripheral agricultural regions in the Russian North,
where almost 120 rural settlements have vanished in the last half-century.
However, Stupnaya exemplifies resistance to the steady depopulation of
the rural Russian North. One of the most remote villages in the district,
Stupnaya is connected with other settlements by unsurfaced roads, which
are almost impassable in autumn and spring.

Stupnaya was established in the eighteenth century as the centre of
a cluster of small villages (10-15 households each). After collectivization,
Stupnaya became the central settlement for a local kolkhoz. In the 1960s,
according to a typical architectural plan, the kolkhoz constructed a square
in the centre of Stupnaya with three wooden buildings in the local style
— a kolkhoz office, a club and a school combined with a kindergarten. At
the end of the Soviet period over 400 people lived in Stupnaya, while
today only 200 remain. Moreover, the Stupnaya settlement cluster shrank
to its centre, and tiny villages of the cluster became completely
depopulated. Only a few houses there still serve as summer cottages for
the descendants of the original owners, who now live elsewhere.

According to late Soviet as well as post-Soviet agricultural criteria,
Stupnaya has a very disadvantageous location in economic and
geographical terms. However, it survived and is even developing relatively
well in comparison with the majority of the rural settlements in Kargopol,
which have either already vanished or are quickly shrinking. We now
discuss the reasons for its viability.

When considering the disappearance of rural settlements in Russia
today, we have so far only mentioned external economic-geographical
factors. However, internal factors relating to the socio-cultural
organization of local communities are no less important. For instance, in
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recent decades rural settlements in a number of Russian regions which
preserved their traditional rural ethnic, religious and communal values
have demonstrated a higher degree of viability.

At first glance, Stupnaya does not possess any specific traditional
rural virtues. It is not a settlement of Old Believer Christians with strict
religious discipline, nor is it either a Tatar or Bashkirian ethnic community
with dominant values associated with a traditional rural lifestyle. Indeed,
Stupnaya is still populated almost exclusively by local people, but that
does not explain its viability in the globalizing market economy despite
the rough northern climate.

First of all, we underline the personal factors such as the management
skills of local leaders (e.g., directors and entrepreneurs). Already in the late
Soviet period, the well-being of a kolkhoz community strongly depended
on the chairman’s decision-making and motivation. Stupnaya was lucky
with its chairman, a native man, who managed the local kolkhoz from the
mid-1960s until the end of the 1980s. In that period, Stupnaya obtained its
social infrastructure, relatively advanced milk production in the kolkhoz,
which was symbiotically combined with household agriculture and logging.
Stupnaya inherited a solid Soviet legacy that helped it to survive in the later
years of the market reforms of the 1990s. For almost a decade the former
kolkhoz struggled for survival but was unable to adjust to the new economic
environment and deal with the problems of marketing and re-equipment.
Finally, the farm collapsed in the late 1990s and local households took the
residual cows from the farm’s herd. However, households were not able to
find sales channels for their milk, as it was hard for them to transport milk
such a long distance. Thus, the remote location of Stupnaya hindered its
economic integration into wider market networks. The economy of
Stupnaya shrank to subsistence household agricultural production and
precarious jobs in logging nearby. It led to intensified out-migration,
alcoholism and offensive behaviour.

A new crisis manager, Morozov, revived milk production in Stupnaya.
He managed to obtain loans for new equipment and a milk herd, combining
milk farming and timber processing. In a short period, Stupnaya milk farms
became some of most productive not only in the district but in the
Archangelsk region as a whole. Moreover, Morozov spends the farm’s
resources to support the social infrastructure of the village. He converted
economic success into political capital by winning the district election to
the Archangelsk parliament. In turn, this position helps business, increasing
the possibilities of obtaining loans and subsidies.

As is the case with many agricultural post-Soviet farmers, Morozov
combines the elements of a capitalist entrepreneur with a Soviet
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executive. On the one hand, Morozov acquired over half of the farm’s
shares and has now become its de facto majority owner. On the other, he
carefully maintains the image of continuity between his current
management and the previous kolkhoz practices. He put together old and
new photos, documents and graphs on the walls of the farm office in a bid
to convey the historical continuity of milk farms in Stupnaya. During
conversations and meetings with the workers and local dwellers, he
demonstrates his respect for Soviet traditions.

The second factor supporting Stupnaya’s viability is the activism of
the local community. For example, an active religious community emerged
in Stupnaya, headed by an active priest and churchwarden. As a result, one
of the first churches in a rural settlement in the district was built in
Stupnaya. Moreover, Stupnaya has an active territorial self-government
organization (TSO), which has accomplished several infrastructure projects
(for instance, improvements to the children’s playground). The TSO and
religious community together supported the construction of a small
wooden hostel near the church. Those examples show that, despite
Stupnaya’s community not being the driving force behind local activism, it
still provides a favourable environment for it. Although local people do not
initiate activities, they are ready to support them.

Another important feature of Stupnaya’s community is that people
are capable of conscious collective action in the public interest. They
became, at least partly, a community for themselves. People engaged in
collective action in response to an attempt at a hostile takeover of the milk
farm by Archangelsk businessmen from the timber industry. Seven years
ago, the businessmen surprised everyone when they suddenly turned up at
a general meeting at the milk farm. They criticized Morozov and offered
shareholders a good price for the farm’s shares. Back then, the prospects for
the milk farm were uncertain and, therefore, their offer had a good chance
of being accepted. It was an emotional meeting. The ‘invaders’ promised
fantastic prospects for everyone. However, the working collective decided
that the unexpected visitors were interested only in predatory logging in
the surrounding forests and would simply sell off their newly created milk
farms. As a result, the vast majority of the shareholders decided to decline
the offer and demonstratively sold their shares to Morozov during the
meeting, thus making him the controlling shareholder.

Today, the remote village of Stupnaya represents a site of economic
and social stability, surrounded by declining rural areas in the Russian
North. The milk farm is steadily modernizing; Morozov provides a
sufficient number of jobs for the villagers on the farm and in logging. He
also uses his administrative position as a deputy in the local parliament to
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win additional subsidies for the farm and for the social sphere of
Stupnaya. The local religious community and TSO also contribute to rural
development. In sum, the combination of talented leaders and local
activism provided viability even to such a disadvantageously located
village as Stupnaya.

The second example of a roadside model is the case of the village of
Malorossiyka in Altai Krai (see Kulunda 2020). Malorossiyka stands in the
middle of a windy Kulunda steppe near the border with Kazakhstan. It
was established in 1908 by peasant migrants who participated in the
peasant migration campaign initiated by Stolypin’s agrarian reforms.
Some 135 people lived in Malorossiyka in 1991 but today only 38
inhabitants remain. In Soviet times, a branch of a larger sovkhoz was
located in Malorossiyka and specialized in crop production (wheat and
sunflowers). As elsewhere, local kolkhozes and sovkhozes were in a
severe crisis after the collapse of the Soviet Union. The sovkhoz went
bankrupt in the mid-1990s. Therefore, the Malorossiyka branch was
reorganized into a partnership of peasant farms, which also had no
success in farming, as the traditional specialization in grains did not suit
that relatively small, family-based mode of production. One of the leaders
of the partnership, Kashira, a native of Malorossiyka, decided to radically
change the specialization of the enterprise. He switched to the exotic (for
the steppe region) practice of goose breeding, as Malorossiyka has access
to water resources from the nearby lake and artesian wells. Crop
production was reduced to forage grain, while from 1997 to 2018 the
geese headcount increased from 3,000 to 25,000. Kashira and the workers
of the goose farm had to acquire new knowledge, purchase special
equipment and construct new buildings without sufficient money for
investments. Therefore, they did it slowly, step by step, repurposing old
equipment when they could.

Today, the goose farm in Malorossiyka is a stable, profitable
enterprise with well-thought-out logistics. Its produce goes not only to
consumers in Altai Krai, but also to Khakassia, Kazakhstan, Novosibirsk,
Novokuznetsk and Kemerovo. Paradoxically, these trade linkages only
strengthened the peripheral mode of living in the tiny Malorossiyka
community. As Kashira explains, ‘today it is better to live and work on
one’s own, trying to reduce any sort of dependence on anyone and
anything’. Unlike Altai producers of grain, milk and meat, who have to
intensively compete with each other, the goose farm in Malorossiyka has
not yet faced any worthy competitors. There is stable demand for goose
meat for thousands of kilometres, the prices are lower and the product is
more marketable in comparison with alternatives. Several farmers tried
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to copy Kashira’s project but did not succeed. Kashira and his staff
acquired the elements of local knowledge in goose breeding. That local
knowledge may seem somewhat mystical. For example, Kashira argues,
‘geese fertility and weight increment depend even on the strength and
direction of winds in this area’.

Other branches of local agriculture (grain, meat, milk, vegetables
and fruits in households) provide production for internal consumption,
and together they significantly limit the Malorossiyka subsistence
economy’s dependence on the outside world. Moreover, Kashira even
supports this autonomy. For instance, he delayed for as long as he could
establishing an internet connection, as he expected that this would result
in the intensification of bureaucratic control and requests for accounting
and reporting. Furthermore, like in other agricultural regions in Russia,
cases of land grabbing and redistribution happen in Altai Krai, although
Kashira’s farm has not yet been the target of a hostile takeover. However,
a major businessman offered Kashira a good price to sell his farm but
Kashira refused. Kashira identifies himself not as an entrepreneur but as
the leader and protector of the local community and his native land. He
commented on his refusal to sell the farm:

He does not care; he snatches what he wants and goes away. He
does not need the village; he does not need the pensioners. To sell
the farm to a man like him means to betray ... everything you live
for and everyone you are proud of. No way. It seems that I have to
prolong my duty of a watchman of the village and memory.

The district administration does not intensively interfere in local life, as
there are plenty of other depressed rural settlements with high
unemployment rates. Therefore, economically stable Malorossiyka serves
as a successful example which does not require help and subsidies.

Both examples of relatively successful roadside economies show the
significant role of local leadership that seeks a balance between local
economic self-sufficiency and carefully selected connections with the
outside world of markets and municipal and state administrations. Large
capital rarely wants to capture local resources in those remote areas
simply because the latter are not economically attractive. But even when
outsiders try to do it, local leaders and communities resist and fight for
their autonomy. Local administrations also like autonomous, self-
sufficient settlements because they do not claim support and do not create
trouble. The major weakness of communities such as these is their
dependence on their leaders, who cannot survive forever. Respondents
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from those communities clearly understand that and feel concerned
about it. This problem is especially acute when the leadership is not
backed up by local institutions and solidarity.

Symbiotic model

The symbiotic model of control and redistribution of local resources is based
primarily on the coexistence and interpenetration of various branches of the
local economy as well as on the fusion of formal and informal institutions
and practices. Like roadside economies, symbiotic models are also typical
for non-fertile Russian regions and peripheral settlements, although not for
remote, almost isolated places, which are favourable for the emergence of
roadside economies. Furthermore, symbiotic systems require larger
communities than roadside economies and they can emerge in the centres
of rural settlement clusters or even in the centres of districts.

An example of a symbiotic model is the Tarnog settlement (and
Tarnogsky district more broadly) in the Vologda region, which was
investigated by Averkieva (2017). Tarnog is the centre of the district on
the north-eastern periphery of the Vologda region with a population of
slightly over 3,000. It is located far from Vologda city and from railroads
and federal highways. However, it demonstrates one of the most stable
and successful economic developments in the region. We argue that the
reason for this success, despite the unfavourable economic location, is the
well-designed symbiotic combination of local economic activities and
social institutions.

Tarnog has the advantage of being a long-inhabited territory with
local traditions, lifestyle and community. Furthermore, unlike many other
long inhabited regions in Russia’s non-fertile zone, Tarnog managed to
preserve its community, trust and social capital, which was strengthened
by protective local policies. As a result, economic power is decentralized
and dispersed between communities, local business and administration.
This system provides not only economic flexibility but also the ability to
resist the external invasion of large capital.

For several post-Soviet decades, Tarnog has demonstrated the
benefits of the coexistence between timber processing and family farming
dispersed throughout surrounding clusters of tiny rural settlements
(10-15 households each). In 2016, 95 small timber processing firms were
active in the Tarnogsky district. They process wood for the local market
and contract with a wide network of traders. They produce a wide range
of intermediate wooden products as well as process logging waste (e.g.,
fuel briquettes, bedding for cattle, toilet filler).
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Agriculture and forestry have always been intertwined in the
northern non-fertile territories. The Tarnog district has 11 small milk
farms, which were established on the ruins of former kolkhozes. The
majority of those farms are affiliated with timber-processing firms. As
timber production is on average more profitable than milk farming, the
local administration sometimes enforces and encourages symbiosis
between timber and milk production. A dairy factory, which was
constructed in the Soviet period, still plays the central role in local milk
farming. It creates sufficient demand for milk from local milk farms and
sells packaged milk and butter to other districts in the Vologda region and
even to the Archangelsk region. This flexible symbiotic system creates the
basis for the sustainable development of Tarnog.

Nonetheless, Tarnog’s enterprises and community more broadly are
not autarkic at all. Tarnog’s timber processing firms are well-known
suppliers to Moscow markets. They are able to redistribute their labour
and financial resources between timber and milk production, thus
adjusting to market fluctuations. According to Averkieva, the local
population is also ready and able to engage in flexible labour, switching
between timber processing, milk production and gathering forest fruits
and vegetables (mushrooms, berries, herbs, etc.). As a result, the
population of Tarnog has remained stable for the last 30 years of the post-
Soviet period, which stands out against the tendency towards
depopulation in the northern non-fertile zone at large.

Large timber enterprises as well as agribusiness have not yet tried to
acquire local producers. Firstly, local wood resources would be insufficient
for large capital. Secondly, large investors seek out large enterprises.
Indeed, it is much easier to take control of a single large producer and
invest in re-equipment with technologies suitable for large-scale
production than to deal with more than 90 small firms as in Tarnog.
Although large timber holding is a more productive enterprise with
modern and effective machines than small firms, the latter provide more
jobs. Moreover, a network of small timber firms produces a more
diversified range of goods, while a huge holding tends to specialize in
mass standardized products. Finally, small timber firms are registered in
Tarnog and pay taxes directly to the local budget. Those reasons prevent
the local administration from attracting large investors. The director of
the milk plant underlined in an interview that, on the one hand, the milk
plant seeks to promote its products to various regions, but, on the other,
he eschews publicity in a bid to avoid unnecessary attention to his
enterprise from outsiders.
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Thus, symbiotic, as well as roadside, organizational models of rural
communities demonstrate some sort of distrust towards outsiders,
especially if they are large and powerful and, therefore, can destroy the
local equilibrium of interests and power relations.

Mixed model

The mixed model is more relevant for rural communities of Russia’s
central and southern fertile regions. The rural areas here are more
attractive for commercial agriculture and are densely populated. As a
result, these regions demonstrate greater variety in the composition of
agricultural producers. While in the Russian North and the remote
Siberian areas only household production, occasional individual
smallholdings and sporadic agricultural and timber enterprises prevail,
fertile regions demonstrate highly diversified mixed economies of
households, small and large family farms, independent agricultural
enterprises and huge agribusinesses.

Rural communities in these attractive, well-developed and market-
oriented regions have about 3,000-7,000 inhabitants. It is impossible to
find isolated communities or symbiotic economic systems here because
intensive competition and the struggle for resources destroy local
communities of economic actors based on trust and mutual support.

The village of Razdolnaya in the Krasnodar region is an example of
a mixed-model rural community. Razdolnaya was founded by Cossacks
150 years ago. In the late Soviet era economic life in Razdolnaya was
organized around a prosperous kolkhoz, which cultivated a land area of
about 14,000 hectares. In the 2000s, the chairman and the chief
managerial staff (accountant, agronomist, livestock specialist, economist
and engineer) privatized the kolkhoz land and equity and established six
agricultural enterprises based on six former kolkhoz production teams
(brigades). Each enterprise has 2,000-3,000 hectares and is well
equipped with agricultural machines. Razdolnaya also has several small
family farms, which were organized during the agricultural reforms at
the beginning of the 1990s.

In contrast to Razdolnaya, the neighbouring agricultural enterprises
(former kolkhozes) were bought out by agribusinesses from Kransodar,
Rostov and Moscow. Razdolnaya only managed to avoid a takeover
because the former kolkhoz was divided into several relatively small
farms. Therefore, they became less attractive for agribusinesses, as the
latter prefer to acquire an entire kolkhoz with all its land. The takeover of
six medium-sized farms in Razdolnaya one by one would have been a
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long and costly process, so agribusinesses did not make any serious
attempts to acquire the land of the former kolkhoz.

However, when, after several bad managerial decisions, one of the
six farms was on the brink of bankruptcy, one of the corporate farms
immediately bought it. The other corporate farm acquired 230 hectares
of the former kolkhoz land, recultivated it and started to produce apple
saplings for sale.

This mixture of several family farms, medium-sized agricultural
enterprises, a couple of representatives of agribusiness and household
agricultural production favours intensive competition, which boosts
labour productivity that, in turn, causes local unemployment. Although
family farmers, independent farms and agribusinesses seek to buy out
shares in the land from the former kolkhoz members, more than a half of
Razdolnaya’s inhabitants still own the shares. Therefore, agricultural
producers compete fiercely for the right to rent the land, which leads to
steadily increasing land prices and rent.

The relatively advantageous economic position of the community
shareholders is not reinforced by the local self-government, which is not
able to influence social and economic processes on the territory. As a
result, Razdolnaya represents a rural territory of relatively prosperous
and successful households, farms and agribusinesses, but it does not
constitute a rural community with its own interests.

Unipolar economy

Unipolar models emerge as a result of either government policy or
economic expansion by powerful market actors, leading to a decrease in
the variability of organizational forms. It represents a single economic
mode of production, which survived after a transformational shock or
came to power and dominates alternative organizational forms. Generally,
it decreases the possibility of the sustainable development of local
communities, as they have to rely on a single alternative.

Soviet collective agriculture, dominated by large, industrialized
state-governed farms, fuelled the tendency for the unipolar model.
Alternative forms of peasant farming and capitalist farms were forbidden,
while agricultural cooperatives were also under state control. However,
collective farms evolved into a kind of symbiotic system between large
farms and household economies of their members/workers. Moreover,
Soviet collective farming favoured diversified production and avoided
monocropping. Thus, organizational monopolization was compensated
for by production diversification. Paradoxically, it was the post-Soviet
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reforms which sought to diversify the agricultural landscape that led to
the increasing unification of rural areas.

Today, the above-mentioned unipolar model takes two opposite
forms. The first, micro form constitutes self-subsistence households of a
local ageing population. The reorganization of collective farms led to
their collapse but no alternative organizational forms emerged in their
place, including efficient peasant farms united in a broad cooperative
network, as the reformers had planned. The dominance of household
production leads to poverty and out-migration. Rural municipalities have
no resources to maintain the local social infrastructure.

The second, macro form results from the invasion of huge capitalist
investors, who use rural territories to organize high-technology
agricultural production. This expansion of large capitalist farms takes
place mostly in the fertile central and southern parts of rural Russia and
often leads to the oppression of alternatives in the form of small and
medium-sized agricultural enterprises and family farms via land
grabbing. Large capital usually orients itself towards monocultures that
bring maximum profits, thus erasing the local variability of crops,
organizational forms and occupations. Moreover, their declarations of
social responsibility very often stay only on paper. Paradoxically, such
high-technological agriculture often comes with unemployment, poverty
and the deterioration of the local social infrastructure.

Below we give examples of both sides of the unipolar model. The
Chernyshevsky district in the Moscow region exemplifies the dominance
of the household economy. It is still one of the most backward districts in
the Moscow region. Therefore, the wave of dacha (second or summer
house for Russian urban population) building has not yet affected it. From
1991 to 1996, the district was headed by a local native, a well-known
‘foreman of perestroika’. Being an advocate of market reforms, Muravkin
consistently implemented them in his territory. First, instead of the formal
reorganization of kolkhozes and sovkhozes, he decisively dissolved them.
Second, he managed not only to redistribute land shares on paper but to
register real pieces of land (five hectares each) to former members of the
kolkhozes and sovkhozes.

The results were discouraging. The vast majority of the newly
emerged owners of five hectares of agricultural land could not become
efficient market-oriented farmers. The reasons were quite obvious. The
land size was insufficient for profitable agriculture. People were not
ready for entrepreneurial activities; they lacked knowledge of modern
agricultural production. Individual farming did not receive enough
support from the state and cooperative organizations. They faced
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unfavourable pricing for agricultural produce and so forth. As a result,
the inhabitants of the villages in Chernyshevsky had neither the
capability nor the desire to cultivate the entire five-hectare piece of land.
Instead, they proceeded to cultivate only their household plots, just to
provide for themselves. Moreover, the district could not attract any
large-scale agricultural producers to substitute for the dissolved
kolkhozes and sovkhozes. As a minimum, investors need hundreds (or
better several thousands) of hectares to start profitable agriculture,
while the transaction costs of collecting that amount out of five-hectare
parcels are very high. Agricultural land, uncultivated for many years,
needs additional investment. In addition, the production infrastructure
of former kolkhozes and sovkhozes almost disappeared. That is why
investors prefer neighbouring districts, where local administrations
kept the land undistributed and preserved the infrastructure of large
Soviet enterprises.

Only over the past decade has the dominance of parcel agriculture
in the Chernyshevsky district slowly begun to develop towards a mixed
model. First, the number of small family farms increased. While in 2010
there were only five active smallholdings, in 2020 the number increased
to 50, including five relatively large farms cultivating hundreds of
hectares. Many of the newly created farms try to specialize in eco-food
and recreation services. The five-hectare parcels are gradually being
re-registered as land for country housing. In sum, the Chernyshevsky
district is slowly transforming its unipolar model into a mixed model of
eco-food production, recreation and country housing.

The second generalized example of the opposite form of a unipolar
model comes from the suburban regions of Moscow and St Petersburg
(Nefedova 2013) as well as from some black-earth regions. Here we refer
to the studies by Fadeeva (2015) in the Belgorod and Novosibirsk regions
aswell as our own fieldwork in the Belgorod, Altai, Voronezh and Krasnodar
regions (see, for instance, Visser et al. 2019). Large agribusinesses radically
transform the lives of local communities. Firstly, agribusinesses construct
huge buildings for poultry and/or pork production near villages. Those
agricultural factories emerge as closed territories for reasons of veterinary
and economic safety. Secondly, large enterprises tend to hire workers from
neighbouring administrative centres and provide corporate buses to
transport them to the farm in the morning and from the farm back home in
the evening. Sometimes, they even build special cottage settlements for
their staff. Thirdly, agribusinesses tend to eliminate any competitors in the
territory, including households which have chickens or pigs. Fourthly,
unlike kolkhozes and sovkhozes, which usually maintained the social
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infrastructure in the villages, agribusinesses rarely display socially
responsible behaviour, except for situations in which the regional
administration forces them to do so (as in the Belgorod region, for example).

Conclusion

The case studies presented here show that sustainable rural development
depends on power relations and power distribution in rural territories. It
is the ambivalence of that power which produces the variety of outcomes
shown above. We argue that any sort of concentration of economic power
can lead to negative social outcomes. Of course, this is only one of many
factors which contribute to sustainable rural development.

In conclusion we discuss the issue of power legitimacy, which serves
as an additional source of the ambivalent effect of power on sustainable
development. Case studies of power concentration show that the problem
of legitimacy is unsolved here. Agribusinesses try to avoid it by minimizing
any dependence on local communities. Large companies tend to buy or
grab the local land and use capital and labour from outside. The reverse
case of the Chernyshevsky district (the dominance of smallholders)
shows that land reform did not comply with what local people needed
and wanted.

On the contrary, the roadside economies which we observed
managed to solve the legitimacy problem. We can say that it is the only
reason why those communities survived. The communities of both
Stupnaya and Malorossiyka are largely dependent on their local farms,
which people profoundly support.

Successfully solving the legitimacy issue is the precondition for the
evolution of the mixed and symbiotic models described above. Legitimacy
in the mixed, symbiotic and roadside models stems from the ability to
contribute to the development of the social dimension of rural territories.
It does not mean that they produce prosperity, especially in roadside
economies with poor populations. It means that local inhabitants see
them as a valuable source for their livelihoods.

However, we do not argue that the prevalence of either
agribusinesses or smallholders always fails to legitimate local power. We
purposively chose cases which contradict the arguments of proponents of
both large-scale and small-scale agrarian capitalism to highlight the
ambivalence of power relations.

The chapter goes beyond the widespread critique of the predatory
and exploitative nature of agrarian capitalism. Instead of claiming that
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small is beautiful, we argue that variety is beautiful. The case of rural
Russia shows that beyond exploitation and dispossession, agrarian
capitalism produces diverse outcomes. Every case which we examined
indicates a distinctive form of capitalist relations, produced by the
ambivalence of power.
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5

Legitimation of innovation: The case
of Al technology for facial recognition

Leonid Kosals

Introduction

Social ambivalence is closely tied to both social change and resistance to
social change (Hajda 1968, 25). As such, social ambivalence is an essential
part and by-product of innovation. Innovation includes so-called creative
destruction (Schumpeter 2010) — the emergence of some new products,
technologies, organizational forms, institutions and so forth and, at the
same time, removal of outdated elements of technological and social
systems. This ‘embedded ambivalence’ is ramified in various parts of an
organization and society, including social realms such as markets,
enterprises, non-governmental organizations (NGOs), families, values
and power relations.! Alongside positive technological change, this
ramification produces uncertainty, social tensions and disorganization
within these realms, in particular damaging the system of social values.

The focus of this chapter is the societal response to ambivalence in
innovation. Apparently, the purpose of this response in all times and
circumstances is to make favourable conditions for acceleration of the
benefits of innovation and to neutralize its destructive aspects. However,
in various countries with different socio-economic and socio-cultural
settings, understanding of the positive outcomes and destructive effects
may vary. What is perceived as unacceptable in some settings is considered
quite normal in others, and vice versa. And these variations significantly
depend on the system of values.

In his seminal book Active Society, Amitai Etzione (1968) argued
that if society is going to protect its core values from the destructive
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aspects of technological change, it should actively change itself by
undergoing societal restructuring. The focus of the book was on societal
change as a response to the dark side of innovation, which can harm
society, even if it is inactive. However, the book did not consider societal
‘activeness’ in the realm of innovation: the active societal response to the
social selection and restructuring of the realm of innovation, which also
serves to protect the core values of society, was not analysed properly.
Meanwhile, if we look at the diffusion of various innovations in different
socio-political and socio-cultural contexts, we can see that the same
innovation can be accepted in some countries and rejected in others due
to active changes being made to specific innovations in order to protect
core values. Despite the fact that there have been many studies on the
social aspects of innovation since the publication of Active Society (see the
updated look on Active Society in McWilliams 2006), the link between
core values and the social selection of innovation remains understudied.

Active Society came out at the beginning of the third industrial
revolution, when information technologies started changing industry
and society. The ongoing fourth industrial revolution has now renewed
the research agenda for studies into the link between core values and
technologies. At the core of the fourth industrial revolution is the
transformation of the production process at industrial enterprises, the
emergence of the so-called smart factory that will operate as a ‘cyber-
physical system’. This system is a set of computer-controlled processes
and objects, including robots, which interact with the external
environment, where software and physical elements closely intertwine
and interact with each other in many ways automatically and without
human intervention (Mousterman and Zander 2016). Such enterprises
will be very flexible, paying much greater attention to individual
customer requirements than traditional management. At the same time,
due to its greater flexibility and customization, it can serve a much
broader, global market than traditional industrial companies. These will
be highly automated firms in which cloud technologies, big data, the
Internet of Things, 3D printing and so forth will be widely used, with
decentralized decision-making (Shrouf et al. 2014; Wang et al. 2016).
Artificial intelligence (hereinafter referred to as Al) is a kind of electronic
brain of such enterprises, which is necessary to coordinate the
functioning of various elements of a smart enterprise, as well as to
provide a flexible interface when a person interacts with its various
subsystems. In this capacity, it is an essential element of the fourth
industrial revolution (Skilton and Hovsepian 2018; Benotsmane et al.
2019). Therefore, for this research I have chosen Al technology as one of
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the key elements of the fourth industrial revolution, often representing
the bright side of the innovation.?

Meanwhile, Al technologies have their dark side, which is reflected in
public opinion. On the one hand, there are acute, traditional (anti-)
technological fears about the jobless economy, technological unemployment,
inequality and so forth (Aronowitz and DiFazio 2010; Frey and Osborne
2013; Mokyr et al. 2015). The global COVID-19 pandemic, alongside the
many widespread conspiracy theories, exacerbated these fears.

On the other hand, the empirical evidence does not support many of
these fears, although some of them turn out to be well founded. For example,
arecently published extensive study of the influence of robots on the labour
market in 74 developed and developing countries in 2004-16 showed that
robotization positively affects labour productivity and employment and
negatively influences inequality in the sample as a whole: ‘It further appears
that increased robot adoption makes the rich become richer, although no
evidence of so-called technological unemployment is witnessed’ (Fu et al.
2021, 678). Additionally, robotization influences developed and developing
countries heterogeneously: there is a positive effect on labour productivity
and employment in developed countries but no significant evidence for such
in developing states (Fu et al. 2021). This is evidence of embedded
ambivalence in the influence of new technologies on society and its core
values during intense processes of change, while the diffusion of innovation
is at an initial and therefore fragile and contested stage. Therefore, it is still
unclear what the balance sheet of pros and cons of innovation is and to what
extent innovation harms the core values of society.

In this chapter, I offer several methodological lenses for the study of
the legitimation of innovation as a useful tool for understanding why in
some socio-economic contexts innovation is thriving, whereas in others it
has been inhibited or even stopped. I argue that there are opposite
responses to the embedded ambivalence in innovation from countries with
various core values: democratic with high value of human rights versus
non-democratic states where human rights are undervalued. The first
group is represented by the United States and Canada, whereas China
represents the opposite side. Russia is in-between these two opposite
entities. Being ‘between East and West’,” Russia has ambivalent core values,
which makes it an especially interesting case for analysing innovation, as a
study of ‘double ambivalence’, since innovation itself has a dual nature.

The chapter includes a literature review where the classic and
modern views on legitimacy are considered. Then I describe the
methodology of the case study to apply to Al facial recognition technology
in comparative socio-economic and cultural contexts. This piece includes
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the analysis of variations in the societal response to ambivalence in
innovation in four countries: Canada, the US, Russia and China. The
chapter ends with a discussion of the proposed case and my conclusions.

The literature review

The classic view on legitimacy, developed by Emile Durkheim and Max
Weber, focused on the legitimacy of authority and the state. They
researched the moral grounds of political authority, the state and state
building to analyse the social roots of sustainable political order beyond
force and violence to explain why individuals do or do not support law and
order and political authority. As Weber argued, ‘the basis of every system
of authority, and correspondingly of every kind of willingness to obey, is a
belief, a belief by virtue of which persons exercising authority are lent
prestige’ (Weber 1964, 382). As is well known, he identified three major
sources of legitimacy: tradition, charisma and the legality of authority.
Emile Durkheim, who considered the state an ‘organ of social
thought’,* argued that to establish a social order, two-way relations should
be in place whereby the people obey social order and the state ‘tells them
what is right’.” At the same time, it is worth noting that he outlined the
difference between the West and Russia in these two-way relations:

In the West, the state has succeeded in superimposing itself on
political orders already in existence and divided among themselves
by all sorts of conflicts of interest, and it has made it its business
and raison d’étre to merge them and unify them. In Russia, by way
of contrast, it is unity that is more of a primary factor, and it is the
state that has dispersed the population into distinct political orders;
it is the former which has divided the inhabitants into categories
and classes in order to give society a more solid base. (Durkheim
1998, 345)

In other words, according to Durkheim, in the West society is relatively
autonomous from the state and they interact as equal entities at least,
while in Russia the state plays the prime and leading role in shaping the
social order. Potentially, this approach assumes that there can be various
problems with legitimizing authority in Russia and that the role of moral
grounds and citizens’ obedience can be different from the West too.

In the twentieth century, Carl Schmitt played a prominent role in
the study of legitimacy. He revealed and analysed the conflicted

LEGITIMATION OF INNOVATION

83



84

relationship between legitimacy and legality in the 1930s (Schmitt 2004),
which is of special importance for this research. Schmitt demonstrated
the controversial relationship between the two concepts in that any social
phenomenon can be simultaneously legal but illegitimate or illegal but
legitimate. In turn, this conflict can generate social controversies in
various political and economic structures, which can harm the core values
of society and often may only be resolved after much social upheaval and
loss of life. For example, the conflict between legality and legitimacy in
the Weimar Republic that was the focus of Schmitt’s study was only
resolved by Germany’s defeat in the Second World War.

Considerable research on legitimacy in disciplines such as political
science, economics and management, law and criminology, public
administration, anthropology and sociology has been carried out over the
last few decades.

Sociological research on the legitimacy of innovation began
relatively recently, mainly in the past two decades. In these studies,
legitimacy is treated as a social process, where legitimacy can be acquired
through social interactions by participants in the development, diffusion
and use of a new product (technology, organizational form or services)
among themselves and with the state and society, including local
communities, city residents, NGOs and others (Johnson et al. 2006). In
this chapter, this very process of acquiring (or not acquiring) legitimacy
will be called legitimation. I categorize these studies into two groups. The
first includes the legitimacy of innovation when a new market for a new
product emerges (Navis and Glynn 2010; Markarda et al. 2016; Wang et
al. 2019). The second focuses on the legitimacy of innovation in particular
companies or any other agents (Blanco et al. 2013; Petkova 2018; Schoon
and DeRoche 2019).

A good example of research in the first group is Navis and Glynn’s
study of the legitimacy of satellite radio technology in 1990-2005 (Navis
and Glynn 2010). In order to understand how new markets emerged, the
authors analysed the diffusion of the technology by means of qualitative
and quantitate data. They revealed that the technology was legitimized
in 2002 when it became widely available in the retail sector and its
subscribership grew significantly. Overcoming the legitimacy threshold
in 2002 led to the institutionalization of the technology. The self-
presentation of the companies and the attention of the consumer then
shifted from the shared, collective identity (as ‘satellite radio’ providers)
to the individual firms. This helped some companies achieve a competitive
advantage and, in particular, to occupy a more exclusive satellite radio
category (for example, as a premier sports channel).

AMBIVALENCE OF POWER IN THE TWENTY-FIRST-CENTURY ECONOMY



A good example of research in the second group is Petkova’s study
of the legitimation of digital technologies in the recently established
e-commerce fashion industry (Petkova 2018). She showed how one of the
newly established players in this industry struggled to achieve legitimacy
in the eyes of traditional fashion companies as well as their peers in digital
fashion. The author revealed that traditional fashion media companies
that mimicked online their traditional offline practices but did not closely
interact with their online peers failed. They relied on the pragmatic
legitimacy of their offline parental companies and failed because of the
lack of moral legitimacy in the realm of digital fashion. Interestingly,
some major internet companies, possessing moral and pragmatic
legitimacy in the digital space, failed in the digital fashion industry due
to their lack of pragmatic legitimacy in traditional fashion. Meanwhile,
the company in question, while achieving pragmatic legitimacy in the
traditional fashion industry, established alliances with their peers in
digital fashion that helped them achieve moral legitimacy in both worlds,
traditional and digital fashion. As a result, being an outsider at the very
beginning, the company later became one of the largest global e-commerce
fashion retailers.

Sociological studies of the legitimacy of innovation have identified
four stages of legitimation (Johnson et al. 2006). In the first stage, the
innovation emerges in response to an existing unmet need, often at the
local level. In the second stage, the innovation is adopted locally. It
acquires support and a social licence to operate in a limited space,
including a separate small group, organization or territory. In the third
stage, the innovation starts to be diffused when it begins to be accepted
by other local communities. Finally, in the fourth stage, the innovation
is widely diffused when it becomes familiar to large social groups,
jurisdictions, territories and states. At the same time, the legitimation of
one or another innovation may not go beyond any of these stages. For
example, it may stop at the second stage, that is, not go beyond the local
community.

However, these studies failed to address the social mechanisms
underpinning the legitimation of innovation having an ambivalent
nature, in particular the role of the core societal values. What are the
factors that influence legitimation in various political, socio-economic
and socio-cultural contexts? Do core values play any role? These are the
main research questions for the research presented in this chapter.
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Research methodology

Depending on the focus of analysis, the literature distinguishes between
different types of legitimacy, such as international legitimacy (Neuman
2018) or political legitimacy (Giannini 2018). Given the focus of our
research, we will consider the legitimacy of innovation in three social
contexts: the state, business and the population. While it is, of course,
possible for legitimacy to be recognized in only one or two contexts, such
as business and the state, the particular form of innovation must be
recognized in all three contexts for it to acquire ‘full’ legitimacy. In some
cases, ‘partial’ legitimacy may be enough for the successful diffusion of
the innovation; for example, business legitimacy may be sufficient for a
business-to-business niche innovation. In other situations, for example, if
an innovative product is offered to the population and the population
‘does not recognise’ it, partial legitimacy can quite significantly slow
down the diffusion of innovation.

With regard to the essence of the innovation process, I distinguish
three types of legitimacy: cognitive, pragmatic and moral. The cognitive
includes more or less complete and realistic information and knowledge
about the content of the innovation. Pragmatic legitimacy is expressed in
the belief that the innovation brings practical benefits (financial profits,
improved satisfaction of a particular need, achievement of political goals,
etc.). Moral legitimacy means that the innovation has a moral justification,
helps to achieve higher social goals and does not violate moral norms but
rather promotes social justice and the integration of communities and
society as a whole, contributes to the improvement of people’s lives, helps
vulnerable social groups and so forth (Kumar and Das 2007; Bunduchi
2016; Petkova 2018). In other words, these three types of legitimacy
reflect the extent to which different social groups have knowledge about
new technologies, whether they believe that these technologies bring
practical benefits and in what form, and also whether they harm society
and its highest social goals. In this chapter, I plan to focus on both
pragmatic and moral legitimacies.

At the same time, the acquisition of legitimacy or legitimation is a
social process, that is, it unfolds over time, embracing the four
aforementioned stages. All these stages are accompanied by social
interactions between the actors in the development and implementation
of the innovation between themselves and the external environment.

In this study I proceed from the assumption that the diffusion of the
innovation (Al technologies) depends on its legitimation: if these

AMBIVALENCE OF POWER IN THE TWENTY-FIRST-CENTURY ECONOMY



technologies are legitimate, then the social interactions of the agents
contribute to the acceleration of the development and diffusion of Al
technologies; if they are not, then social barriers arise in AI's path, which
complicate or even halt its development and diffusion.

At the core of the problem under examination is the ambivalent
relationship between pragmatic and moral legitimacies: pragmatic
legitimacy can be achieved without the moral legitimacy associated with
the threat of potential or real harm to higher social goals (morality, social
integration, etc.), first of all, because of creative destruction. The speed
and success of the diffusion of Al technologies as well as their real socio-
economic effect and the trade-off between benefit and harm depend on
how this conflict is resolved in a particular state, jurisdiction or territory.°

Nevertheless, the diffusion of illegitimate innovations (or
innovations with contested/partial legitimacy) is possible if there is
pressure from the state or influential non-state actors, which, in turn,
can lead to various negative formal and informal social and economic
effects and forms of dysfunction for individuals, organizations and
society in general.

These cases are of particular interest for our research and therefore
we are intentionally considering a case of diffusion of innovation with
‘contested’ legitimacy. Such cases explicitly highlight the role of core
societal values in contrast to cases where legitimacy was achieved without
significant controversy because in the former case the involved actors are
certainly in the position of having made an actual choice. Concisely, it is
the case when values matter.

To study the legitimation of innovation we chose the case study
methodology. As John Gerring argued, comparing this methodology to
the conventional quantitative approach, its strength lies in the
opportunities for the analysis of the causal mechanisms: ‘the opportunities
for investigating causal pathways are generally more apparent in a case
study format’ (Gerring 2007, 48) and ‘[c]ase studies are thus rightly
identified with “holistic” analysis and with the “thick” description of
events’ (Gerring 2007, 49).

Looking for a case of Al technology with ‘contested legitimacy’, I
selected facial recognition technology, where the legitimacy of Al
technology is challenged and its diffusion is controversial and faces
opposition in society, especially its use by the police. I describe the
legitimacy of this technology in North America, China and Russia, cases
where there are acutely salient differences in the outcomes of the social
mechanism for legitimation.
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The case of facial recognition technology

Canada

The Office of the Privacy Commissioner of Canada (OPC) released the
Joint investigation of Clearview Al report (Joint Investigation of
Clearview Al, Inc. 2021) on its investigation of the activities of the
US-based firm Clearview Al on 2 February 2021.”

Clearview Al offers police departments and other law enforcement
agencies a computer-based Al facial recognition system. The data set for
this software includes almost 4 billion computer images and related
personal data, which were collected from social media and other open
internet sources. Hundreds of law enforcement agencies throughout
North America use this technology, although Clearview Al has suspended
sales of the technology to private firms since mid-2020. This technology
showed very high efficiency and some police officers who use it say it is
helping to solve crimes:

In February (2019), the Indiana State Police started experimenting
with Clearview. They solved a case within 20 minutes of using the
app. Two men had gotten into a fight in a park, and it ended when
one shot the other in the stomach. A bystander recorded the crime
on a phone, so the police had a still of the gunman’s face to run
through Clearview’s app. They immediately got a match: the man
appeared in a video that someone had posted on social media, and
his name was included in a caption on the video. ‘He did not have a
driver’s license and hadn’t been arrested as an adult, so he wasn’t in
government databases,’ said Chuck Cohen, an Indiana State Police
captain at the time. (Hill 2020)

Although police in North America have used facial recognition
technologies for almost two decades, they are restricted to government-
generated data sets and, as a result, their capacity is much less than that
of Clearview Al; even the FBI’s database is ten times smaller (Hill 2020).

The aforementioned report argued that this technology violates the
Privacy Act and cannot be used in Canada because the personal data
included in the database were collected without the consent of citizens.
Moreover, there was a requirement for Clearview Al to remove all
information about residents of Canada and not to use it in Clearview Al
products in other countries. Previously, about 50 organizations in Canada
had used Clearview Al technology, but most of them suspended its use
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after the OPC announced the launch of an investigation in mid-2020. The
release of the report means a de facto ban on its use in Canada.

This is not the first time in Canada that the OPC has called for a ban
on facial recognition technologies. The OPC released a report on their
investigation of the Cadillac Fairview Corporation Limited (Joint
Investigation of the Cadillac Fairview Corporation Limited 2020) at the
end of 2020. The report concluded that Toronto-based Cadillac Fairview,
one of North America’s largest office owners, had built software in its
information kiosks in 12 large malls that collects images of visitors
without their knowledge and estimates their approximate age and sex, as
well as other information. In total, they collected more than 5 million
images of buyers. The report argued that this practice was contrary to the
Privacy Act. The day after the report was released, Cadillac Fairview
announced that it was removing the software in question from its
information kiosks.

In Canada a considerable number of academic articles and reports
as well as reports from human rights organizations have analysed
algorithms and AI technologies, including facial recognition. Many of
them included critical assessments of the dangers of these algorithms in
terms of human rights violations,® which also played a role in shaping
public attitudes towards these technologies.

This, of course, does not mean that facial recognition technologies,
and Al technologies in general, are prohibited in Canada. However, this
suggests that they face a rather tough social filter, embedded in the
public’s fears that these technologies may cause them some significant
harm. This filter prevents facial recognition technologies from being
diffused as quickly as they would otherwise be if only economic and
technological factors were at play.

The United States

The United States is characterized by a much wider variety of legal and
enforcement practices. In particular, there is no federal privacy law that
could limit the diffusion of Al facial recognition technologies to the same
extent as in Canada. Facial recognition technologies such as Clearview Al
are used in many US regions and cities but in some they are also restricted
or prohibited. The social response to these technologies is strong and
varied. In particular, the authorities of a number of states, individuals and
companies, including Facebook, YouTube and others, filed lawsuits
against Clearview Al. However, not all claims have been resolved in the
courts. In some police departments, commercial facial recognition
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technologies, including Clearview Al, are forbidden, for example, in the
Los Angeles police department, one of the largest in the United States.
Thus, the legitimation of facial recognition technologies in the United
States is still in process and, while it is unclear what restrictions society
wishes to place on them and what requirements society has of them, they
are now in the process of being formed as a result of the discussion of
lawsuits and public debates. At the same time, there is also a significant
corpus of academic articles and reports from human rights organizations
with critical assessments of these technologies.

The situation in North America by no means exhausts the diversity
of the process of legitimation of Al technologies.

China

Unlike North America, China has almost no barriers to the diffusion of
facial recognition technologies or any other Al technologies. There have
been no human rights lawsuits, public criticism or opposition to these
technologies, which, of course, does not mean that everyone in China
supports them. It is known that in China they diffuse at a very high rate.
For example, there were more than 100 million people using facial
recognition technology for mobile payments in 2019, which, of course,
facilitates and speeds up the payment process but comes with a loss of
privacy (Kawakami and Hinata 2019). There are many uses for this
technology in China, including its extensive use by the police and other
law enforcement agencies, one example being the total surveillance and
control system established in the Xinjiang Uygur Autonomous Region
(Leibold 2020). It includes a whole range of modern technologies (voice
and facial recognition, GPS tracking and other machine learning
technologies) aimed at achieving the socio-political and ethno-cultural
goals of total control and changing the behaviour and consciousness of an
entire ethnic group.

Moreover, China actively exports electronic surveillance
technologies to many countries: these Chinese technologies are now used
by consumers in more than 80 countries (Greitens 2020). Of course,
many of them, including Russia, are trying to diversify their supply and
not depend solely on China (Kovachich 2020). It is unclear, however, to
what extent is it not only the technologies that are exported, but also the
accompanying socio-cultural norms and standards for their application.

PwC has predicted that Al technologies will make a 14 per cent
contribution to the growth of the world economy in the period 2017-30,
which is approximately 15.7 trillion dollars, of which China will be the
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main beneficiary, gaining a 26 per cent share, while North America will
achieve an average of just 14 per cent (Rao and Verweij 2017).

Russia

Facial recognition technologies are actively developed and used in Russia.
For example, one of the world’s largest urban video surveillance systems
has been set up in Moscow (Kovachich 2020). In explaining their extensive
investment in the system, the Moscow authorities argued that it would do
alot to fight crime in the city. However, no solid evidence has been provided
about how successful and effective this system has been in fighting crime.
People have reasonable doubts about establishing facial recognition in
Moscow, which could be derived from the existence of the so-called
palochnaya systema, the quasi-centralized system of planning in operation
in Russian law enforcement (Paneyakh 2014). This system incentivizes
police officers who select which cases to pursue to reject those that are hard
to solve. Very often, police officers refuse to register such ‘hard cases’ and
address only offences that are easy to investigate and where it is easy to
convict a perpetrator. As a result, people have a lack of confidence in the
police and often do not report crimes at all. Therefore, the Russian criminal
justice system is overwhelmed with latent crime, including offences that
the police refused to register or that were not reported by the victims. And
facial recognition technology cannot eliminate this institutional feature of
the criminal justice system rooted in the peculiarities of Russian politics.

However, there is considerable evidence that this system is being used
beyond regular crime fighting, firstly by targeting activists engaged in
political protest.” Secondly, the system was extensively used during the
COVID-19 pandemic. The Moscow authorities as well as those of some other
cities established a system of so-called social monitoring to trace people who
had contracted the coronavirus based on facial recognition and then punish
those who violated the rules. For example, in Moscow up to July 2020, more
than 447,000 people were registered on the system, and nearly 94,000
penalties were imposed, mostly for leaving home,'° despite the technology’s
20-25 per cent error rate; even in cases of technological errors, penalties
have sometimes still been upheld by the courts.'! In other words, the system
was used not to fight crime but to control people’s behaviour.

Moreover, a black market for offers to access the facial recognition
system has emerged in Moscow (Kaganskikh 2019). Anyone willing to
pay a small amount of money (200-300 US dollars) online can be granted
limited access to the facial recognition system in Moscow to trace her/his
business competitor, wife or husband and so forth.
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This causes, among other things, public criticism, similar to that
which exists in many Western countries from the standpoint of human
rights violations. In Russia, lawsuits were also filed against these
technologies on grounds of human rights violations based on the Federal
Law of 27 June 2006 No. 152-FZ On Personal Data. However, all the
decisions of the courts went against the plaintiffs.'?

Thus, in Russia, the social filter, although it has some effect, is
obviously weaker than in North America and, as a result, the video
surveillance system continues to expand, without encountering salient
obstacles that such technologies face in some other countries. For
example, quite recently, at the height of the coronavirus pandemic, in
December 2020, the Moscow authorities announced an auction to
develop technology for the recognition of human silhouettes.'®

Discussion: power with and without ambivalence

The case study of Al facial recognition technology shows that the acceptance
and diffusion of innovations are not only dependent on technological,
economic and legal factors. While it is, of course, important how well a
particular technology works, how much profit it generates for a business
and whether its application violates the law, it is also very important to
understand the diffusion of innovations as a social process. It involves many
actors with their own systems of values and motives, and it depends on the
attitude of both society as a whole and various influential social groups,
organizations and institutions, including human rights organizations,
political parties, government agencies and others. Their position, assistance
or opposition can have multiple consequences for the diffusion of a
particular innovation. Possible consequences could be that the innovative
products will turn out to be too expensive due to the introduction of
additional regulatory standards (taxes, labour safety standards, etc.), may
be slowed down due to the requirements of additional expertise and the
provision of information on safety, for example, or stopped altogether.

Thus, it may turn out that the same technology can diffuse quickly
and smoothly in one socio-political and cultural context (country or
region), more slowly and with difficulty in a second, and be generally
prohibited in a third.

Power is well embedded in the social interactions about the diffusion
of innovation in a ‘Foucauldian’ way: it is everywhere (Foucault 1998). And
every step the innovation takes along the path towards legitimation is the
result of many encounters by the ‘micro-powers’, where sometimes those
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interested in pushing innovation through and those interested in blocking
it interact with each other. Of course, often the trajectory of their efforts can
finally coincide, and then legitimacy is successfully achieved or happily
blocked. There is no explicit ambivalence of power in such a case.

However, power is well embedded in creative destruction too. As
such, power is an element of the embedded ambivalence of innovation
since creative destruction is an essential side of the innovation process
and some parts of the technological and social systems should be removed
to provide legitimacy and diffusion of innovation. During power conflicts
at legitimation, both agents of innovation and potential victims use their
own powers. The former try to innovate, while the latter strive to protect
their status. In the case of Al facial recognition technologies, the victims
of creative destruction are large social groups who can lose their
individual privacy and human rights.

After all, the outcomes of this struggle depend on core values.'* One
of their dimensions is the role of human rights, support for which is high
in democratic and low in non-democratic societies. In Canada, which,
among our case studies, has the most stringent human rights laws
including the Privacy Act, the social filter is the toughest, with many Al
facial recognition technologies banned despite their potential economic
benefits. In other words, although pragmatic legitimacy was achieved,
the moral legitimacy of some facial recognition technologies failed. In the
United States, where human rights are not so consolidated as in Canada,
the moral legitimacy of the same technologies is contested, and their
legitimation is still in process.

In China, with its socialist system of appropriate collectivist values
without a pronounced idea of human rights for individuals, both
pragmatic and moral legitimacies are achieved. As a result, the diffusion
of facial recognition technologies is the fastest.

In the cases of Canada and China, there is no explicit evidence of the
ambivalence of power, whereas the cases of Russia and the United States
are more complicated.

Russia is an interesting case of a society with pronounced ambivalence
in its core values. On the one hand, Russia has laws for the protection of
human rights including the Federal Law on Personal Data. The contents of
the Russian laws on human rights are not much different from those in the
West, including North America. On the other hand, the authorities and
courts in Russia often do not use these laws in the same way as in the West.
This is because the gap between ‘law in action’ and ‘law on the books’
(Gould and Barclay 2012) is significantly larger in Russia than in the West.
This gap is so big that one can talk of selectivity in Russian law enforcement. '
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This is in line with the Russian legal tradition with its legal dualism,
formalism, technicality and instrumentalism of the law (Hendley 2011;
Borisova and Burbank 2018; Kurkchiyan 2018; Baekken 2019). This legal
setting shapes the preconditions for the ambivalence of power while
legitimizing facial recognition technologies: the Russian authorities
maintain the Law on Personal Data and simultaneously push through the
innovation with contested legitimacy, which may violate this law. The
Russian authorities not only fail to initiate investigations, as in Canada, or
conduct due process, as in the United States, but also, when citizens go to
court, the authorities usually dismiss their claims or informally influence
the judges to refuse a plaintiff’s case. We could call this the Russian-style
relationship between state and society, as Durkheim argued. However, in
contrast to the late nineteenth and early twentieth centuries, this
relationship has become saliently ambivalent because the society in Russia
today has become more active than at that time. This understanding is
rather in line with the critiques and further developments of Durkheim’s
analysis of Russia, as M. Gane argued, considering Durkheim’s thesis that
Russian society is rather the product of the state, and not vice versa.

This is not I think to be interpreted, as Horowitz has recently
suggested, to mean that this inversion of state and society was ‘the source
of autocracy, an order based on coercion rather than on consent’
(Horowitz 1982, 371) but to suggest ‘the limits, the superficiality of the
society thus created’ (Gane 1984, 327). Moreover, Russian society, being
in some sense relatively ‘superficial’, appeared as active, trying to protect
its core values in its interactions with an authoritarian state in the case of
the legitimation of facial recognition technologies.

As a result, the decision of the authorities to push the diffusion of
facial recognition technology without full legitimacy has produced some
negative effects. This means that, although pragmatic legitimacy is
achieved in terms of political gain for the authorities, there is no full
moral legitimacy and therefore there is no clear path for the diffusion of
facial recognition technologies in Russia, as there is in China.

In the US case, where there is no ambivalence in society’s core
values, the source of the ambivalence in power, with regard to the
legitimation of innovation, is the highly decentralized legal system and
mechanism of law enforcement, with the lack of a federal law regulating
personal data usage. As a result, the conflict between pragmatic and
moral legitimacy is played out in protracted disputes between citizens
(human rights advocates, NGOs) and the companies making facial
recognition technologies. Both parties possess some ‘micro powers’. The
mosaic of clashes between such ‘micro powers’ in the United States
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constitutes the ambivalence of power in the legitimation of facial
recognition technology.

There is a kind of trade-off between pragmatic and moral legitimation,
and one can be achieved at the expense of the other. Finally, this trade-off
depends on the core values that define the criteria for pragmatic and moral
legitimation. For example, human rights are among the criteria for moral
legitimation in North America, in contrast to China. Hence, China will
benefit from economic growth, although this is fraught with the risk of
stoking social tensions if the values of Chinese society begin to change in
the long run. In the other scenarios, if North America lags in terms of
economic growth, it can accelerate new Al technologies without violating
human rights, or perhaps they will be forced to downgrade human rights
as a criterion of legitimacy. In Russia, for pragmatic legitimation, political
gains for the authorities are a top priority, in contrast to economic gains and
human rights in North America.

Conclusion

The legitimation of innovation has many dimensions. For example, it can
include a legal component, the mobilization of existing laws (Black
1973), and in principle, the development of new legal norms can be
initiated too. It can include certain actions by civil society, for example,
criticism in the press or protests against a particular innovation, economic
policy measures, including the direct stimulation by the state of some
innovations, and so forth. However, it should be borne in mind that all
these actions to one degree or another reflect the core values of society.
So, alegal ban on the diffusion of a particular innovation on the grounds
of human rights law reflects the value of human rights in society: if they
are highly valued, the law is used; if not, then the corresponding legal
norms either do not exist or are not applied. In other words, values act as
a kind of ‘trigger’ that ‘turns on’ (or ‘does not turn on’) the action of
various social institutions.

As a matter of fact, the legitimation of innovation works as a
particular system of social immunity, which includes social filters that
slow down the diffusion of innovation, adjust them or change them in line
with societal values as well as, in certain cases, stopping their diffusion if
society believes that they could cause significant social harm. At the same
time, the structure of this social immune system can differ from society to
society, depending on political, cultural and other institutions. The system
of social immunity includes a set of criteria by which society is guided,
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including values, when it ‘filters out’ some innovations and gives the
green light to others. The ambivalence of power reduces the efficiency of
social immunity and produces various negative social effects when
powerful actors push through innovation with contested legitimacy.
Although in principle it is known that the legitimation of innovation can
have a positive economic effect, a deeper knowledge of these criteria and
an understanding of how they ‘work’ will make it possible to better predict
the successes and failures of the diffusion of various innovations in
different socio-economic, political and cultural contexts.
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Notes

1 Iborrowed the term ‘embedded ambivalence’ from the paper written by Miller (2020), where
ambivalence was analysed as an essential element of the problem under study.

2 The initial stage of the study was carried out with M. M. Yachnik and published in Kosals and
Yachnik (2020a) and Kosals and Yachnik (2020b).

3 According to many scholars, although still debatable, the vision of Russia as a country ‘between
East and West’ remains relevant in the Russian context and generates discussions to date: see,
for example, Shlapentokh (2007), Ivanov (2008) and Korosteleva and Paikin (2021).

4 ‘Strictly speaking, the state is the very organ of social thought’ (Durkheim 1957, 51).

5 ‘What is needed if social order is to reign is that the mass of men be content with their lot. But
what is needed for them to be content is not that they have more or less, but that they be
convinced they have no right to more. And for this, it is absolutely essential that there be an
authority whose superiority they acknowledge and which tells them what is right’ (Durkheim
1962, 242).

6 In the academic literature, there are a number of studies focused on the controversy between
pragmatic and moral legitimacy, but not in the realm of innovation (Bowen 2019; Melé and
Armengou 2016).

7 Itis anindependent agent of the Canadian Parliament (https://www.priv.gc.ca/en/about-the-
opc/) that monitors compliance with the Privacy Act (1985, https://laws-lois.justice.gc.ca/
PDF/P-21.pdf). The act regulates the rules for the collection and use of personal data in Canada.

8 See, for example, Citizen Lab (Munk School of Global Affairs and Public Policy, University of
Toronto) report by Robertson et al. (2020) or Chiao (2019).

9  See, for example: Mezysa. 6 Hos16ps1 2019 ‘Cyz oTKa3aics 3anpelaTh CUCTEMY paclo3HaBaHUsS
sun Ha ynuiax Mocksel (Meduza, 6 November 2019 (vHTepHeT-U3ZlaHe, BHECEHHOE B
CIIMCOK MHOCTPAHHBIX areHToB B Poccun), ‘The court refused to prohibit the facial recognition
system on the streets of Moscow’). https://meduza.io/news/2019/11/06/sud-otkazalsya-
zapreschat-sistemu-raspoznavaniya-lits-na-ulitsah-moskvy.

10 See PBK. 22 wuionsa 2020 ‘Bractu MoCKBH HasBaliu 4UCIO mTpadoB 3a HapylleHue
camonsosanuu’ (RBC, 22 July 2020, ‘Moscow authorities called the number of fines for
violation of self-isolation’). Accessed 26 January 2021. https://www.rbc.ru/rbefreenews
/5f18216a9a7947cc5b5{8423.
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https://www.rbc.ru/rbcfreenews/5f18216a9a7947cc5b5f8423

11 See OTkpoiTele Meua. 21 utona 2020 Y cucTeMBl CI€XKH 38 MOCKBUYaMU IIOTPENIHOCTh
— 6osee 20%: wTpadyOT IPU HEMOTHOM CXOACTBe $HOTO ¢ opuruHaniom’ (CallT M3JaHUS
3abokupoBaH B Poccun) (Open Media, 21 July 2020, ‘The tracking system for Muscovites
has an error of more than 20%: they fined if the photo is not entirely similar to the
original’). Accessed 2 February 2021. https://openmedia.io/news/n3/u-sistemy-slezhki-za-
moskvichami-pogreshnost-bolee-20-shtrafuyut-pri-nepolnom-sxodstve-foto-s-originalom/.

12 See, for example, Mezguasona. 3 mapra 2020 ‘Cys B MocKBe OTKJIOHWII BTOPOI UCK O 3aIpeTe
CHCTEMBI pacro3HaBaHus JHL (MHTepHeT-U3/jaHUe, BHECEHHOE B CIMCOK MHOCTPAHHBIX
areHToB B Poccun) (Mediazona, 3 March 2020, ‘Moscow court rejects second lawsuit to ban
the facial recognition system’). Accessed 10 February 2021. https://zona.media/news/
2020/03/03/popova-isk.

13 See Eaunas uHbOpMalMOHHAs cucTeMa B cdepe 3aKymok. 7 Aekabps 2020 ‘TlocraBka
TIPOrpaMMHOro obecriedeHus BiugeoseTeKTop A1 HOMCKa CHIyaToB Jozet B kagpe’ (Unified
information system in the field of procurement, 7 December 2020, ‘Supply of Video Detector
Software for Searching People Silhouettes in the Frame’). Accessed 15 February 2021. https://
zakupki.gov.ru/223/purchase/public/purchase/info/common-info.html?regNumber
=32009771514.

14 ‘OO61mecTBeHHbIe LIEHHOCTH BIMAIOT HAa OTHOLIEHHE K MCKYyCCTBEHHOMY MHTEJIEKTY U €ro
opuandeckoMy opopmienuto’ (‘Social values influence attitudes towards artificial intelligence
and its legal design’) Cumaues — Simachev 2019, 62.

15 See chapter 5, ‘Selective law enforcement as a mechanism enforcing informal rules’, in Beekken
(2019, 107-26).
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The power of non-compliance:
Inter-firm opportunism in Russian
consumer markets

Vadim Radaev

Introduction

Let us start with the notion of ambivalence, which is defined as a
simultaneous presence of contradictory tendencies in behaviour (Hajda
1968). Following the ‘relational turn’ in the social sciences (Hillcoat-
Nalletamby and Phillips 2011), we assume that ambivalence is not
confined to interpersonal relations but is also an inherent feature of inter-
firm ties in the sense that they combine polarized forces that cannot be
fully reconciled. Understanding ambivalence is particularly important for
channel relationships between retailers and suppliers that simultaneously
involve opposite elements including cooperation and competition,
autonomy and interdependence, striving for continuity and change,
loyalty to old partners and the search for new ties, and compliance with
the rules and deviance from these rules. Ambivalence can be reduced by
negotiation and compliance with the existing rules but cannot be entirely
eliminated. Inter-firm relations always contain some tensions backed by
the existence of alternatives, for example, possibilities to change the
partner.

All channel relationships contain strong elements of power that are
also ambivalent in nature, combining intentions to follow one’s own
interests by subordinating one’s partners and the need to maintain stable
relationships and avoid conflicts that may destroy these relationships.
Ongoing power relationships cannot be confined to unconditional
domination or subordination but are largely based upon mutual
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interdependence. Thus, power in exchange relations always presents an
ambivalent and changeable combination of domination and obedience.

Ambivalence of inter-firm ties may result in relational conflicts,
particularly when exchange parties fail to comply with the rules (Radaev
2013). Non-compliance constitutes a specific form of abuse of power in
channel relationships involving inter-firm opportunism, that is, ‘self-
interest seeking with guile’ (Williamson 1975, 6). Opportunistic
behaviour remains a common issue in channel relationship management,
encompassing a range of behaviours that include stealing and cheating,
withholding and distorting information, breach of contract and relational
norms, and many other types of confusing behaviour that are contrary to
channel partners’ expectations (Wathne and Heide 2000; Luo 2006).
Opportunism presents a serious threat to channel performance and the
quality of relationships. It can increase transaction costs, undermine trust
and commitment, and lead to the deterioration and even termination of
relationships (Hawkins et al. 2013).

Inter-firm opportunism has received a great deal of attention from
researchers (for meta-analyses, see Crosno and Dahlstrom 2008; Hawkins
etal. 2008; Wang and Yang 2013). However, despite the extant literature,
this ‘dark side’ of such cooperative relationships still calls for further
exploration (Kang and Jindal 2015; Abosag et al. 2016). Our
understanding of inter-firm conflicts associated with opportunistic
behaviour remains limited (Lumineau et al. 2015). Besides, empirical
studies of opportunism have mostly drawn on surveys conducted in the
US and West European contexts (Lumineau and Oliveira 2020).

In this study, we focus on a specific type of inter-firm opportunism
dealing with the explicit violation of contractual obligations. Breach of
contract has been widely recognized as one of the main forms of
opportunistic behaviour (Paswan et al. 2017). Our previous studies showed
that this practice was widespread in Russian business (Radaev 2013).
According to existing classifications, the infringement of business contracts
constitutes an ex post form of opportunism, occurring after a business
contract has been drawn up, rather than ex ante opportunism, which takes
place before a business relationship has been established (Brown et al.
2000; Ting et al. 2007). Itis a strong form of opportunism in that it violates
the terms of a contract in contrast to weak forms, such as violating the
norms of the relationship (Luo 2006; Hawkins et al. 2013; Abosag et al.
2016). This type of behaviour is also classified as objective rather than
being perceived as opportunism (Smith et al. 1995; Wang and Yang 2013).

There is an ambivalent relationship between contract infringement
and market power. On the one hand, breach of contract could be a form
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of abuse of market power by the incumbent. On the other, breach of
contract might be a manifestation of resistance to pressures imposed by a
more powerful channel partner. In the latter case, non-compliance with
contractual terms could be interpreted as the exercise of power by the
weak. Whether we have an abuse of power or resistance to power is
largely an empirical question that will be treated in this study. But in any
case, contract infringement could be treated as a manifestation of the
inability of channel partners to cope with the ambivalence of their
exchange relationships.

The literature still lacks a fully synthesized analysis of the antecedents
and consequences of inter-firm opportunism (Ting et al. 2007; Hawkins et
al. 2008). Our research combines analyses of the antecedents and
consequences of opportunism as explained and explanatory variables,
respectively. In previous studies, antecedents have included environmental
and dyadic processes and organizational factors, whereas consequences
have included organizational performance, overall satisfaction,
relationship, commitment, functional conflict and costs (Ting et al. 2007;
Wang and Yang 2013). In this study, the antecedents of opportunism are
the level of competition in the industry as an important environmental
factor and the relationship duration as a critical dyadic process factor. We
also use variables characterizing two aspects of power: we analyse the
effects of market power in dyadic relationships between channel partners
and the effects of political power derived from firms’ relationships with
government agencies. Regarding the behavioural effects of opportunism,
we examine the relational conflicts among channel partners in connection
with the infringement of business contracts. We agree that a high level of
conflict can be detrimental for the performance and quality of relationships
(Gaski 1984; Finch et al. 2013).

This chapter seeks to explore inter-firm opportunism among
retailers and suppliers in three different consumer industries: grocery,
consumer electronics and textiles and apparel products. This multi-sector
approach is more generalizable than single industry studies (Crosno and
Dahlstrom 2008). Most relevant existing studies are based on cross-
sectional data. We use data from three successive surveys of firm
managers and thus have the opportunity to trace the main trends from
2013 to 2019. This period includes the economic depression that started
in Russia in 2014.

The main research questions are the following: What is the frequency
of inter-firm opportunism in respect of explicit violations of contractual
terms and conditions? What are the driving factors behind opportunism,
and how do they change over time? Are there any differences in the
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propensity for opportunism across different consumer industries? Finally,
does inter-firm opportunism lead to an escalation of relational conflicts?
The structure of the chapter is as follows. We start with the research
hypotheses derived from the existing literature, before setting out the
main data sources, measures and analytical methods. After presenting
the descriptive statistics, we provide the main findings of the regression
modelling regarding the antecedents and consequences of opportunistic
behaviour. Finally, we discuss our results and draw some conclusions.

Research hypotheses

Opportunistic behaviour can be driven by both external and internal
factors. External factors include environmental characteristics. In line
with previous studies (Luo 2006; Ting et al. 2007), we assume that
environmental volatility increases the uncertainty under which firms
operate and can lead to the inability to deliver promised resources or to
intentional attempts to enhance their advantage by detrimental means.
We used the level of competition in the market as a characteristic of the
environment and proposed that competitive pressures might increase
opportunism by channel partners (Sa Vinhas and Heide 2015).

H1: Pressure resulting from higher levels of competition from
the external economic environment increases opportunism by
channel partners.

Internal factors relate to the characteristics and quality of dyadic
relationships. Relational contracting theory distinguishes between
transactional and relational exchanges and assumes that the creation of
stable relationships requires continuity (Macneil 1980; Ivens 2004;
Radaev 2015). Thus, the length of relationships represents an inherent
element of relational/embedded exchanges. Existing evidence on the
effects of relationship duration on opportunistic behaviour is
controversial. Some authors show that stable preferential relationships
encourage knowledge transfer (Kotabe et al. 2003), increase asset
specificity, facilitate mutual commitment and alleviate the risks of
opportunism (Gulati and Gargiulo 1999; Ivens 2004; Crosno and
Dahlstrom 2008; Lui et al. 2009). Others argue that long-term
relationships are more costly (Menard 2004) and may lead to growing
opportunism and more conflicts. For example, it was pointed out that ‘the
more that two companies try to work together, the more conflicting issues
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will be discovered’ (Hakansson et al. 2009, 24). In some cases, durable
relationships may become unstable and suffer from greater opportunism
and dissatisfaction over time (Klein 1996; Anderson and Jap 2005). At
the same time, exchange parties found themselves trapped in close
relationships (Grandinetti 2017). Keeping in mind this controversial
evidence, we support the insights of relational contracting theory and set
out the following proposition.

H2: Relationship duration reduces opportunism by channel partners.

The distribution of market power presents another important
characteristic of channel relationships that may influence opportunistic
behaviour. Given that power resides in the other’s dependency (Emerson
1962), asymmetric dependence might engender opportunism in that it
enables less dependent partners to use their market power for detrimental
purposes and expropriate resources from more dependent partners
(Lusch and Brown 1996; Anselmi and Marquardt 2000). At the same
time, opportunistic behaviour could originate from the resistance of the
more dependent channel partners to pressure from the partners with the
greater bargaining power.

Bargaining power is an important element of market channel power
in dyadic relationships. In this study, we define the level of bargaining
power in terms of the capacity of channel partners to impose the terms
and conditions of business contracts. Thus, opportunism by channel
partners indicates the lack of bargaining power of a given firm and its
inability to control the actions of the other party during the process of
contract negotiation and conclusion. Alternatively, non-compliance with
contractual terms could be interpreted as resistance of a given firm to
pressures imposed by the more powerful channel partner. In both cases,
this power asymmetry might also lead to opportunistic behaviour during
the execution of contracts. Here we take one of the potential explanations
to hypothesize the following statement.

H3: A lack of bargaining power increases opportunism by
channel partners.

Sources of market power are not necessarily confined to dyadic channel
relationships. These sources could be derived from a firm’s political
affiliation with government agencies in their capacity as influential third
parties in the market. Relationships with government agencies, especially
in emerging economies, may significantly influence opportunistic
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behaviour in the supply chain (Zeng et al. 2017). More specifically, political
ties may have a positive impact by deterring opportunism by channel
partners (Zhu et al. 2017). This gives rise to the following hypothesis.

H4: The affiliation of firms with government agencies reduces
opportunism by channel partners.

Turning to the consequences of inter-firm opportunism, the latter may
influence the firms’ performance and the quality of dyadic relationships.
It may also lead to relational conflicts, defined here as disagreements
between channel partners (Bobot 2011). In previous studies, role
deviance and poor communication were recognized as antecedents of
inter-firm conflicts (Lumineau et al. 2015). Contract infringement has
also been explicated as an influential source of relational conflict in Russia
(Radaev 2013). When channel partners go to extremes in their ambivalent
relationships and provoke relational conflicts, they create risks of
deterioration or even termination of these relationships. Thus, the
following statement is suggested:

H5: Opportunism has a direct positive influence on relational inter-
firm conflicts.

Data and methods

Data sources

Data were collected from three successive standardized surveys. In total,
2,204 managers completed questionnaires during face-to-face
interviews. The surveys were conducted in 2013 with 843 managers,
including 424 retailers and 419 suppliers, in 2016 with 684 managers
(339 retailers and 345 suppliers) and in 2019 with 677 managers (340
retailers and 337 suppliers).

Because the collection of data on dependence and control from a
single source may produce common biases (Provan and Skinner 1989),
we used the same questionnaire to survey suppliers and retailers and
persuaded channel partners to describe their relationships from opposite
sides. We assume that the more discrepancies there are in estimations
between the two sides, the more attention should be paid to a given aspect
of their relationship (Bloom et al. 2000).
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All surveys were conducted in five large Russian urban areas in
which modern retailing formats were well developed, including Moscow
(central region), Saint Petersburg (north-western region), Yekaterinburg
(Ural region) and Novosibirsk and Tyumen (western Siberia region).

Three industries were involved: grocery (1,257 managers), consumer
electronics (388 managers) and textiles and apparel (559 managers). Thus,
for comparative purposes we have chosen industries dealing with both food
and non-food products. We also examined different types of supply chains.
Groceries and textiles and apparel are attributed to buyer-driven commodity
chains, in which retailers normally have more bargaining power, whereas
consumer electronics represents a producer-driven commodity chain, in
which suppliers might be more influential (Gereffi et al. 2005).

The sample comprised large companies (28.4 per cent) as well as
medium-sized and small enterprises (71.6 per cent), including both
domestic and foreign companies operating in Russia.

The same sampling methods were applied in all surveys. Sampling
procedures were different with regard to retailers and suppliers. With
retailers, we addressed all chain stores (both global and domestic) given
that their total number is limited. Thus, retailers were selected from the
full lists of chain stores operating in each region. Given their very large
number, suppliers were sampled using the international database Ruslana
of the Bureau Van Dijk, which contains information on 850,000 companies
operating in Russia. Suppliers were randomly selected from this database.
Suppliers covered both the manufacturers and distributors of products.
All surveys were conducted by the Levada Centre during the same months
of November and December to avoid seasonal fluctuations. The basic
characteristics of the sample are summarized in Table 6.1.

Table 6.1 Basic sample descriptive statistics, per cent

Companies Retailers (n = 1,103) | Suppliers (n = 1,101)
Grocery sector 56.3 57.8
Consumer electronics 17.7 17.5

Textiles and apparel 26.0 24.7

Large firms 28.5 28.3

Small and medium- 71.5 71.7

sized firms

2013 38.4 38.1

2016 30.7 31.3

2019 30.8 30.6
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Measures and analyses

We used ‘breach of business contract’ as a proxy for inter-firm
opportunism. Opportunism presents a clear example of a difficult-to-
capture construct. Due to the sensitive and unflattering nature of the
issue, we suggested questions about their partners’ opportunism rather
than about our respondents’ own behaviour. We are also fully aware of
the fact that the infringement of business contracts might occur for a
variety of reasons and that it is hard to determine empirically whether any
breach of contractual obligations was the result of dishonest behaviour or
merely bad contractual governance and contingent factors. Thus, two
additional variables were used to assure that this kind of business practice
was associated with opportunistic behaviour per se. These variables were
based upon the questions to managers as to whether their channel
partners (1) provided distorted information (Yes/No) and (2) breached
informal agreements (Yes/No). Data on these issues were collected from
the latest survey wave in 2019.

After descriptive analyses, first, we estimated coefficients from a
logistic regression model with the existence of breach of contract by
business partners in the two years preceding the respective survey as a
dichotomic dependent variable (Yes/No). Second, we estimated
coefficients from a linear regression model with the percentage of channel
partners infringing contracts as a dependent variable.

Regarding the main predictors, external/environmental competition
pressure was measured as a perceived level of competition over a certain
type of product in a given area (high vs moderate or low). Internal/
process factors included relationship duration measured as a percentage
of channel partners (retailers or supplier) who worked with a surveyed
firm for more than five years.

Following the literature (Brown et al. 1995), we defined marketing
channel power as the ability of one channel member to control the
decision variables in the marketing strategy of another member at a
different level of distribution. This kind of bargaining power was
measured on the basis of whether the channel partners were able to
impose contractual terms and conditions on a surveyed firm.

With regard to political power, we used the political ties of the
surveyed firms as indicated by their receipt of either financial or
organizational support from government authorities at the federal,
regional or municipal levels in the previous two years. Data on different
government agencies and support measures were collected on the basis
of eight separate questions. If the surveyed firm received at least one
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type of support, it was qualified as being affiliated with government
agencies.

Control variables included the industry (groceries, consumer
electronics or textiles and apparel), the place of the firm in the supply
chain (retailer vs supplier), the size of the firm measured on a self-
reported basis (large vs medium-sized or small) and the years in which
the surveys were conducted (2013, 2016 and 2019).

To examine the consequences of opportunism, we applied a binary
logistic regression model, using the existence of conflict with channel
partners in the previous two years as a dependent dichotomic variable.
The presence and percentage of business partners infringing contractual
obligations were examined as the main predictors here in two versions of
the same model. The same set of independent and control variables was
used. To check the sensitivity of the outcomes, all models were run
separately for retailers and suppliers.

Results

Descriptive statistics

The descriptive statistics of the major variables by year and industry are
summarized in Table 6.2. The data showed that inter-firm opportunism
was still widespread in the industries surveyed. A majority of the firms
surveyed faced breaches of contract by their channel partners in the two
years preceding the survey. The percentage of managers who reported
that their partners had infringed business contracts increased from 74.9
to 76.3 per cent between 2013 and 2016 and to 78.1 per cent by 2019.
Non-compliance with contractual terms was more widespread in the
grocery sector (80.3 per cent) than in consumer electronics (74.9 per
cent) or textiles and apparel (68.7 per cent). In all industries, suppliers
were more likely than retailers to report that partners breached business
contracts (79.0 and 73.6 per cent respectively).

The percentage of partners breaching business contracts increased
from 24.0 to 31.1 per cent between 2013 and 2016, before falling back to
25.9 per cent in 2019, which was still slightly higher than in 2013.
Differences across industries were not significant here, accounting for
25-27 per cent in each sector. Again, suppliers reported a higher
percentage of partners that behaved opportunistically than retailers (30.3
and 23.9 per cent respectively).
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Given that breach of contract is not necessarily associated with
calculated efforts to confuse the partner, we used two additional variables
—whether channel partners provided distorted information and whether
they breached informal agreements — as explicit evidence of opportunistic
behaviour. Using data from the 2019 survey, we revealed that these two
parameters were positively related to both the existence and the
percentage of channel partners infringing business contracts at a high
level of significance (p < .001). Both indicators of contract infringement
were also significantly associated with the existence of relational conflicts
with channel partners. Thus, we would argue that the infringement of a
business contract may serve as a good proxy for inter-firm opportunism in
the case under review.

Turning to the explanatory variables, almost two-thirds of surveyed
managers (62.7 per cent) reported that the level of competition was high
in all three industries. It was even higher in the years 2013 and 2016 and
declined afterwards in 2019, particularly for suppliers in consumer
electronics.

Overall, managers preferred more durable contractual relationships.
The percentage of channel partners that were working with a surveyed
firm for more than five years accounted for 66.8 per cent on average.
Relationship duration was particularly important for retailers in the
textiles and apparel industry (77.2 per cent) but much less so for suppliers
in consumer electronics (57.3 per cent). However, this percentage
decreased from 71.8 to 58.5 per cent between 2016 and 2019, especially
among suppliers, due to a fall in overall number of long-term partners.

The lack of bargaining power was reported by almost two-thirds of
respondents (64.3 per cent), who pointed out that their channel partners
were able to impose contractual terms and conditions on them. Overall,
suppliers felt much more vulnerable in terms of their comparative
bargaining power than retailers did in all industries (71.0 and 57.3 per
cent correspondingly), which was particularly true for suppliers in the
food industry (76.3 per cent). However, competitive situations improved
when the percentage of managers suffering from the imposition of
contractual terms decreased from 68.0 to 57.4 per cent between 2016 and
2019 in total (for suppliers from 77.7 to 60.0 per cent).

Not many managers had political ties enabling them to receive
either financial or organizational support from government authorities at
different levels (6.9 per cent in total, including 7.3 per cent of retailers
and 6.4 per cent of suppliers). The frequencies of state support were not
sector-specific and demonstrated an explicit downward trend over the
years. The percentage of firms receiving support from government
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agencies decreased from 10.0 to 7.4 per cent between 2013 and 2016 and
fell to 2.6 per cent in 2019.

Turning to the effects of opportunism, a significant number of
managers pointed to the existence of relational conflicts with their channel
partners in the last two years (24.4 per cent in total, including 23.0 per cent
of retailers and 25.8 per cent of suppliers). Differences across industries
were not significant here. Remarkably, the percentage of managers facing
conflicts declined from 29.9 to 22.4 per cent between 2013 and 2016 and
showed further decline to 19.6 per cent from 2016 to 2019, implying that
the quality of channel relationships was gradually improving.

Results of modelling

We start with the antecedents of inter-firm opportunism and then proceed
to its consequences. Table 6.3 summarizes the estimated coefficients from
a logistic regression with the existence of channel partners breaching
their contractual obligations as a dependent variable and from a linear
regression with the percentage of partners violating their contractual
obligations within the last two years as a dependent variable. The largest
VIF (1.8) suggests no major threat of multicollinearity.

Starting with the environmental factor, competitive pressures
increased the probability of contract infringement in line with Hypothesis
1 but only for the presence of opportunistic partners (p < .01). The
coefficients for the percentage of such partners were not significant,
which shows that the effect of the competition level was not robust.

The length of exchange relationships produced a small but
significant negative effect on the existence of channel partners breaching
contractual obligations (p < 0.5) and a more significant negative effect
on the percentage of channel partners infringing contracts (p < .001).
Our Hypothesis 2 was confirmed.

The lack of bargaining power was the most influential factor,
providing significant positive effects on both the existence and the
percentage of channel partners breaching contractual obligations in line
with our Hypothesis 3 (p < .001).

Affiliation with government agencies, on the contrary, did not affect
the opportunistic behaviour of the channel partners in a significant way.
Thus, Hypothesis 4 was not supported by the data.

The place of the firm in the supply chain did not affect the presence
of opportunistic behaviours. However, the percentage of partners
breaching business contracts was slightly higher for suppliers than for
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retailers (p < .05). The size of the firm increased the probability of the
presence of opportunistic behaviours (p < .001) but did not affect the
percentage of partners practising this kind of behaviour. The type of
products did not show a significant effect on the presence and percentage
of opportunistic partners with one important exception: the infringement
of business contracts was more likely in the grocery sector than in other
industries. Positive period effects of the year 2016 were observed with
regard to the percentage of opportunistic partners and of the year 2019
with regard to the presence of opportunistic partners (p < .001), while
the other effects were not significant.

For the purpose of sensitivity analyses, we ran the same models
separately for retailers and suppliers and obtained similar results for all
major variables.

Table 6.3 Estimated effect of explanatory and control variables on the
existence and percentage of partners infringing business contracts as

dependent variables
Model 1. Existence Model 2.
of partners Percentage of
infringing business | partners infringing
contracts business contracts
Competition level 1.479** (.128) .026 (1.571)
Relationships duration .995* (.002) -.164*** (,025)
Partners impose 2.625%** (,126) .206*** (1.589)
contractual terms
Receive state support 962 (.235) —-.005 (2.933)
Suppliers/retailers 1.130 (.124) .055* (1.505)
Size of the firm 1.699*** (.162) .025 (1.680)
Grocery sector 1.614** (.162) .001 (2.026)
Textile and apparel .882 (.174) -.009 (2.293)
2016 1.215 (.149) 115%** (1.843)
2019 1.787*** (.156) .037 (1.858)
R2 113 .082
Number of observations 1610 1609

Note: Standard errors in parentheses. * p < 0.05, ** p < 0.01, *** p < 0.001
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Regarding the consequences of inter-firm opportunism, estimated
coefficients from a binary logistic regression using the presence of
relational conflicts with channel partners as a dependent variable are
presented in Table 6.4.

As suggested in Hypothesis 5, contract infringement was positively
associated with relational conflicts with channel partners. The presence of
channel partners breaching their contractual obligations had the largest
effect on the probability of relational conflict. The effect of the percentage
of such opportunistic partners was smaller but still significant (p < .001).

The competition level presented a further influential factor affecting
the emergence of relational conflicts (p < .001). Relationship duration
very slightly reduced the probability of relational conflicts (p < .05) but
this effect was not sustainable. The existence of conflicts was much more
affected by the level of the partners’ bargaining power, implying that if

Table 6.4 Estimated effect of explanatory and control variables on the
existence of conflict with partners as dependent variable

Model 1 Model 2

Contract infringement ™

13.027*** (.309)

1.022*** (.002)

Competition level

2.619%** (.150)

2.867*** (.153)

Relationships duration

.995* (.002)

.996 (.002)

Partners impose

2.070*** (.156)

1.975%** (.156)

contractual terms

Receive state support 1.105 (.254) 1.103 (.249)
Suppliers/retailers 1.015 (.135) .987 (.137)
Size of the firm 1.342* (.145) 1.474%* (.145)
Grocery sector .898 (.185) 1.047 (.187)
Textile and apparel 1.430 (.207) 1.384 (.206)

2016

.585** (.160)

.501%** (\164)

2019 A447%%% (.170) 482 ((171)
Constant .023%** (411) .095*** (.302)
R2 .284 .238
Number of observations 1,382 1,382

Note: Standard errors in parentheses. * p < 0.05, ** p < 0.01, *** p < 0.001

~ Existence of partners infringing business contracts in Model 1.
Percentage of partners infringing business contracts in Model 2.
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channel partners had the opportunity to impose contractual terms and
conditions, relational conflicts were more likely to emerge. It was not
important if the firms received organizational or financial support from
government agencies.

The difference between retailers and suppliers was not significant in
this respect either. No significant effects of industries were revealed. Firm
size was positively associated with the existence of relational conflicts
(p < .05) but this result was not sustainable and was valid for suppliers
only. Finally, significant period effects were observed for the years 2016
and 2019 (p < .001), implying that the probability of relational conflicts
decreased over the years.

Again, we ran the same models separately for retailers and suppliers
to check the sensitivity of outcomes. The obtained results did not deviate
from the original model.

Discussion

The results of this study suggest that inter-firm opportunism was
widespread across different Russian consumer industries and slightly
increased over time. We focused upon behavioural variables and
demonstrated that contract infringement was positively associated with
the presence of behavioural patterns that signify explicit opportunistic
actions, such as supplying distorted information and breaching relational
norms. We also examined a variety of antecedents of inter-firm
opportunism dealing with external factors and dyadic channel
relationships, with a particular emphasis on the length of relationships
and the bargaining power of channel partners.

Following the existing literature (Luo 2006; Ting et al. 2007), we
assumed that pressures from the external economic environment and
environmental uncertainty might increase opportunism. The data showed
that a higher level of competition produced pressures in the market and
increased the probability of contract infringement, although this effect
was not sustainable.

We used relationship duration as an important characteristic of
dyadic relationships among channel partners. Contrary to some previous
studies (Anderson and Jap 2005; Hakansson et al. 2009; Grandinetti
2017), we concluded that establishing long-term sustainable relationships
tended to decrease the level of inter-firm opportunism. Thus, we support
the statements of relational exchange theory (Macneil 1980; Gulati and
Gargiulo 1999; Ivens 2004; Lui et al. 2009) and argue that transactional
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exchange increases the risks of opportunism, whereas the length of
channel relationships reduces these risks.

A dependence-power advantage is one of the most cited antecedents
of opportunism in the inter-firm relationship literature (Hawkins et al.
2008; Wang and Yang 2013). We agree that inter-firm opportunism could
originate from the relative dependence on business partners, which might
use their market power for detrimental purposes (Emerson 1962; Anselmi
and Marquardt 2000). The capacities of channel partners to control
critical resources for competitive advantage and impose the terms and
conditions of business contracts were considered as a specific form of
abuse of power in dyadic relationships. The obtained results showed that
a lack of bargaining power was the most influential factor, providing
significant effects on both the existence and the percentage of channel
partners breaching their contractual obligations.

Previous studies demonstrated that political ties with government
agencies, especially in emerging economies, might have a positive impact
by deterring opportunism by channel partners (Zeng et al. 2017; Zhu et
al. 2017). We revealed that the level of political affiliation of the surveyed
firms with government authorities at the federal, regional and municipal
levels indicated by receiving financial or organizational support in the
consumer markets was low and showed a downward trend over time.
Remarkably, we did not obtain any clear evidence that existing political
ties were effectively converted into bargaining power. The character of
relationships in a dyadic process with channel partners was more
important than affiliation with government agencies, which was not very
helpful in reducing the propensity of opportunism in the examined case.

Turning to the consequences of inter-firm opportunism, we assumed
that contract infringement might lead to relational conflicts, understood
as disagreements between channel partners over the execution of
contracts (Bobot 2011; Radaev 2013). It was confirmed that both the
presence and percentage of opportunistic channel partners breaching
their contractual obligations had a direct and sustainable positive
influence on the emergence of relational conflicts. The probability of
relational conflicts was also significantly affected by the level of market
competition as an environmental element and by the level of the partners’
bargaining power as an element of the dyadic process. This provided
support for the insight that power possessed by one of the channel
partners may affect the presence and level of conflict (Gaski 1984).
Relationship duration had a smaller impact on the avoidance of relational
conflicts, whereas political ties with government agencies were not
important at all.
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Considering other factors, suppliers suffered more often from the
opportunistic behaviours of channel partners than retailers in all surveyed
industries. However, the difference between retailers and suppliers was
not significant with regard to the emergence of relational conflicts. Larger
firms had to face opportunistic behaviour and relational conflicts more
often but this result was valid for suppliers only, which was consistent
with our previous findings (Radaev 2013). Overall, it implies that
bargaining power represents a more influential factor than structural
power measured by the size of the firms.

The infringement of business contracts was more often observed in
the grocery sector rather than in other industries, while no significant
differences across industries were revealed with regard to relational
conflicts. Period effects were rather ambivalent, demonstrating a positive
impact on the presence of contract infringement and a negative impact on
the frequency of relational conflicts over the years. This implies that, on
the one hand, non-compliance with contractual terms became a
routinized business practice and, on the other, that channel partners
increasingly managed to resolve disputable issues of contract execution
without the aggravation of mutual tensions.

Conclusion

Our results showed that inter-firm opportunism, measured by the
infringement of contracts, was widespread across different industries in
the Russian consumer markets.

The length of relationships reduced the incidence of opportunism,
whereas the lack of market channel power increased the risks of
opportunistic behaviour by business partners. These dyadic process
elements had much greater influence on the presence and percentage of
channel partners breaching contractual obligations than external
competitive pressures and the existence of political ties with government
agencies. It also implies that breaches of contract more often indicated an
abuse of market power by dominant firms rather than resistance to
pressure from firms with less bargaining power.

As for the emergence of relational conflicts, it was mainly affected
by inter-firm opportunistic behaviours as an important source of these
conflicts. However, obtained data showed that the frequency of relational
conflicts decreased over the years, demonstrating that channel partners
managed to resolve disputable issues with regard to contract execution
more effectively. This implies that despite some tensions provoked by the
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abuse of bargaining power, the dominant firms restricted their own
opportunistic behaviour with regard to more dependent channel partners.
Overall, this helps in coping with the ambivalence of exchange
relationships and prevents termination of these relationships.

Limitations of the study

The study has some limitations. We have examined only one type of inter-
firm opportunism, which is objective, strong and ex post, with a clear
understanding that opportunism does not necessarily involve the
violation of the agreement’s explicit terms and that other types of
opportunism could be important as well.

We address self-reported data, which have obvious limitations.
However, subjective evaluations are highly relevant and very important
here because we investigate a politically contested process in which the
attitudes of the involved parties matter.

The data on contract infringement did not allow us to distinguish
between intentional shirking and the objective inability of channel
partners to deliver promised actions and resources due to external factors
beyond their control. However, we provided some evidence that breach
of contract was directly associated with opportunistic behaviour in the
examined case.

The generalizability of obtained outcomes always presents an open
question. The collected data were confined to the Russian consumer
markets. However, we compared different types of industries to obtain an
advantage over a single industry approach.
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Abusive supervision in organizations:
Power, dependency and employee
voice in labour relations

Evgeniya Balabanova

Introduction

The issue of power in organizations has a long tradition in sociological
theory, as well as in industrial relations and management science. The
analysis of organizations through the lenses of power and domination
made it possible to explore the processes through which elite social groups
gain and retain their advantages both within and outside organizations as
well as the mechanisms of allocation and distribution of valued resources.
While industrial and organizational sociology has been focused more on
how power relations shape social structures and contribute to wider societal
processes, especially social and economic inequality and discrimination,
management science has been more driven by the business logic of ensuring
a firm’s efficiency and effectiveness. Despite some differences in the
sociological and management domains, both rely on the importance of
understanding power in organizations and its social and economic effects.

While power can be located in or outside organizations (for a
detailed review of the interconnected sites of organizational power, see
Fleming and Spicer 2014), sociology has a strong tradition of focusing on
the external environments, that is, the social, political and cultural
contexts within which organizations reside. The question of power inside
organizations — including the struggles within formal organizational
boundaries for resources, the systems of control, and the manner of
supervising and exercising power and domination over the employees —is
most often raised in the framework of the managerial approach. To date,
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a good deal of literature that stems from the ideas of control over sources
of uncertainty and valuable resources proposed by Crozier (1964) and by
Pfeffer and Salanick (1974) has focused on power relations between
organizational units. Another stream of research refers to employer—
employee conflict, primarily focusing on trade unions and other forms of
employee collective representation. Finally, a number of studies focus on
interpersonal power between individuals. This micro level of analysing
power at work, embodied in individual behaviour and attitudinal and
emotional reactions, is now highly influenced by psychological
approaches. Under these lenses, firstly, the understanding of ‘power’ is
often excessively wide, understood as an actor’s general ability to
influence another’s behaviour. Secondly, psychological approaches focus
primarily on personality traits or individual positions in social networks
as the main antecedents of power advantages.

To address these two gaps, this chapter goes beyond ‘psychological’
explanations of power relations in organizations and adopts a sociological
perspective on the micro level, or the level of individual behaviour in
work roles. My study is based on the Weberian understanding of power,
which implies real or potential conflicts of interest and the use of some
form of coercion, thus excluding voluntary actions under the processes of
social influence.

The micro level of organizational analysis reveals several important
features of the ambivalent nature of power. Firstly, power is a necessary
condition for achieving organizational goals, mobilizing resources and
enhancing performance. It helps to provide regular, predictable and
coordinated social interactions, ensures rule compliance and prevents
conflicts and anarchy. At the same time, there is also a ‘dark side’ to
interpersonal power which is destructive for organizations. The present
study focuses on a phenomenon which embodies the negative aspects of
managerial power — ‘abusive supervision’ (AS), understood here as a
‘sustained display of hostile verbal and nonverbal behaviors, excluding
physical contact’ (Tepper 2000, 178). Abusive supervision leads to a broad
range of dysfunctional outcomes — at the individual (e.g., psychological
distress, emotional burnout, withdrawal behaviours), team (decline in
performance) and organizational (climate of hostility and distrust, low
morale among employees) levels (Starratt and Grandy 2010; Tepper et al.
2017). In this way, AS may be considered as an example of the motivational
ambivalence of power (Ledeneva 2018): although declared as a means of
maintaining order in the workplace and performance enhancement, AS, in
fact, is often actually used to strengthen the personal power of managers
and/or to camouflage the lack of skills for effective leadership.
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Secondly, exercising managerial functions requires administrative
and economic resources to foster desirable behaviour on the part of
employees. The power to hire and fire and to implement incentives and
penalties is often seen as the most important condition for managing
people. However, managers’ resource advantages create socio-economic
dependency on the part of employees and thus may lead to the misuse or
abuse of the superiors’ power. I turn to the arguments of social exchange
theory (SET) (Emerson 1962; 1976), according to which power advantages
stem from having valued and deficient resources that other social actors
cannot do without and are not able to gain from an alternative source. The
SET conception of gaining power seems to be very relevant for the analysis
of employment relations. Since the elasticity of demand for labour force is
normally associated with the inelasticity of capital and wages supply,
employers have power advantages over employees (Poggi 2001). This is
especially relevant for the analysis of employment relations in Russia,
considering the fact that employees have become increasingly dependent
on employers in recent years, thereby tilting the balance of power in the
latter’s favour (Tikhonova and Karavay 2018). Thus, I address another type
of ambivalence (Ledeneva 2018), namely, functional ambivalence of power
advantages at the disposal of supervisors. These advantages may provide
both positive and negative results; they can be a tool for both increasing
and decreasing subordinates’ motivation and performance.

Thirdly, AS, being a form of socio-psychological violence, normally
assigns the subordinate the role of a passive victim. Managers’ abuse of
power claims absolute control over employees and demands their
unquestioning obedience. Indeed, extant research shows that AS leads to
subordinates’ emotional burnout and lower levels of self-esteem, thus
implying the exercising of predominantly externally driven behaviours of
employees. Nevertheless, the latter still have opportunities to oppose the
abusive power of their employers and supervisors. Among the resources
available to them are their highly valued professional skills, unique
expertise (Crozier 1964), social networking and the fact that they have
alternatives to their current employers. Moreover, individual employees
can restore the balance of power by engaging in proactive ‘political
behaviour’ aimed at accessing valuable organizational resources. Many
academics share the idea that organizations are inherently ‘political
arenas’ (Mintzberg 1985), since they are sites for the continuous
contestation of employer and employee interests, and the struggle for
resources is inevitable in every formal organization. Hence, there is
another face of functional ambivalence: although power abuse by
managers implies loyalty and obedience from subordinates, the latter
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may react in a quite opposite way by employing active coping strategies,
including, for example, voice behaviour.

To sum up, AS can be seen as embodying the functional and
motivational ambivalence of power in organizations in three ways: (1) the
ambivalence of the ‘positive’ and ‘negative’ sides of managerial power; (2)
the ambivalence of the outcomes of managerial power advantages; and (3)
the ambivalence of employee reactions to managerial abuses of power.

In recent decades, research on AS has been conducted mainly in the
United States and Western Europe. To date, there have been no studies on
AS in Russia, except a small-scale exploratory study (Balabanova et al.
2018a). Extant research also focuses primarily on individual-level
antecedents of AS, such as the personality traits of supervisors and
subordinates and the quality of their relationships, without paying much
attention to the socio-economic bases of ‘negative’ managerial power.
Finally, there is still little empirical evidence to suggest that employees
subjected to AS do not simply behave as passive victims but try to restore
the balance of power through proactive efforts (Wee et al. 2017).

My analysis is based on a sample of 1,100 non-supervisory
respondents across 10 industries and nine geographical regions in Russia.
It adds to the literature in three ways. Firstly, it sheds light on
manifestations of AS as a form of power abuse in the underexplored
cultural context of Russia. Secondly, in line with SET propositions, I test
the importance of employee economic dependency in predicting AS.
Thirdly, my study examines employee voice strategies as proactive
reactions to AS aimed at restoring the balance of subordinate-supervisor
power relations.

Ambivalence of power in organizations: abusive
supervision as a manifestation of ‘negative’ power

Power is an essential attribute of organizations, a condition for the
consistency of interactions and the achievement of organizational goals.
Understood as ‘the probability that one actor within a social relationship
will be in a position to carry out his will despite resistance’ (Weber 1968,
53), power is often necessary for the implementation of managerial
functions. Over the last two decades, several studies have examined
manager-worker power relations. Among these, Radaev (1994; 2009)
examined managers’ strategies of establishing and legitimizing authority in
the Russian context. Being constructed in the intersection of the two axes
— the rigidity/flexibility of the administrative hierarchy and the formality/
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informality of labour relations — these strategies were described in terms of
bureaucratism, paternalism, partnership and fraternalism. All four strategies
refer to ‘positive’ power as the ability to achieve organizational goals.
Likewise, the qualitative study by Balabanova et al. (2018b) described four
managerial styles of owners and CEOs in privately owned Russian business
organizations (the wild capitalist, rationalist, passive and statist styles).
Although three of the four styles were found to be highly authoritarian and
exploitative, all of them were aimed at increasing business profitability in
the high power distance context of Russia.

However, a high degree of formal authority and economic resources
obtained by managers/supervisors may give rise to the abuse of power. In
this case, this produces ‘negative power’ (Rus 1980; Simon and Oakes
2006), focused on furthering one’s personal interests instead of pursuing
organizational goals. The negative aspects of managerial power are
manifested in the phenomenon of AS (Tepper et al. 2009; 2017; Lian et
al. 2012), which is close to other less frequently used terms such as petty
tyranny, supervisor aggression, supervisor undermining (Tepper et al.
2017) or bullying (Rainey and Melzer 2021).

The most widely recognized definition of AS - ‘sustained display of
hostile verbal and nonverbal behaviors, excluding physical contact’— was
suggested by Tepper (2000, 178). This understanding implies that AS is
abehavioural phenomenon, which includes the discrete, observed actions
of a supervisor towards her/his subordinates. Tepper’s (2000) AS
indicators refer both to overt emotional aggression towards subordinates
and to hostility, displayed as psychological pressure, unethical behaviours
and rhetoric that might be insulting for subordinates — uncontrolled
outbursts, violating promises, refusal of requests, public ridicule or
‘sabotage’ towards employees.

However, AS is not limited to ‘psychological’ phenomena which
reflect supervisors’ poor impulse control. The abuse of power also includes
subordinate-targeted behaviours that violate employees’ interests related
to their day-to-day work activities, material rewards or professional
development. Among these are, for example, assigning unachievable
tasks, obstructionism, depriving employees of important resources,
violating employees’ interests, inappropriately blaming employees for
others’ mistakes, and ignoring or taking credit for achievements. These
adverse work-related practices are perceived as offensive and may have
the same, if not stronger, damaging effects on employees as ‘emotional
blowouts’ by their supervisors.

Speaking more broadly, this idea behind the classification of AS into
two types relates to the understanding that employment relations
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comprise two main aspects: economic (material, financial) and social
(relational, emotional). This division underlies, for example, the well-
known classification of psychological contracts (PCs) into transactional
and relational (Rousseau 1995). Transactional PCs emphasize transparent
obligations associated with monetary rewards, whereas relational PCs
include broad, socio-emotional obligations such as support, trust and
respect. Following this recognized classification, we propose that AS may
also be divided into ‘transactional’ and ‘relational’ aspects. However, to
date, AS is interpreted mainly from a socio-emotional perspective,
without considering the economic (‘transactional’) aspects of
subordinate-supervisor interactions.

To address this gap, I developed indicators of AS which refer to
work-related adverse events and day-to-day managerial practices
associated with economic resources, which will be presented below.

Ambivalence of administrative and economic resources
as sources of managerial power: a condition for
management and the basis for the abuse of power

Previous research on AS has been based mainly on psychological,
individual-level, theoretical explanations such as social learning theory
and workplace role models (Mawritz et al. 2012), conservation of
resources theory (Mackey et al. 2013), affective events theory (Eissa and
Lester 2017) or leader-member exchange theory (Kim et al. 2019). In
line with these approaches, AS is associated with the personality traits or
demographic characteristics of the supervisor and/or subordinates.
Among these are employees’ negative affectivity, low conscientiousness
and high neuroticism, young age and short tenure (Tepper et al. 2001;
Starratt and Grandy 2010; Zhang and Bednall 2016), and supervisors’
Machiavellianism or low emotional intelligence (Wisse and Sleebos 2016;
Zhang and Bednall 2016). Other studies focus on other micro-level
antecedents of AS, such as perceived supervisor-subordinate dissimilarity
and relationship conflict (Tepper et al. 2011).

The general gap in the above-mentioned perspectives is that
organizational practices and resources at the disposal of managers receive
little attention as antecedents of AS (for exceptions see Mawritz et al.
2014; Zhang and Bednall 2016). These resources are important for
implementing core managerial functions such as coordination, motivation
and control. At the same time, managers’ administrative and economic
advantages put subordinates into a vulnerable position, making them
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dependent on the valued resources which they receive through their
interactions with supervisors. In turn, this dependency may become
fertile ground for the abuse of superiors’ power. As Cook and Rice (2002,
712) explain, ‘extreme dependence often invites the abuse of power in
social relations, since the power disadvantaged view themselves as having
few alternatives’. That is why current research should be complemented
by sociological explanations of the nature of AS. For this purpose, SET
(Blau 1964; Emerson 1976; Molm 1991) seems to be the most relevant
approach, although it is under-regarded at this time.

SET assumes that all social interactions constitute processes of
exchange of resources and favours that create mutual obligations (Homans
1958; Emerson 1962; Blau 1964). The balance (perceived equivalency) of
these exchanges is the basic condition for the continuation of the
interactions. This idea is widely used in research on employee—organization
relationships, especially in studies on psychological contracts (e.g.,
Cropanzano and Mitchell 2005; Coyle-Shapiro and Shore 2007).

If exchanges occur between the owners of unequal resources, the
balance is restored through power-dependence relations (Emerson 1962;
Gargiulo and Ertug 2014). A ‘provider’, who controls deficit resources
that other people crucially need and cannot get from an alternative
source, achieves power over them. ‘Providers’ are able to impose
conditions for delivering resources, to compel those who depend upon
them to engage in certain actions, to manipulate by rewards and
sanctions, and to convert economic dependency into moral obligations.

Since all formal organizations can be seen as hierarchical social
structures characterized by unbalanced employee—employer power
relationships, SET can explain many aspects of supervisor—subordinate
interactions. The more valuable and indispensable resources a supervisor
obtains and the fewer alternative sources there are for a subordinate to
acquire these resources, the more personal power a supervisor has over
her/his subordinate. These resources may include, for example, basic
payments or bonuses, performance appraisals, access to equipment or
information, and opportunities for professional training or career
promotions. The more personal control a supervisor has over these
resources, the more personally dependent a subordinate is. In cases
where subordinates do not meet their supervisors’ expectations and
requirements or where they demonstrate some form of disloyalty,
supervisors can cut off subordinates’ access to those resources.

Perspectives of power-dependence analysis are mentioned in the
literature on aggressive behaviour in organizations. Among these, there is
evidence that employees who are mistreated by their supervisors are often
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powerless because of their resource dependency on their aggressors
(Einarsen and Skogstad 1996; Tepper et al. 2009; Sharma 2018). Anumber
of studies examined power asymmetry between managers and their
subordinates that derive from fewer resources at the subordinates’ disposal.
Following Thau et al. (2004), I consider the lack of attractive job alternatives
as one of the most reliable indicators of employee dependence. I expect that
those with no alternatives at the moment of hiring are more dependent and
thus vulnerable to AS. Thus, I formulate the first hypothesis suggesting that
low-resource employees are more likely to be subjected to AS.

H1: “Zero-option” employment positively predicts AS.

‘Zero-option’ employment is closely connected to job insecurity — a
‘perceived threat to the continuity and stability of employment as it is
currently experienced’ (Shoss 2017, 1914). Since job insecurity increases
employee vulnerability, one can expect that employees with high
perceived job insecurity are more dependent on their supervisors and this
dependency results in supervisors abusing their power. Thus, I propose:

H2: Perceived job insecurity positively predicts AS.

According to previous research, employee dependency is negatively
associated with perceived employability, or an employee’s perception that
they have attractive job alternatives to their current employers (Thau et
al. 2004). Indeed, from the SET perspective, it is crucially important that
AS is more often experienced by workers scoring low on employability
(Tepper 2000). Later, Tepper et al. (2009) associated employee
independence with intentions to quit, implying that employees who have
concrete plans to leave their organization are less reliant on their current
supervisor. Specifically, I hypothesize:

H3: Perceived employability negatively predicts AS.

The next two hypotheses refer to organizational practices that create
resource-based employee dependency and power asymmetry between
managers and their subordinates. As Martinko et al. (2013) noted,
organizational antecedents of AS have still received little direct study.
Specifically, to date, there are no studies examining the direct effects of
organizational practices such as reward systems on AS.

The literature on meritocracy, defined as a principle that prescribes
that only the most deserving are rewarded, gives some idea about how
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organizational practices are linked with power asymmetry and employee
dependency. The opposition between ‘meritocratic’ and ‘anti-meritocratic’
principles of social organization in their ability to predict AS could be
expected in the area of reward systems (Pfeffer and Fong 2005; Castilla
and Benard 2010). Merit- or performance-based criteria of rewards are
usually defined at the highest levels of the organizational hierarchy.
These criteria imply depersonalized ‘rules of the game’ and thus give little
personal power to a discrete line manager. Contrary to this, if rewards
depend upon the subjective evaluations of immediate supervisors, one
can expect that the latter will obtain considerable power, since they
control an important resource. This informality refers to ‘chaotic
workplaces’ within which managers and workers do not have clear
understandings of their work roles or clear procedures for social
interactions. The informal, unclear or contradictory expectations and
responsibilities facilitate ‘laissez-faire’ leadership, which is associated
with supervisory hostile behaviour as a mechanism to regain power over
the labour process (Hodson et al. 2006; Skogstad et al. 2007; Roscigno et
al. 2009; Rainey and Melzer 2021). Hence, subordinates’ material well-
being will depend on their bosses’ will, whereby the latter may be tempted
to abuse their power. Based on the above, I expect that meritocratic
criteria of rewards are negative predictors of AS, while subjective and
‘relationship-based’ criteria breed AS in organizations:

H4. Performance-based payment negatively predicts AS.

H5. Reward systems based on supervisors’ subjective evaluations
and supervisor-subordinate personal relations positively predict AS.

Ambivalence of employee responses to abusive
supervision: falling victim or breaking the ‘spiral of abuse’?

The common narrative in the current literature is that AS, creating
detrimental psychological working conditions, is counterproductive for
organizations. The overwhelming majority of studies suggest that AS is
associated with affective, cognitive and behavioural injury and focus on
passive employee reactions to AS such as psychological distress,
withdrawal and detachment, emotional burnout, alcohol use or leaving
the organization (Bamberger and Bacharach 2006; Tepper et al. 2009;
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2017). In general, scholars tend to consider employees subjected to AS
helpless victims whose behavioural reactions normally fall within the
exit/loyalty/neglect options, according to the EVLN (exit-voice-loyalty-
neglect) scheme, which was developed by Hirschman (1970) and later by
Farrell (1983).

What about the ‘political’ option from the EVLN scheme, namely,
voice, defined as ‘any attempt ... to change rather than to escape from an
objectionable state of affairs’ (Hirschman 1970, 30)? In recent decades,
voice behaviour has received considerable attention in organizational
studies, being understood as employees’ proactive upward verbal
behaviour, the expression of ideas, information or opinions focused on
affecting organizational functional change in the work context and
speaking up on important issues and problems in organizations. Notably,
this is upward communication, that is, it is directed to someone in a higher
organizational position (Van Dyne et al. 2003; Maynes and Podsakoff
2014; Morrison 2014).

Existing research suggests different types of employee voice, of
which the most important is the distinction between a ‘supportive’ and a
‘challenging’ voice (Burris 2012). The first one ‘is intended to stabilize or
preserve existing organizational policies or practices’ (Burris 2012, 853).
A supportive voice can be exercised through employee involvement in
decision-making processes or discretionary speaking up in response to a
threat to the status quo. In contrast, a challenging (or change-oriented)
voice ‘involves speaking up in ways intended to alter, modify, or destabilize
generally accepted sets of practices, policies, or strategic directions that
make up the status quo’ in organizations (Burris 2012, 852). The latter is
riskier for employees since managers often perceive challenging messages
as threatening and thus react negatively.

Can we expect voice behaviour from employees faced with AS? Some
authors argue that employees who are subjected to AS are less likely to use
their voices (Burris et al. 2008; Farh and Chen 2014; Chamberlin et al.
2017) because a psychologically safe environment is a key condition for
employees to voice organizational concerns (Detert and Burris, 2007).
However, there is an opposite, counter-intuitive assumption that, instead of
withdrawal behaviours, employees faced with AS will increase their voice.
The arguments for this assumption are as follows. Firstly, employees using
a supportive voice may expect their managers to regard them as loyal and
thus become more accepting of them (Burris 2012) or, at least, less hostile.
Secondly, upward communication may be an active positive coping strategy
in response to a stressful environment, specifically aimed at managing the
psychological distress caused by AS (Carver et al. 1989), in order to prevent

ABUSIVE SUPERVISION IN ORGANIZATIONS

131



132

future AS. Thirdly, messages, even challenging ones, may be valuable for
an organization, hence voice behaviour can have positive image effects for
employees (Burris et al. 2013; Grant 2013). Fourthly, challenging voice
behaviour refers to ‘political actions’ as self-interested behaviour aimed at
achieving an actor’s objectives (Ferris et al. 2019) and thus may be
considered as a way to protect employee interests.

To sum up these arguments in terms of SET, voice behaviour may be
a coping strategy which restores the balance of power between managers
and subordinates. Voice behaviour may be a way of breaking the ‘spiral of
abuse’ by increasing employees’ instrumental value to their supervisors
(Wee et al. 2017). ‘Value enhancement’ may reduce employees’
dependency on supervisors and thus restore the balance of power. This is
especially important considering that supervisors’ power advantage over
subordinates is not stable and may change over time; power may shift
from one party to another in a workplace (Sturm and Antonakis 2015).
When the level of supervisor dependence on the subordinate is higher,
the supervisor is more likely to withdraw her/his abusive behaviour
towards the subordinate. Thus, we can consider the ‘negative’ power of
managers embodied in AS in terms of functional ambivalence (Ledeneva
2018). Contrary to the expectation of employees’ loyalty and obedience,
AS may give rise to a counter-intuitive and paradoxical reaction —
employee voice as a means to restore employee—employer power symmetry.

From what is known about voice behaviour as a means of restoring
the manager—employee power balance, it is reasonable to hypothesize:

H6: AS positively predicts employee voice behaviour.

Method

Sample and procedure

The sampling procedure was based on official data from the Russian
Federal State Statistics Service about the population of eight Russian
federal districts plus Moscow and the proportions of employees in
different industries. Based on these, 10 industries were selected with a
prevalence of privately owned industrial and service organizations. The
data collection, using standardized face-to-face interviews, occurred in
September—November 2018 and was administered by one of the leading
Russian polling firms specializing in opinion polls and marketing research.
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The obtained sample included 1,100 non-supervisory respondents
having completed higher education across 10 industries and nine
geographical regions. Respondents were engineers (47 per cent),
accountants and other specialists in finance and insurance (23 per cent),
non-supervisory managers and administrative staff (17 per cent) and IT
specialists (13 per cent). Fifty-five per cent of the participants were men.
The average age was 38.6 years old and the average tenure was 6.4 years.

Measures

Abusive supervision

Five ‘psychological’ indicators of AS were adopted from a shortened
version of Tepper’s (2000) AS measure (Mitchell and Ambrose 2007).
Respondents used a five-point response scale from 1 = ‘Never’ to 5 =
‘Very often’. These widely acknowledged measures have been extended
by additional items which refer to the above-mentioned ‘transactional’,
economic-based AS. To validate these measures I conducted a factor
analysis. The test returned a two-factor solution which fully corresponded
to my theoretical arguments (see Table 7.1). Both factors had satisfactory
loadings (above 0.7) with no significant cross-loadings, and the total
variance accounted for was 73 per cent.

Antecedents of AS: employee dependency

‘Zero-option’ employment was measured with a one-item variable.
Respondents marked the extent to which they agreed with the statement
relating to how they got their current job: ‘It was almost the only option
of employment for me.’

Perceived job insecurity was measured with one item on a five-point
Likert-type scale, asking employees: ‘What do you think is the likelihood
that you lose your current job?’ (‘1’ stood for ‘It is quite unlikely’ and ‘5’
stood for ‘It is highly possible’).

Perceived employability was measured with a three-item measure on
a five-point Likert-type scale, asking employees: ‘If you lose your current
job, how confident are you that you can find another job that would be
good enough for you in terms of (1) wage amount, (2) job content, (3)
working conditions?’

Performance-based payments were measured with three items on a
five-point Likert-type scale, asking employees: ‘How much do you think
your wage depends upon ...?’ The items include (1) ‘The amount of work
you have done’; (2) ‘The quality of your work’; and (3) ‘Specific outcomes
of your work, achieving concrete results’. The Cronbach’s a was 0.72.
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Table 7.1 Factor analysis results and percentages of respondents

faced with AS
Original variables | Two-factor solution: 73% of total % of
variance explained positive
1 9 answers

“Transactional’ AS | ‘Relational’ As | (‘4 Plus 5)

Violates my interests
while distributing .822 14
work assignments

Ignores my merits,
achievements and .798 12
work results

Violates my interests
while distributing .784 15
material rewards

Hinders my career
promotion and
professional .758 9
development in this
organization

Ignores my
proposals and 711 11
initiatives

Puts me down in

front of others* .855 8

Makes negative
comments about me .829 6
to others™

Tells me I'm

. " .822 7
incompetent®

Ridicules me* .740 6

Tells me my thoughts
or feelings are .720 6
stupid*

Cronbach’s a 913 .894

Source: Adapted from Mitchell and Ambrose (2007)
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A reward system, based on the supervisor’s subjective evaluations and
supervisor—-subordinate personal relations, was measured with one item on
a five-point Likert-type scale, asking respondents: ‘How much do you think
your wage depends upon your personal relations with your supervisor?’
where ‘1’ stood for ‘Not at all’ and ‘5’ stood for ‘Strongly depends’.

Consequences of AS: employee voice behaviour

Seven indicators of employee voice were divided into ‘supportive’ and
‘challenge-oriented’ types. Respondents were asked: ‘Over the last 12
months, have you done the following voluntarily, without being forced by
your supervisors?’ and used a five-point response scale from 1 = ‘Definitely
no’ to 5 = ‘Definitely yes’ (see Table 7.2).

Table 7.2 Reliability analysis results and percentage of respondents
engaged in voice behaviours

‘Over the last 12 months, have you done | Cronbach’s | % of

the following voluntarily, without being | a positive
forced by your supervisors?’ answers
(‘4 plus ‘5”)

Supportive Voice

Helping your supervisor, proposing
solutions for problems that were articulated 38
by the supervisor

Making proposals and taking the initiative

. . 44
in your personal work-related issues 0.857
Making proposals and taking the initiative 31
in work-related issues in your work unit
Making proposals and taking the initiative 28
in work-related issues at company level
Challenge-Oriented Voice
Drawing superiors’ attention to the wrongs
and problems in your work unit or in the 27
company
Speaki bout itical

peaking up al o_u your critical concerns 0.870 99
on work-related issues
Arguing with your superiors, upholding
your personal opinions on work-related 21

issues
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Control variables. I explored the viability of four control variables that
could provide alternative explanations for the hypothesized relationships
among the constructs. Subordinates’ and supervisors’ gender were
measured as binary variables (0 = female, 1 = male). Employee age and
tenure were measured in years.

Table 7.3 presents the means, standard deviations and Pearson
correlations of the variables in the study.

Analysis and results

Descriptive analysis

The results presented in Table 7.1 suggest, firstly, that AS has two faces
—‘transactional’ (economic-based, referring to the violation of employees’
material interests) and ‘relational’ (socio-emotional). Secondly, the
percentages of respondents indicating ‘4’ or ‘5’ on the scales were
interpreted as positive answers and point to the conclusion that Russian
professionals are being subjected to AS mainly in its ‘transactional’ form,
while AS as it is traditionally understood, as emotional violence, is
experienced by less than 10 per cent of respondents.

Table 7.2 presents an overview of the items used to measure the
categories of employee voice and shows that between 28 and 44 per cent
of respondents exhibit some forms of supportive voice behaviour, while
challenge-oriented voice behaviour is reported less often — by between 21
and 27 per cent of respondents. This is in line with the idea that
challenging voice behaviour is less safe and may entail considerable costs
for employees.

Table 7.3 shows some important preliminary findings. Firstly, the
two types of AS — work-related and socio-emotional — are significantly
correlated. We can suppose that if supervisors are engaged in abusive
relations with their subordinates, they typically perform both types of AS.
Secondly, the two types of voice behaviour — supportive and challenge-
oriented — are also highly correlated. Thirdly, interestingly, only one
control variable — employee tenure — demonstrates significant bivariate
correlations with transactional AS, while the others (subordinate age,
subordinate and supervisor gender) do not. Contrary to this, a number of
work-related variables significantly relate to AS. Fourthly, none of the
three measures of perceived employability shows a significant direct
relationship to AS. Thus, Hypothesis 3 — ‘Perceived employability negatively
predicts AS’ —was not supported.
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Regression analysis

To test the hypotheses, I performed two separate multiple regression
analyses — for transactional and relational AS as dependent variables
(Table 7.4). Only those variables which showed significant bivariate
correlations with at least one type of AS were included as predictors into
the regression models.

In line with H1, ‘zero-option’ employment is positively related to
both types of AS. Perceived job insecurity, although correlated with
transactional AS, lost its significance in the regression model, thus not
supporting H2. H4, which states that performance-based payment
negatively relates to AS, was strongly supported for both types of AS. H5,
which states that a reward system based on supervisors’ subjective
evaluations and supervisor-subordinate personal relations positively
relates to AS, was also supported for both types of AS.

To test the hypothesis on the relationship between AS and employee
voice behaviour, four multiple regressions were used (Table 7.5). Since
the two types of AS are strongly correlated to each other (r = 0.689, p <
.001), they were tested as predictors in separate models in order to avoid
the problem of multicollinearity. Only those variables which showed
significant bivariate correlations with at least one type of voice behaviour
were included as predictors in the regression models.

As indicated in Table 7.5, control variables of employees’ gender
and age lost their significance in regression models. However,
interestingly, there is a persistent significance of the supervisor’s gender
in all regression models, reflecting the fact that subordinates of male

Table 7.4 Regression analysis results for abusive supervision

Predictors Transactional AS | Relational AS
Tenure ,048 ,039
‘Zero-option’ employment ,120%** ,184%**
Job insecurity ,039 -,003
Performance-based payment -,322% %% -,259%**
Felatiomswith scperivor | 240 2180
Adjusted R? 0.175 0.149
F 48.14 39.71

Notes: ***p < 0.001.
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Table 7.5 Regression analysis results for employee voice behaviour

Predictors Supportive Voice Challenge-oriented
Voice

Modell |Model2 |Modell |Model2
Employee gender (1 ,048 ,050 ,023 ,024
= male)
Age ,044 ,052 ,040 ,047
Supervisor gender ,112%%* ,113%%* ,109%*** ,113%%*
(1 = male)
‘Transactional’ AS ,278%%* ,338%**
‘Relational’ AS ,246%** ,344%**
Adjusted R? .094 .077 127 131
F 29.81 24.29 41.34 42.82

Notes: ***p < 0.001.

supervisors are more inclined to speak up. The most important result of
the analysis is that, in line with H6, both types of AS positively predict
employee voice behaviour. This relationship is stronger for challenge-
oriented than for supportive voice behaviour.

Table 7.6 summarizes the key findings of this study.

Table 7.6 Results of testing the hypotheses

H1 | “Zero-option’ employment positively predicts AS | Supported
H2 | Perceived job insecurity positively predicts AS | Not supported
H3 | Perceived employability negatively predicts AS | Not supported
Performance-based payment negatively
S ted
H4 predicts AS upporte
Reward systems based on supervisors’
subjective evaluations and supervisor—
H5 . . .\ Supported
subordinate personal relations positively
predicts AS
H6 | AS positively predicts employee voice Supported
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Discussion

The current study examined the antecedents and the outcomes of abusive
supervision, which embodies the functional and motivational ambivalence
of power in organizations: (1) the ambivalence of ‘bright’ and ‘dark’ sides
of managerial power; (2) the ambivalence of administrative and economic
resources as sources of managerial power; and (3) the ambivalence of
employee reactions to managerial abuses of power.

My results support one of the key assumptions of SET, namely, that
control over valued resources creates unbalanced power relations, thus
constituting fertile soil for the perpetration of abusive behaviour. In
turn, employees subjected to AS try to restore the balance of power by
means of voice strategies, thus supporting Mintzberg’s (1985) metaphor
of organizations as ‘political arenas’. This study addresses several gaps
in the literature.

Firstly, the main contribution of the study to the previous literature is
that it reveals the leading role of managerial practices in predicting AS in
organizations, thus responding to the call to consider the direct
organizational antecedents of AS (Martinko et al. 2013). In so doing, I
contribute to integrating both sociological and organizational studies
perspectives in the analysis of AS. I go beyond individual-level explanations
and focus on the institutional conditions of labour, which are objectified in
day-to-day work practices. In contrast to the majority of previous studies, I
found that the individual characteristics of employees or their bosses do not
significantly relate to AS. I reveal that systems of rewards that lack universal
performance-based criteria provide fertile ground for AS. When the
conditions of payments are left to the informal personal judgements of
direct supervisors, work units become a ‘preserve’, or a ‘patrimony’, of their
heads, thus creating feudal-like relationships, with employees becoming
personally dependent upon their supervisors. The ability to control the
most valued resource — the size of the salary — promotes the abuse of
managers’ power. In general, I may conclude that AS is greater under the
conditions of anti-meritocratic systems of remuneration, when payments
are not performance-based but depend upon subordinates’ personal
relationships with their superiors. Thus, I employ the ideas of meritocracy
in organizations (Petersen et al. 2000; Castilla and Benard 2010), which
have not been used in studies on AS at this time.

Secondly, regression models revealed that one more indicator of
employee dependency — ‘zero-option’ employment — also predicts AS. This
is in line with the SET propositions (Emerson 1962; Gargiulo and Ertug
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2014) that actor A’s dependence on actor B is inversely proportional to A’s
ability to get resources that are critical to A outside of the A-B relationship.

These two findings reveal the motivational and functional
ambivalence of power in organizations. As Smelser (1998, 8) proposed,
‘dependent situations breed ambivalence’. When speaking about
employment relations, we can conclude that supervisors’ power
advantages provide both positive (performance-enhancing) and negative
outcomes, and the latter are embodied in the phenomenon of AS.

Thirdly, the findings lend empirical support to the idea that
employees subjected to AS do not always remain passive victims. Rather,
they try to restore the balance of power by engaging in proactive voice
behaviour. In so doing, they implement two possible strategies. The first
one (supportive voice behaviour) is a form of ‘active loyalty’. Faced with
AS, employees try to demonstrate their conformity to the ‘rules of the
game’ and gain a more positive image, thus expecting more favourable
attitudes from their supervisors. The second strategy (challenging voice
behaviour) demonstrates employees’ readiness to challenge the existing
routines. These two strategies, as the analysis revealed, are not opposite
but complementary. Both are aimed at employees’ value enhancement:
while still dependent on their supervisors, employees restore the balance
of social exchange by making the supervisors more dependent on their
skills, opinions and ideas. Moreover, an employee who engages in voice
behaviour will be more likely to attract others’ attention and, in turn, will
increase the likelihood of others viewing the person as competent and
group-oriented (Weiss and Morrison 2019). In such a way, voice
behaviour may become a strategy of status attainment (Ridgeway and
Berger 1986), or an efficient coping strategy in response to AS. Altogether,
both voice strategies may lead to breaking the ‘spiral of abuse’. That is,
employee reactions to AS provide an important though underexplored
case of functional ambivalence of power in formal hierarchical
organizations. Instead of expected employee victimization and
strengthening the personal power of managers, employee voice comes to
the fore as a means to create a more symmetrical situation in which the
damaging and ‘productive’ effects of AS coexist. In contrast to most
previous studies, I highlight a more balanced view of power relations in
organizations, stressing both possible passive and active employee coping
strategies in response to AS.
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Limitations and future research directions

As with every study, the current one has a number of limitations. Firstly,
the data collected in this study are cross-sectional. To fully address this
limitation, future research should consider utilizing various research
designs (for example, experimental or longitudinal), which could provide
further support for the predictive validity of the current study. Secondly,
the sample, although it includes 10 industries and nine geographical
regions, may not be totally representative of the Russian population. Only
non-supervisory respondents who completed higher education and were
employed in private-sector organizations were surveyed. Future research
should examine the antecedents of AS and employee response strategies
among other professional groups, for example, blue-collar workers or
public-sector employees.
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Beyond the state and digital
platforms: (In)formalization of
freelance contracting in Russia

Andrey Shevchuk and Denis Strebkov

Introduction

With the advent of information and communication technology, labour
markets in which individual providers, such as freelancers, are matched to
clients through digital platforms have become a distinctive feature of the
new economy. The social regulation of the emerging model referred to as
the ‘gig economy’ falls outside of bureaucratic hierarchies and standard
employment relationships, which makes it an important socio-economic
and academic issue. Specific configurations and ambivalence of power may
shape different models of the gig economy, calling for more research on
specific (country and industry) case studies (Codagnone et al. 2018; Thelen
2018). This chapter focuses on the development of the online labour
market in Russia. Taking into account the number of registered users on the
largest Russian-language freelance platforms, several million people have
gained experience of freelancing online (Shevchuk and Strebkov 2021).
However, since the very beginning, the Russian-language online labour
market has been largely part of the ‘shadow economy’, based on informal
agreements and tax avoidance. Some studies have also reported a high
degree of informality in freelance and platform work in other countries,
making this phenomenon an interesting topic worthy of investigation
(Rodgers et al. 2014; Aleksynska 2021).

From the start, digital platforms also purported to regulate the
online labour markets, creating technical infrastructures and
implementing the ‘rules of the game’. There is a major concern in the
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literature about the rise of platforms as powerful ‘private regulators’ that
have a huge impact on people’s lives (Codagnone et al. 2018). Divergent
views either celebrate platforms as entrepreneurial incubators or criticize
them for being ‘digital cages’ and accelerants of precarity (Vallas and
Schor 2020). It is also argued that digital platforms have the potential to
contribute to transforming informal work into formal employment while
facilitating tax compliance and collection thanks to improved traceability
(European Commission 2016). However, in Russia, as we will see, the
power of online labour platforms is less pervasive and many freelancers
have also succeeded in escaping this private regulation.

This chapter investigates the informal freelance economy in Russia
by focusing on one dimension of informality — namely, contracting
arrangements. First, drawing on a unique data set comprising four waves
of Russian Freelance Survey data gathered over a 10-year period (2009-
19), we shed light on how freelancers typically enter into agreements
with their clients. Particularly, we trace the dynamics of various indicators
to see how the situation has changed over time. Drawing this big picture
helps improve awareness of persistent informality in the Russian-
language online labour market and shows how trends towards
formalization are weak and fragile.

Second, we seek to understand which categories of freelancers
make agreements of a certain type and investigate the determinants of
various contracting arrangements. Who are those rare freelancers who
conclude formal legal contracts? Who are those who choose contracting
arrangements provided by digital platforms? And how do both groups
differ from freelancers who engage in informal transactions? Can using
platform arrangements be a first step to concluding written legal contracts
or do they present divergent types of formalization? These questions are
important because they can shed light on preferences and demand for
particular institutional arrangements as well as the barriers and
limitations to legalization in the online labour market.

Third, we explore the consequences of various contracting
arrangements as exemplified by their ability to curb the opportunistic
behaviour of clients. Is there any power in formal legal contracts and
platform arrangements compared with informal agreements? Do they
help prevent agreement violations and solve various problems with
clients? Answering these questions may contribute to a better
understanding of persistent informality in the online labour market.

We conclude by discussing the ambivalence of power in the digital
freelance economy in Russia.
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Contracting in the external labour market: the rise of
digital platforms

Understanding work within large bureaucratic organizations and internal
labour markets was an important arena for the sociology of work, labour
economics and personnel studies in the twentieth century (Doeringer and
Piore 1971; Althauser 1989; Osterman 2011). Standard employment
systems were characterized by full-time work for an employer organization
done on a fixed schedule, at employer-owned locations, under the
employer’s administrative control, with open-ended employment contracts
(Kalleberg et al. 2000). For several decades, commentators have been
tracing trends towards the gradual erosion of internal labour markets and
non-standard work arrangements, shifting various aspects of work outside
the organization (Cappelli 1999; Kalleberg et al. 2003; Ashford et al.
2007). Freelancers have a minimal attachment to firms and represent an
extreme form of externalized labour. Conceptually and legally, freelancers
do not have employment relationships but act as independent service
providers doing discrete work tasks (projects) for multiple clients
(Connelly and Gallagher 2006; Cappelli and Keller 2013).?

Although many workers are forced into external labour markets, for
others, loosening their attachment to organizations provides opportunities
to accommodate their desires, preferences and individualized lifestyles
(Pink 2001). Highly skilled professionals, in particular, may experience
increased work autonomy and greater financial gains by moving into open
markets (Barley and Kunda 2004; Osnowitz 2010). However, the
contingent relationships between workers and firms in the external
labour market beyond the safety net of labour law and collective
bargaining are problematic for workers. Theoretically, legal contracts
should be used to govern the relationship in external labour markets.
Carefully planning the transaction and setting out provisions for future
contingencies and potential legal sanctions constitute important elements
of formal contracting (Macaulay 1963).> However, as we know from
various settings, independent contracting in the external labour markets
is largely informal and prone to violations of workers’ rights (Valenzuela
et al. 2006; Bernhardt et al. 2013). Rodgers et al. (2014) reported that
only one-third of independent workers in the United States always
negotiated formal contracts, and another third did not use contracts at
all.® Consequently, many independent workers experienced difficulty
getting paid (44 per cent), late payment (38 per cent), payment for less
than the agreed-upon amount (13 per cent) or were never paid (17 per
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cent). Moreover, this study also suggested that there was no robust
association between the use of formal contracts and difficulty of getting
paid (Rodgers et al. 2014). The average US freelancer is cheated out of
approximately $5,968 each year, and freelancers in New York State alone
are owed between $2.3 billion and $3.7 billion in unpaid wages annually
(Baranowski 2018, 441). Osnowitz (2010, 169, 177) also argued that
contracts provide no guarantee against opportunism, as freelancers lack
collective representation and ready access to legal redress, and they avoid
individual litigation, which is expensive and time-consuming. Only 5 per
cent of freelancers pursue claims in court to recover payments owed
(Baranowski 2018, 441).

The most recent trend is towards the gig economy, short-term
on-demand work mediated by digital platforms (Kalleberg and Dunn 2016;
Brancati et al. 2019; Huws et al. 2019; Piasna and Drahokoupil 2019). The
pioneers of the digitalization of external labour markets were dedicated
websites for remote work, which came into existence at around the turn of
the millennium. In the literature, these websites are variously referred to as
‘freelance online marketplaces’ (Aguinis and Lawal 2013), ‘crowdwork
platforms’ (De Stefano 2015) or ‘online labour platforms’ (Késsi and
Lehdonvirta 2018).#In contrast to localized gig work (taxi driving, delivery,
handiwork, cleaning, etc.), online labour markets comprise work that can
be delivered electronically. Huge online labour markets have emerged that
operate across spatial and political borders (Kuek et al. 2015). Businesses
of various sizes and individual consumers use online labour platforms to
gain access to the skills and services they need.

Digital platforms are not mere sites for meeting demand and supply
but appear to be genuine market-makers creating a sophisticated technical
and regulatory framework for freelance contracting on the internet
(Codagnone et al. 2018). To guarantee the fulfilment of contractual
obligations, many websites offer ‘safe pay’ (escrow) options and dispute
assistance through arbitration. Escrow is a contractual arrangement
common in e-commerce where a third party holds money in a dedicated
account until both parties verify the transaction has been completed per
the terms set. In the event of disagreement, both parties have the
opportunity to turn to a third party for independent arbitration. Overall,
digital platforms purport to organize the gig economy and, in many
aspects, try to substitute the state in regulating huge labour markets. In
search of more autonomy and control, freelancers stay away from
bureaucratic hierarchies; however, they confront another employment
structure as represented by digital platforms unilaterally imposing the
‘rules of the game’.
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However, there is evidence that many transactions occur outside
platforms, undermining their power. Users (both freelancers and clients)
have financial incentives to bypass platforms and contract directly to avoid
websites’ commissions. Freelancers and clients may use the websites as a
resource for gathering data and finding ‘leads’ instead of as an actual place to
conduct business (Snir and Hitt 2003; Radkevitch et al. 2006; Caraway
2010). Several online surveys also revealed that, to get work, freelancers
tend to rely more on regular clients and referrals than on strangers from
websites (Hackwith 2011; Shevchuk and Strebkov 2018). Finally,
involvement in the online labour markets is a matter of degree. Most literature
tends to isolate platform work as a distinct phenomenon; however, in real life
the boundaries between online and offline freelancing are permeable.

Other factors complicate the state’s capabilities to regulate online
labour markets, revealing ambivalence of power and contributing to the
overall informality of freelance contracting. The very nature of freelance
work implies the small-scale production of individual micro-providers.
For example, a typical project for website content writers is a small piece
of text (about 1,000-2,000 characters) for a price of about $1-2. More
complex projects require a considerable degree of flexibility for freelancers
and clients to cooperate in knowledge-based and creative co-production
(in the fields of ITCs, design or consulting). The fast-paced nature of
platform work requires prompt responses in the matching process that
may occur a few minutes after the job is posted. Regulatory deficiency is
evident as in most cases labour law is not applicable, dedicated regulations
governing platform work may be absent or incomplete, and litigation is
costly. Long-distance virtual transactions prevent conventional written
contracts between distant parties from being concluded, and transnational
transactions complicate legal requirements further.

Freelance and platform work in Russia

In the Soviet Union, standard employment in its extreme form was
supported by government guarantees of full employment, an imposed
obligation to work and a legislative ban on any form of entrepreneurial
activity and own-account work beyond state-owned enterprises. As a
result, there remained only tiny niches for individual work outside formal
organizations in the form of moonlighting (i.e., having a second job),
which was entirely informal. Due to economic reforms in the late Soviet
Union and after its collapse, independent work emerged as a new
phenomenon and a valid option in the Russian labour market. However,
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many self-employed individuals and entrepreneurs operate in the shadow
economy (Chepurenko 2014). They do not obtain a proper legal status,
do not declare their economic activity, do not conclude legal contracts
and avoid taxes. Persistent informality is also a distinctive feature of the
Russian labour market in general (Gimpelson and Kapeliushnikov 2015).

In 2005, the leading Russian-language platform FL.ru (originally
Free-lance.ru) was founded, making a key contribution to the
development of the online labour market in Russia. FL.ru is a typical
general-purpose freelance platform largely for high- and medium-skilled
projects in categories such as programming, websites, texts, translating,
multimedia, engineering, marketing, legal, consulting and so on. Fl.ru
reports having over 1.6 million registered users not only from Russia but
also from the other post-Soviet states and other countries (however, not
all of them are active). Although there are several dozen Russian-
language, online labour platforms (including some big players), FL.ru
maintains its long-term dominant position in the online labour market
(Shevchuk and Strebkov 2021). As a pioneering platform and genuine
market-maker, FL.ru introduced key elements of the regulatory
framework which were typical for online labour markets, including the
‘safe pay’ (escrow) service that was introduced to ensure trust and
contract fulfilment. In 2012, to boost revenues from commissions, FL.ru
tried to force all users to transact through ‘safe pay’ but eventually gave
up. Protests and significant outflow of users forced FL.ru to leave this
service optional. In contrast to many global platforms that rely on
algorithmic management to ensure that users conduct their transactions
on their site (Bucher et al. 2021), Russian-language platforms do not
typically oblige users to do so. Freelance platforms in Russia generate
revenues not only from commissions on transactions conducted on their
websites but also mainly from payments for advanced accounts and
additional services. An interesting situation has emerged, revealing the
ambivalence of platform power in the Russian-language online labour
market. Digital platforms have created a market infrastructure but are
unable to fully reap the benefits. Freelancers and clients actively use
websites to advertise themselves and gather information but only a small
share of their transactions are carried out on the platforms. This may be
explained by alag in technical capabilities (and algorithmic management),
legal deficiencies, competition between platforms, partial involvement of
freelancers in platform work and the general widespread informality in
the Russian economy, including the labour market.

For many years the new phenomenon of freelance platform work
has been virtually ignored by the state, generating a regulative lacuna
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with neither legislative guidelines nor pragmatic administrative solutions.
Labour legislation in Russia is inconsistent and incomplete on many
issues, the social protection of self-employed workers in Russia is not
feasible and courts follow very formal approaches in labour disputes. The
Russian government has made several unsuccessful attempts to tackle the
informal economy by introducing privileged tax regimes for self-employed
persons (Chesalina 2020).> We conclude that the Russian state focuses
mainly on tax issues and pays very little attention to other aspects of self-
employment and platform work.

Data collection and sample

It has always been more difficult to research non-standard and informal
workers quantitatively compared with regular employees, posing serious
methodological challenges (Valenzuela et al. 2006; Ashford et al. 2007,
Bergman and Jean 2016). We cannot rely on the standard sociological
methods based on probability sampling because freelancers belong to
hard-to-survey populations (Tourangeau 2014). We apply venue-based
sampling, which is typically used to research geographically scattered
populations who use certain spaces for regular meetings and
congregations (Lee et al. 2014). We use data from the long-term research
project ‘Russian Freelance Survey’ that was conducted on a leading
Russian-language platform for online work, FL.ru, regarded as a venue of
the target audience (Shevchuk and Strebkov 2021). The sampling
assumed that regardless of whether freelancers were registered on other
similar platforms, they tended to use the largest and the most developed
infrastructure for freelancers on the Russian-language internet
represented by FL.ru. To recruit participants, FL.ru administrators sent
subscribers emails with invitations to answer the questionnaires and also
advertised the surveys on social media. We neither suggested nor
provided any incentives for participants. To date, four waves of this survey
have been conducted: in 2009, 2011, 2014 and 2019 (see Table 8.1). All
waves featured a common methodology for collecting and analysing data,
with many questions unchanged between the waves. This provides an
opportunity to analyse the dynamics of key indicators over a 10-year
period. The questionnaires, which included between 40 and 54 items,
covered a wide range of topics, including contracting arrangements and
agreement violations. The survey was not restricted to Russian-based
workers and attracted Russian-speaking participants from other
countries, mainly in the post-Soviet space.
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Table 8.1 Overview of the data collection approach and sample size, by
survey wave

2009 2011 2014 2019
Dates of data 12 Dec. 25 Feb. 15 Dec. 03 Dec.
. 2008-03 | 2011-29 | 2013-06 | 2018-02
collection
Feb. 2009 | Mar. 2011 | Feb. 2014 | Feb. 2019
Active 8,613 7,179 10,574 2,055
freelancers
Number of 49 54 40 46
questions
Completing time
(median), 13.9 12.8 11.1 11.7
minutes

Most of the analysis in this chapter is based on the latest wave of the
survey deployed from December 2018 to January 2019. The sample
includes 2,055 ‘active freelancers’ who performed their work through
online platforms and who completed at least two work projects in 2018.
These data are complemented with the data of the previous waves to
highlight the dynamics in selected indicators. For regressions, 401
persons were excluded from the analysis due to missing data in at least
one of the questions used. Finally, our analytic sample of current active
freelancers contained 1,654 respondents.

Divergent paths of (in)formalization

First, we aim to reveal what formal and informal arrangements freelancers
rely on while contracting with their clients. To measure the formalization
of the agreements, we asked the question ‘In what form do you usually
make an agreement with your clients?’ followed by three alternative
items: (1) we draw up an official written contract, (2) we use online
platform procedures for arrangements (‘safe pay’ options) or (3) we have
only an informal (written or verbal) agreement. Remarkably, a high level
of informality was observed throughout the entire study period. For the
first five years, from 2009 to 2014, the share of freelancers who regularly
relied on written contracts with their clients was unchanged at 12 per
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cent (Figure 8.1). And it only rose slightly to 15 per cent by 2019. Since
2014 we have included ‘platform procedures’ as an option in our survey.
For five years, the share of freelancers taking this new opportunity to
conclude a formal agreement with their clients has grown by 3 percentage
points, from 15 to 18 per cent. Respectively, the share of informal
agreements gradually declined over 10 years, from 86 per cent in 2009 to
64 per cent in 2019. Still, almost two in three freelancers rely mainly on
informal agreements with their clients.

We conclude that in the online labour market persistent informality
was observed throughout the decade. Only a small proportion of freelancers
routinely rely on formal arrangements as represented by legal written
contracts and platform procedures. Thus, only a slight trend towards
formalization exists. It is this that drives our interest in understanding who
those people are who are choosing formal contracting arrangements, and
how they differ from those relying on informal agreements.

The most intriguing question is why and how freelancers adopt
formal arrangements. It is plausible to assume that people may adopt
formal arrangements gradually over time. Freelancers may first become
acquainted with platform arrangements as they are readily available, easy
to use and involve low transaction costs. And after freelancers gain such
an experience, they may move to the next level of formalization and
conclude written legal contracts. Thus, we posit a gradual formalization
hypothesis (H1): groups of freelancers using formal contracting

100%
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80%

70% ®Informal agreement

@ Online platforms
procedures

60%
50% OAn official written contract
40% Other
30%
20%

10%

0%
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Figure 8.1 Contracting arrangements between freelancers and their
clients (percentages), 2009-19.
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arrangements, as represented by platform procedures and written
contracts, are similar to each other in terms of their personal and
professional characteristics, while differing substantially from freelancers
relying on informal agreements.

To test this hypothesis, we estimated the association of different
social-demographic, job and client characteristics to three types of
contracting agreements via a multinomial logistic regression.

All models included a standard set of socio-demographic and job
characteristics: sex, age, education level, country of residence, tenure of
online platform work, number of projects completed in the last year,
weekly hours of work, monthly post-tax income in roubles and the share
of freelance work in the total earnings of the individual. In addition, we
controlled for specialization in online work (the types of tasks that
freelancers do online), which were grouped into six large thematic
categories: websites and computer programming; graphic design and
creative arts; photography, audio and video; writing, editing and
translating; business services (advertising, marketing, consulting, etc.);
and engineering.

Regressions also included control variables for the types of clients that
online workers deal with. Based on a multiple-choice question, three
dummies were used to distinguish individuals, small businesses and medium
or large businesses as the types of clients. For Russian freelancers, we
controlled whether they work only with local clients or also acquire projects
from clients abroad. The mode of communication between freelancers and
clients was assessed with the question ‘Do you meet with your clients (face
to face) while working on a project (e.g., to sign the agreement, discuss
some questions, hand over deliverables)?’ Responses were made on a five-
point Likert scale. To ease the interpretation, we created two dummies: face-
to-face contacts and mixed contacts. The category virtual contacts (I never
meet with my clients) was the benchmark group.

The job-finding method is a good indicator of the workers’
embeddedness in social networks (Granovetter 1995), especially for
freelance contracting. We asked the following multiple-choice question:
‘How do you usually get projects?’ and divided all freelancers into three
groups: (1) respondents who exclusively use social ties (such as regular
clients, referrals from former clients and referrals from friends and
acquaintances), (2) people who tend to rely exclusively on online
platforms and (3) freelancers who combine social-channel and platform
opportunities for getting job projects.

Descriptive statistics for selected independent and control variables
with the specification of reference groups are reported in Table 8.2.
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Table 8.2 Means or percentages of variables

N Mean or SD

percentage

Types of agreement formalization (%)

Official contract 241 14.6

Platform procedures 309 18.7

Informal agreement 1,104 66.7
Gender (%)

Male 962 58.2

Female (ref) 692 41.8
Age (years) 1,654 33.39 10.06
Education status (%)

University education 1,112 67.2

Absence of university education (ref) 542 32.8

Freelance tenure (years) 1,654 4.89 4.90

Primary area for freelance work
(multiple choice, %)

Websites/Computer programming 484 29.4
Graphic design/Creative arts 599 36.4
Engineering 140 8.5
Photography/Audio/Video 219 13.3
Writing/Editing/Translating 473 28.8
Advertising/Marketing/Consulting 326 19.8
Working hours per week 1,654 50.37 25.14
Number of projects per year in 2018 1,654 2.94 1.07
(natural logarithm)

Monthly post-tax income in roubles (%)

90,001 or more 263 15.9
48,001 to 90,000 438 26.5
24,001 to 48,000 515 31.1
12,001 to 24,000 278 16.8
Less than 12,000 (ref) 160 9.7

156 AMBIVALENCE OF POWER IN THE TWENTY-FIRST-CENTURY ECONOMY




N Mean or SD
percentage

Share of freelance work in total
earnings (%)

Less than a third 434 26.2

About half 217 13.1

Two-thirds or more 275 16.6

One hundred per cent (ref) 728 44.0
Geography (%)

Russians with clients only from 744 45.0

Russia

Russians with clients from abroad 436 26.4

Non-Russians (ref) 474 28.7
Types of clients (multiple choice, %)

Individuals 1,268 76.7

Small business 1,286 77.8

Medium and large business 707 42.7
Communication (%)

Face-to-face contacts 233 14.1

Mixed contacts 237 14.3

Virtual contacts (ref) 1,184 71.6
Job-finding method (%)

Social ties only 464 28.1

Both social ties and platforms 908 54.9

Platforms only (ref) 282 17.0
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First, we compared those who usually sign an official contract with
freelancers using platform arrangements and informal agreements
(Model 1 and Model 2 in Table 8.3). Then, we compared platform
arrangements with informal agreements (Model 3 in Table 8.3). The 0.10
level of significance was selected to discuss significant relationships
highlighted by significant models. All analyses were conducted using IBM

SPSS software version 21.0.

Table 8.3 Multinomial regression results for the types of agreement

formalization

Model 1 Model 2 Model 3
Official Official Platform
contract contract procedures

in comparison with (reference category)

Platform Informal Informal
procedures agreement agreement
B S.E. B S.E. B S.E.
Male (female —ref) -.43 23" | =56 .19 -13 .16
Age -.008| .011|-001| .009 | .008| .007
University education
(absence of univ. education 41 23" .36 .19 | -.06 .15
—ref)
Freelance tenure .07 .02™| .01 .02 | -.06 .02
Primary area for freelance
work (multiple choice)
Websites/Computer -.05 25 35 207 .39 18"
programming
Graphic design/Creative .59 24" .27 19 | =32 17
arts
Engineering .64 .39 .56 .29* | -.08 31
Photography/Audio/ -.20 .30 .14 25 .34 .20
Video
Writing/Editing/ 40 | 26 |-24 | 22 | 16 | .18
Translating
Advertising/Marketing/ 51 25" | 48 .20%* -.03 .19
Consulting
Working hours per week .000 | .004| .002| .004 | .002| .003
Number of projects per year | —12 11 | -01 .09 a1 .07
in 2018 (natural logarithm)
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Model 1 Model 2 Model 3

Monthly post-tax income

in roubles

(less than 12,000 —ref)
90,001 or more 1.75 .54 1.90 48 .15 .30
48,001 to 90,000 .85 .52 .65 47 | =20 .26
24,001 to 48,000 .68 51 .60 47 | -.08 24
12,001 to 24,000 1.25 .53** 83 A49% | —42 .26

Share of freelance work in

total earnings

(only freelance work — ref)
Less than a third -.89 277 -.54 23" .35 .18*
About half -57 32" | —42 .26 .16 22
Two-thirds or more -.09 29 | =29 22 | =20 21

Geography (non-Russians

—ref)
Russians with clients 1.31 28" .71 24| -61 .18™
only from Russia
Russians with clients .83 .28 .95 25" 12 .17
from abroad

Types of clients (multiple

choice)
Individuals -.60 24" | =70 187 -11 .18
Small business .14 26 | —.04 22 | -.18 .17
Medium and large 71 22 .82 18 12 .16
business

Communication (virtual

contacts — ref)
Face-to-face contacts 2.03 .36 1.41 22 .62 32"
Mixed contacts 1.37 .28 1.10 217 =27 .23

Job-finding method

(platforms only - ref)
Social ties only 2.45 41772 36" |-1.73 24"
Both social ties and 1.48 .38 .67 36" | -.82 .18
platforms

(Constant) -3.92 .82 -4.34 737 —.42 46

Notes: * p < .10, ** p < .05, *** p < .01. N = 1,654; Nagelkerke R Square = .317;

L.R. X2 (df) = 500 (56)***.
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Our analysis reveals that those freelancers who sign an official contract
and those who use the platform’s procedures are fundamentally different
in many ways, while those who conclude informal agreements are
approximately in-between the two other groups. Thus, our hypothesis of
gradual formalization (H1) has not been supported. It appears that we
are dealing with divergent ways of formalization, which do not form a
continuum.

Freelancers who sign formal written contracts are more educated,
qualified, experienced and professional than others. Usually, they work
with a smaller number of projects, but at the same time, their clients are
more likely to be medium and large businesses and less likely to be
individuals (this group of freelancers tend to carry out larger and longer-
term projects). They more rarely use platforms to search for new clients
and more often rely on their social networks. This group of freelancers is
more likely to live in Russia and meet with clients face to face. They are
more likely to specialize in the areas of design, engineering and business
services. They also have the highest income level among all freelancers
and income from freelance projects makes up the highest share of their
total earnings. Women are more likely to sign a formal written contract
than men.

The people using dedicated platform arrangements, on the contrary,
are more likely to have the lowest freelance tenure, and the lowest level
of professional skills. They actively use online platforms to search for
clients. More often than others, they do not live in Russia and work with
clients from other countries and regions. They are less likely to meet with
clients face to face. The share of freelance earnings in their total personal
income is the lowest for this group of freelancers. Thus, one can conclude
that these people are more likely than others to combine freelancing with
aregular job as an employee, that is, moonlighting.

Those who usually rely on informal agreements (either written or
verbal) lie between the two previous groups in terms of freelance tenure,
professional skills, location, face-to-face meetings with clients, the
intensity of using platforms to find new clients and the share of freelance
earnings in their total personal income. The only exception is that they
are more likely than others to work with individuals and less likely to
work with both small and large companies.
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The outcomes of (in)formalization: problems and
conflicts with clients

Managing an array of short-lived transactions with multiple clients,
freelancers routinely encounter various kinds of problems and conflicts
when initial agreements are broken or contested.®

Agreement violations were measured with the following multiple-
choice question: ‘In 2018, did you face one or more situations in which a
client broke an initial agreement? If yes, in what way?’ The possible
answers for the respondents to choose from were the following: (1)
Changes in initial requirements, specifications and delivery time, (2)
Payment delay, (3) Partially unpaid fee, (4) Fully unpaid fee, (5) Other
situation, (6) I did not face any of the situations listed above, but I've
heard about such cases, and finally (7) I did not face any of the situations
listed above and haven’t heard about such cases. It should be noted that
these self-reported measures are based on subjective understandings of
agreements and their violations. However, they may be appropriate given
the psychological nature of contracting (Rousseau, 1995).

In 2019, around 70 per cent of Russian-language freelancers
reported client-side agreement violations within the last year (Figure 8.2).
This proportion remains virtually unchanged over the entire 10-year
period under review (71 per cent in 2009, and 72 per cent in 2011).” The
violations included payment delay (44 per cent), changes in initial

40 50

Payment delay

44

Changes in initial requirements,
specifications and delivery time

40

Partially unpaid fee

Completely unpaid fee

Other

Not experienced, but heard about 25
such cases

Not experienced and have not heard 5
about such cases

Figure 8.2 Client violations reported in 2019 (percentages).
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requirements, specifications and delivery time (40 per cent), and partially
unpaid fees (24 per cent) or completely unpaid fees (18 per cent).

It is important to know the final consequences of agreement
violations. Success in resolving problems was measured with the following
multiple-choice question: ‘When the initial agreements were broken by
the client, did you manage to solve the problem? If yes, how did you
manage to do this?’ The possible answers for the respondents to choose
from were as follows: (1) Through negotiations with the client, (2) The
administration of an online marketplace helped to resolve the dispute, (3)
Through legal means, (4) Through threats or physical means, (5) Some
other way and (6) No, the problems were never solved. Respondents who
had not been in conflict situations during the previous year skipped this
question. We constructed a new dummy variable coded 1 for respondents
who managed to solve their problems in any way, and 0 otherwise (‘No,
the problems were never solved’).

In 2019, 71 per cent of freelancers who suffered from agreement
violations were able to resolve these problems successfully (Figure 8.3),
showing a marked increase compared with 2009 when only 60 per cent
of respondents succeeded in doing so. The vast majority of freelancers
handled conflicts through negotiations with clients (57 per cent in 2009
and 64 per cent in 2019). In 2009 only 2 per cent of the freelancers
indicated a platform’s authority had assisted them in defending their
rights, but in 2019 this share increased to 11 per cent. Legally enforcing
contracts within the Russian-language freelance market is barely feasible.
Only 1 per cent of freelancers were successful in legal action against client
violators throughout all four waves of the research. Every year a small
group of freelancers (4-5 per cent) applies threats and physical action to
enforce their rights. However, 29 per cent reported in 2019 that the
problem was never solved.

Do different contract arrangements lead to divergent outcomes in
terms of agreement violation and conflict resolution? To test the effects of
three contracting arrangements on agreement violations we used a
binomial logistic regression. The social-demographic, job and client
characteristics in the regressions were the same as in Models 1-3. The
only additions were two dummies representing different approaches to
the formalization of agreements discussed above. First, we considered the
probability of experiencing an agreement violation, measured by the
freelancer having experienced at least one problem in the last year
(Model 4 in Table 8.4). Then, we analysed how different factors could
help freelancers succeed in resolving these problems (Model 5 in
Table 8.4). Table 8.4 presents the coefficients in logistic regressions and
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Figure 8.3 Solving problem with clients in 2009 and 2019 (percentages
from those who had problems in the previous year).

robust standard errors with the coefficients’ statistical significance. The
table shows how adding independent variables related to the
formalization of agreements, social embeddedness of exchange and mode
of communication between freelancers and their clients contributes to
predicting the probability of agreement violations and the subsequent
resolution of the problems.

The form of the agreement with clients does not make much
difference in the likelihood of experiencing violations. Regardless of
whether freelancers signed a legal contract or used platform procedures,
they have an approximately equal probability of suffering from agreement
violations. The crosstab analysis shows us the same result: between 69
and 71 per cent of freelancers in each group faced at least one problem
with clients in 2019. Thus, formal procedures fail to safeguard freelancers
against agreement violations. But, at the same time, using platform
procedures helps freelancers to resolve problems if they occur. Indeed, 78
per cent of workers with a legal contract and 75 per cent of freelancers
using platform procedures were successful compared with only 68 per
cent of those who rely on informal agreements.

Our analysis also revealed that online platforms are the main
sources of problems for freelancers. Although online labour platforms
provide freelancers with access to a greater variety of distant clients, they
are the riskiest in terms of agreement violations. In contrast, freelancers
who work with regular clients or rely only on referrals are less likely to
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Table 8.4 Logistic regression coefficients for opportunism and
problem-solving

Model 4 Model 5
Some problem Problems not
situations with solved
clients
B S.E. B S.E.
Male (female — ref) -.15 .13 -.30 16"
Age -.022 .006™ .006 .008
University education .10 .13 11 .15
(absence of univ. education
—ref)
Freelance tenure .02 .01 -.02 .02
Primary area for freelance work
(multiple choice)
Websites/Computer .06 .15 11 .17
programming
Graphic design/Creative arts .13 .14 -.03 17
Engineering .02 22 .26 .28
Photography/Audio/Video .18 .18 -.53 23"
Writing/Editing/Translating -.50 157 -15 .18
Advertising/Marketing/ .10 .15 =12 .19
Consulting
Working hours per week .002 .002 .003 .003
Number of projects per last year 32 06" | -16 .07
(natural logarithm)
Monthly post-tax income
in roubles
(less than 12,000 — ref)
90,001 or more -.25 26 | -1.03 317
48,001 to 90,000 -.05 .23 -.81 26"
24,001 to 48,000 .01 22 -.78 25"
12,001 to 24,000 22 .23 —-.66 .26
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Model 4 Model 5
Share of freelance work in total
earnings
(only freelance work — ref)
Less than a third -.42 157 -19 .19
About half -35 18" -.24 .23
Two-thirds or more .26 .18 -.04 .19
Geography (non-Russians — ref)
Russians with clients only -17 .15 .02 .18
from Russia
Russians with clients from -.06 .16 .07 .18
abroad
Types of clients (multiple
choice)
Individuals .00 .14 -.10 17
Small business 45 147 -.08 .18
Medium and large business .18 13 -.07 15
Communication (virtual
contacts — ref)
Face-to-face contacts .36 .18™ -.58 .24
Mixed contacts 44 .18" -.17 .20
Job-finding method (platforms
only — ref)
Social ties only -.70 197 | -26 .23
Both social ties and platforms -.07 .18 -17 .20
Type of agreement with clients
(informal —ref)
Official contract =21 .18 -21 .23
Platform procedures -.06 .16 -39 197
(Constant) .57 .39 .76 49
N 1,654 1,159
Nagelkerke R Square .148 .081

Notes: *p < .10, ** p < .05, *** p < .01.
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face different forms of violations. It is well known from the extant
literature that social networks help to mitigate opportunism (Shevchuk
and Strebkov 2018). However, in this study, we have not found any
evidence that social ties between freelancers and clients contribute to
resolving problems.

We built analogous regression models for all four waves of the
Russian Freelance Survey and obtained very similar and stable results
(with only slight differences). In particular, formal procedures (official
contract or platform arrangement) were never able to diminish the
probability of agreement violations. But they were significantly helpful in
resolving problems with clients. Social ties in previous years had a mixed
and heterogeneous effect on the probability of agreement violations, but
their effect on the resolution process was always positive and significant
(Shevchuk and Strebkov 2018).

Conclusion

Contrary to the popular belief that informality is primarily associated
with traditional sectors and simple technologies, our research shows
how informality thrives in the digital freelance economy (Kovdcs et al.
2017). Freelance contracting is informal in many ways and according to
various definitions. It is a small-scale, mostly individual activity beyond
formal organizational structures. It is also informal because it exists in
the shadow of state regulation and control; state authorities know little
about this sector and cannot effectively tax it. Finally, freelancers rarely
rely on institutionalized or formal contracting arrangements and prefer
informal agreements.

Our study, which covered a whole decade (2009-19), revealed that
the situation in this respect has been changing very slowly. There is little
demand for formal contracting arrangements. The safeguarding functions
of formal contracting arrangements such as legal contracts and platform
procedures are minimal. The data suggest that freelancers choose to use
formal arrangements for other reasons, along two divergent paths. More
skilled, experienced and accomplished freelancers tend to carry out big
and long-term projects for medium and large firms. The more complicated
nature of these projects and the bureaucratic structure of these firms may
lead to preferences for formal legal contracts. It is noteworthy that
freelancers who conclude legal contracts are simultaneously more likely
to rely on their social networks to get projects. This means that this group
of freelancers possesses greater overall resources as exemplified by both
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human and social capital. At the same time, novice, low-skilled,
inexperienced and part-time freelancers tend to contract for small
projects with distant clients (including those from abroad) through
platform arrangements. This may suggest that platforms are important
for newcomers lacking human and social capital and involved in long-
distance (including transnational) transactions. However, the majority of
freelancers between high and low ends have no intention to engage in
formal contracting. These results contribute to a better understanding of
the heterogeneity of platform work and ambivalence of power relations
in the digital economy.

The ambivalence of power manifests itself in a failure of
manageability and is best grasped through the paradoxes it produces
(Ledeneva 2018; Kotelnikova and Radaev in this volume). Although the
state is supposed to regulate labour markets, the very nature of online
freelancing makes digital platforms more powerful private regulators as
they control infrastructure. Freelancers leave bureaucratic hierarchies to
gain more autonomy and discretion but confront digital platforms trying
unilaterally to impose the ‘rules of the game’. Platforms invest in online
infrastructure but cannot effectively gain revenues, as freelancers move a
significant share of transactions outside these platforms. Freelancers
expect contract enforcement and social security but tend to avoid formal
contracting and paying taxes, undermining the state regulation.
Ultimately, this turns into a vicious circle.

Overall, the study suggests that in Russia neither the state nor
digital platforms had enough power to regulate the emerging online
labour market and reap all the benefits (in the form of taxes and
commissions). Rather, the online labour market developed in line with
general patterns of informality in the Russian economy (Morris 2019).
The study not only illuminates the failure of the state to regulate the new
employment model but also challenges the popular view of platforms as
digital cages that exhibit formidable and unrestricted power over workers.

In practical terms, the results of our analysis shed light on the serious
challenges facing state initiatives for the legalization of the self-
employment and digital freelance economy in Russia. Although it is
already an ongoing practice for some other states to have agreements with
platforms for the collection of taxes (European Commission 2016), the
imperfect power of freelance platforms in Russia also makes this scenario
problematic. As for digital platforms, they may continue to lose potential
revenue, which deters further investment in this sector. Although informal
employment provides some opportunities for workers, in the long run it
may curb the further development of the online labour market. If
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individuals do not see genuine and tangible benefits of having a legal
status and platform arrangements, they will continue to eschew any
formal contracting. Many challenges regarding working conditions,
workers’ rights, collective representation and social protection should also
be addressed to create positive incentives for workers (Chesalina 2020).

The recognition of ambivalence of power implies the focus on social
processes and a variety of paths of development and outcomes (Hajda
1968). Further research should pay more attention to specific (country
and industry) case studies and various configurations of power in the gig
economy (Thelen 2018).
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Notes

1 That is why we avoid the term ‘employer’ in favour of ‘client’ or ‘customer’.

2 The literature on the safeguarding function of contracts is vast (see Schepker et al. 2014 for a
review).

3 Another study provided similar estimates that only 28 per cent of freelancers operate under
written contracts in the United States (Baranowski 2018, 440).

4 In economic literature they are also referred to as ‘online labour markets’. In this chapter, we
reserve this term to describe the labour markets as such (not particular websites).

5 1In 2019 (after the last wave of our survey), the piloting of a brand new tax regime for the self-
employed started in several Russian regions, and in late 2020 it covered the entire country.

6 These situations can be conceptualized as opportunism on the part of clients, defined as any
behaviour inconsistent with prior agreements (Williamson 1993; Shevchuk and Strebkov
2018).

7 In 2014, the wording of the question was significantly changed, so the results are not
comparable with other waves.
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Power struggles and quality
construction in the market for
municipal rental housing in Sweden

Elena Bogdanova

Introduction

Despite its name, since the 1990s the public rental sector in Sweden has
undergone growing marketization, and according to researchers in the
fields of economics and politics it is highly neoliberalized today (Hedin et
al. 2012; Lind 2015). At the same time, it is still highly regulated
compared with other countries, as it is comprised of two coexisting policy
regimes that aggravate each other but without negating each other
(Christophers 2013, 888). This hybridization gives rise to the ambivalent
structural positions of core market actors: municipal housing companies
are still responsible for creating and supporting housing as a public good
but are obliged to act as profit-driven firms.

Empirically, I analyse how increasing the ‘standard’ and presenting
it as higher-quality housing gives housing companies the justification to
significantly raise rents, and my focus is thus on how tenants are trying to
oppose the luxury’ renovation of their rental apartments. I analyse the
case study of the process of public participation in a housing renovation
project in Gothenburg, Sweden. Housing policy in Sweden is an example
of how partial marketization and liberalization can create conditions for
ambivalent power relations in the market.
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Political power and the Swedish ‘public goods’ housing
system

Municipal housing in Swedish literally translates as ‘public good’ and
municipal companies as ‘public goods companies’ and is an example of
the attempt to introduce market, and therefore power, relations into the
previously public domain. Municipal housing is comprised of older
housing stock in the city centres, buildings from the ‘record years’ of the
post-war industrial growth and recently produced housing. Bengtsson
(2015, 25) describes its central functions as ‘the responsibility of local
municipalities (communes) for housing provision, the central role of
organisations in the housing market, a system of rent-setting, and specific
rules and market prerequisites for other types of ownership’. The
definition of housing as a specific regime with defined rules, state
strategies and interest groups reveals a high degree of institutionalization
of housing in Sweden.

Between 1963 and 1973 the Swedish government implemented the
‘Million Homes Programme’, which aimed at providing affordable modern
housing for all. The mass construction of industrialized prefabricated
houses started in 1961, and the period between 1961 and 1975 is often
referred to as the ‘record years’ (Hall and Vidén 2005, 303). About half
were owned by municipal housing companies. The record wave of
construction was heavily subsidized by state loans, and, as several authors
have pointed out, the rents never reflected the costs of construction.

In both municipal and private rental markets rents are defined
through collective bargaining between property owners and their
organization and the Union of Tenants. These negotiations were framed
by the so-called use value system (bruksvdrdesystemet), which means that
rent levels in municipal housing also affect possible rent levels in the
private rental sector, which is based on agreement between the owner
and the Union of Tenants. The use value of an apartment is derived from
the following features: size, level of modernization, layout, location
inside the building, the standard of repair and sound insulation. Access to
an elevator, laundry, waste pipe, separate storage space, good
maintenance, garage and parking lot can also increase an apartment’s use
value (Sveriges domstolar). The presence or absence of one of these
features in a particular building defines its standard, and the respective
value is reflected in the rent level.

The role of the use value system is crucial in cases of building
renovations. In the past decade the local authorities in Gothenburg have
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sought to ‘redevelop’ the most vulnerable suburbs in the city. To achieve
this, the city proposed a package of constructions and renovations,
including acute renovation of the existing municipal housing.

Theoretical framing and previous research

My theoretical considerations are framed by two strands of the literature.
The first is discussions among social movement scholars about power and
its enforcement in the process of urban development and deliberation.
The second is the framing of the concepts of value and worth in the field
of economic sociology. I argue that the combination of these two lines of
research enriches the field of economic sociology by providing new
dimensions of power in the valuation process.

Theoretically, positions of stakeholders can be described as
sociologically ambivalent (Merton 1976) as they have to perform several
conflicting roles associated with their status as public companies (Merton
1976, 10). Hajda (1968, 23) addressed social structural ambivalence as
‘contradictory pulls of ties between individuals, positions, and groups’. He
pointed out that this ambivalence is most visible in periods of social
dislocation and connected the latter several processes, including
urbanization and transformation of local markets into national and world
markets. Housing markets in most central cities in Europe are bearing the
effects of globalization and financialization.

In every social situation the individual acts as a species of marginal
men: he is in part alienated from the situation, in part embracing the
situation as a given condition, and in part stimulated by the situation
to surpass it or at least determine it. He not only confronts a ‘social
reality,” he also creates it by his own actions. (Hajda 1968, 27)

The consultation process in housing renovations represents this structural
social ambivalence — bureaucrats and engineers from the managing
companies, representatives of the union of tenants, and tenants — all three
groups are alienated, conditioned by the situation or are trying to
determine it at different stages of the consultation process where they are
trying to establish the value and worth of proposed renovations.
According to the European conventions, housing is a human right,
and therefore any actions that could lead to the loss of housing cause
immediate protests. There is a large body of literature that has already
approached the problem of renovation of housing built in the 1960s and
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1970s and problems connected to this process. The focus was mostly on
the social and economic effects that renovation processes have on
different social groups: gentrification in connection with extreme rent
increases, densification and ‘renoviction’ (Baeten et al. 2017; Thorn
2020). Densification relates to overpopulated apartments, and
‘renoviction’ is displacement caused by renovation. The ‘violations’ used
by property owners to obtain renovation approval from tenants were
extensively studied by Polanska et al. (2019) and Polanska and Richard
(2019) in connection with tenants’ protest movements. These violations
can be ‘the violent practices of making invisible; withholding information;
threat, or threat of force and sanctions; inaccessibility of the housing
company; and rule by division’ (Polanska and Richard 2019, 16).

Renovation in connection with urban planning and deliberation is
often discussed in relation to different stakeholders and their positions.
Different frameworks provide a positional and structural analysis of
participation mechanisms, stakeholders and the effects of participation
as well as risks related to different levels of public involvement (Arnstein
1969; Fung 2006). Arnstein (1969), in her most cited work, ‘A ladder of
citizen participation’, proposed the model of empowerment through
deliberation, also known as the ‘ladder’ of empowerment: manipulation,
therapy, informing, consultation, placation, partnership, delegated power
and citizen control. The steps of the ladder describe different degrees of
stakeholder involvement, from passive dissemination of information to
active involvement.

In the Swedish context, Stenberg (2018), following the concept of
‘black boxes’, analysed macro and micro actors in the dialogue process. In
her analysis of the ‘Consultation model of renovation’, she discusses four
dilemmas that still prevent tenants from exercising more power in the
decision-making process (Stenberg 2018). These dilemmas were
formulated based on interviews with representatives of housing
companies: tenants’ beliefs about the costs of the renovation, the timing
of the planning (before the consultation, the generalized image of tenants
does not match the profile of tenants who are actually occupying the
apartments) and the evaluation of the tenants’ ability to participate in the
renovation process (Stenberg 2018, 19). Baeten et al. (2017) describe
displacement through renovation as a profit-making strategy by public
and private companies.

The policy of democratizing the planning process created the need
for new ways of involving the broader public in the process of legitimizing
judgements and decisions, ‘which includes the contestation and
negotiation of value as well as its diffusion, stabilization, ritualization,
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consecration, and institutionalization’ (Lamont 2012, 205). While social
movements and planning research provide us with the framework for
understanding the ambivalent power positions of different stakeholders,
the economic sociology literature helps us frame the concepts of quality,
value and worth in relation to renovation.

Valuation in a situation of quality uncertainty is one of the central
problems of market coordination, along with competition and
cooperation. In the field of sociology of markets the success of valuation
is believed to be possible when market agents share stable reciprocal
expectations shaped by the social, cultural and institutional macro-
structures in which the markets themselves are embedded (Beckert
2009). The problem of the quality and standard of housing is related to
the power positions of different stakeholders. These positions are
ambivalent and, as I show in the coming sections, the stakeholders are
‘constructing’ and ‘deconstructing’ the quality of seemingly standardized
products. The tenants have to make value judgements in situations of
uncertain quality and price, knowing that their choice can affect rent-
setting. They are trying to reopen the ‘black boxes’ analysed by Stenberg
(2018). Callon and Latour (1981) referred to these as ‘leaky’ black boxes
that the macro actors are sitting on to protect their power, which in
relation to building renovation will serve as a metaphor for further
analysis: the details about plumbing, ventilation or economic calculations
are often ‘black-boxed’ while less ‘technical’ questions are left out.

In standard markets, valuation is often viewed as calculation, a part
of rational decision-making. To assure correct calculations, Callon et al.
(2002) propose qualifying and positioning socio-technical devices that help
to distribute cognitive competence. Agents define characteristics of a good
‘by a combination of characteristics that establish its singularity’ (Callon et
al. 2002, 198). They are continuously involved in qualification of the
products. There are also ‘market professionals’ who are involved in
co-production of singular and objectified properties, and who, with the
help of classification, clustering and sorting, make products comparable
and different (Callon and Muniesa 2005). Market transactions are thus
based on the processes of qualifications and requalifications of things and
include an open list of qualities that can be taken into consideration.

While for Callon et al. (2002) a process of qualification is more
important than its result, in the framework developed by Karpik (2010),
the main focus of attention is on certain configurations in which the
quality of products is important, rather than the process of (re)
qualification (Callon et al. 2002, 215). Karpik proposed a concept of
‘calculative judgment devices’ that are cognitive supports in the process
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of valuation. Calculative judgement devices are ‘practices that combine
... teaching, persuading, and seduction’ (Karpik 2010, 44). They reduce
the cognitive deficit that market agents experience under uncertainty of
product quality. In contrast to Callon, where the ‘devices’ sort, classify
and cluster available characteristics of objects, calculative judgement
devices produce ‘oriented knowledge’.

Judgment devices offer oriented knowledge, and implicitly or
explicitly they set the conditions the consumer must respect in order
for an adjustment between the product and the consumer to be
satisfying. They qualify simultaneously both product and client —
which means that the third party literally constructs the exchange
relationship. (Karpik 2010, 51)

This approach implicitly implies the concept of power that the market
professionals can exercise over consumers. Not only the goods but also
actors are qualified and evaluated, and cognitive ‘supports’ become
cognitive constraints. In a classical sense this market is operating under
conditions of quality uncertainty as defined by Knight (1921) as a lack of
information on which the calculation of probabilities can be based. It can
also be viewed as epistemic (Dow and Werlang 1994), substantive and
procedural (Dosi and Egidi 1991), or uncertainty connected to complexity
(Beckert 1996). Tenants are in the situations of lack of available data
(how much specific renovations will cost them) or inability to measure
certain variables (for instance, technical need for renovation). Other
stakeholders exploit the uncertainty of product quality to argue for the
complexity of the renovation and subsequent rent increase.

Tenant participation and opportunities to affect quality
judgements

Rent-setting is a process of negotiation between property owners and
their organizations and the Union of Tenants, and it is part of the above-
mentioned Swedish housing policy (Bengtsson 2015). Every year the
representatives of owners and their organizations and the Union of
Tenants negotiate the yearly rent increase. This negotiation is framed by
the ‘use value model’, and the rent levels are defined — even for existing
private rentals. During this negotiation the maximum rent increase is
decided for all tenants in a specific municipality, and both private and
public companies have to abide by the decision. In the case of annual rent
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increase, companies are not allowed to make significant hikes. Another
situation leading to rent rise is the substantial renovation of a building
that leads to an increase in the ‘standard’ of the property. In this case, the
housing company can negotiate a substantial one-time rent increase for
all apartments in a specific project. Interventions in apartments’ physical
conditions are governed by a second process in which tenants are directly
involved through their participation in the negotiations.

If a housing company needs to renovate parts of an apartment or
building through regular maintenance, they do not need tenants’
approval, and in such cases they cannot demand a high rent increase.
Maintenance covers changes to the infrastructure and utilities, and
whatever the scale of the maintenance work, this is not considered to
constitute an improvement in the standard of the property. This, in
combination with the requirement to be profitable, gives owners
incentives to generate income by carrying out renovations that lead to an
improvement in the standard of the property.

In 2014, after active protests against extreme rent rises, the Union
of Tenants developed a ‘Consultation model for renovation’, aimed at
improving tenants’ participation. This model increased the power of
tenants and resulted in more explicit process thinking and a closer
connection between the tenant consultation and rent negotiation
(Stenberg 2018, 5).

If tenants do not grant approval, the owner can come up with a new
renovation proposal or appeal to the rent tribunal. Historically, rent
tribunals in Sweden take the property owner’s side, even if this results in
transaction costs for the housing company as well as possible reputational
losses (Stenberg 2018). Therefore, many companies prefer to reach an
agreement with tenants before starting the legal procedure. At this stage,
the tenants and the housing companies are the two interest groups involved
in the negotiations, which will be discussed more below.

Following Callon and Latour (1981), Stenberg (2018) approaches
the concept of power in the consultation process in terms of ‘black boxes’
and looks at how micro-actors can become macro-actors in the renovation
process. ‘Black boxes’ are devices or practices that are opaque for outsiders
because their content is often regarded as technical. Stenberg (2018)
further shows that macro-actors are ‘black-boxing’ some elements for the
micro-actors, and in order to change the power balance, the latter have to
reopen those boxes. Opening the black boxes and redefining them is a
challenge for the tenants. As they are granted influence over and
participation in the renovation, consultation is often limited to
technicalities, such as choosing the finishing of interiors. Tenants have no
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direct involvement in the rent negotiations, and therefore they try to act
within the space that is available to them — discussions about the quality
and standard of apartments. They are empowered by law but
disempowered by procedures and the content of deliberation.

Method

This case study is part of a larger research project entitled ‘Renovation and
participation: towards an ecologically, socially and economically
sustainable Million Programme?’, funded by the Swedish research agency
FORMAS. The research was conducted in three Swedish cities, Stockholm,
Uppsala and Gothenburg, by a team of researchers from different
universities. The author is a member of the Gothenburg research team and
personally participated in the collection of empirical data together with
other researchers. The empirical material for this chapter is based on the
ethnographic observations of negotiations between two municipal housing
companies in Gothenburg and tenants who are included in the ‘consultation
group’, representing the interests of all tenants in the properties subject to
renovation. I am also using documents including presentation materials
used by the housing companies; information that they sent out to the
tenants before, during and after the consultation meetings; presentations
and documentation provided by the Union of Tenants (Hyresgéastforening);
and information that self-organized tenants sent to their neighbours.

The 15 ethnographic observations were conducted by three members
of the research groups, and we attended all the meetings between the
housing companies, the Union of Tenants and the consultation groups.
Each meeting lasted a minimum of one to a maximum of two and a half
hours. In Case 1 there was more than one researcher present at the majority
of the meetings; in Case 2 one researcher was present at all meetings. The
author personally participated in different meetings in both cases. For
ethical reasons meetings were not recorded on audio or video, but all
participating researchers made extensive notes during the meetings.
Research group members working on the same empirical cases shared their
notes and discussed the process after each observation.

The initial contact was made through the umbrella organization
that is central to both housing companies included in the case study. We
first conducted pilot interviews with the persons who are responsible for
the renovation projects in the respective companies and asked them for
an opportunity to trace one or several participatory dialogues within their
projects from the initiation of the project until the end of the renovation.
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Although all the activities of the municipal housing companies should be
open to the public, we sought the consent of all the parties to trace the
observation (tenants, housing company as well as Union of Tenants) and
informed all the participants about the project and requested their
permission to be present as researchers at the consultation group
meetings. These presentations were made at several initial meetings so
that all participants knew who we were.

The following stakeholders have specific interests in the consultation
process: tenants, housing companies, activist groups, local politicians,
tenants’ association and the rent tribunal. In this chapter I focus on the
consultation group meetings, mediated by the representatives of the
Union of Tenants. Empirical data consist of ethnographic observations,
interviews and document analysis of the consultation process regarding
the renovation of two areas of Gothenburg.

Case 1. North-eastern Gothenburg

Case 1 is located in one of the areas in the north-east of Gothenburg that
was built as part of the Million Homes Programme during the 1960s. A
particular renovation project that we observed concerned condominiums
comprised of more than 200 apartments. According to the information
provided by the housing company during the informational meeting with
the tenants, smaller-scale maintenance and renovation had been done
earlier, including the addition of balconies and the renovation of the
facades in 2001. The formal consultation process started with a general
information meeting in May 2019, in which about 80 tenants participated.
At this meeting the housing company made a presentation of their plans
to renovate the apartments and informed the tenants about the possibility
to become a member of the ‘consultation group’ to negotiate the details
of renovation. Already at the first meeting tenants protested against the
uncertainty of rent increase and expressed doubts about the transparency
of the whole process. The consultation group was heterogeneous; younger
people and pensioners, and tenants with native languages other than
Swedish, signed up to participate.

(ase 2. Northern Gothenburg

The project studied in the second case was also comprised of high-rise
buildings where the balconies and the facade had been renovated within
the previous decade. Specific to this case is that several buildings are
reserved for seniors. The consultation process started in October 2019 but
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was organized differently from the beginning. Instead of a general
information meeting, the housing company sent out information about
the planned renovation to all tenants and invited them to participate in a
‘reference group’. Therefore, the first meeting between the housing
company and the tenants was a ‘reference group’ meeting. At this meeting
the representatives of the housing company also gave a presentation of
their plans and informed tenants about their rights and opportunities.
The majority of the participants in this case were over 55 years old,
speaking fluent Swedish.

Ambivalence in deliberative processes

Organization of consultation: black-boxing standard, quality and
prices of renovation

The stages of the consultation process are described in detail by Stenberg
(2018). She also argues that there are several dilemmas that are related
to the black-boxing of different aspects of renovation. There is a time gap
between the negotiation of the renovation in terms of quality between the
housing company and the tenants, and the rent-setting negotiation
between the housing company and the Union of Tenants. This means that
the tenants are involved in the quality negotiations without knowing the
future costs. Stenberg refers to this as a Catch 22 situation (Stenberg
2018): the tenants want to talk about the costs, but it is not possible
before they agree on the scale of renovation.

The housing companies have several reasons not to reveal the
possible rent increase: they have to negotiate the rent increase with the
Union of Tenants and do not want to trigger the protests that are likely to
arise when the figure is announced. In some meetings with tenants they
can refer to the procurement system and claim that they do not know how
much the project will cost. But this relates to another dilemma that
Stenberg (2018) describes: the tenants believe (and the housing
companies do not directly contradict this belief) that the rent increase
depends on the costs of renovation. However, according to the use value
model, there is no connection between the costs of renovation and the
rent-setting. The rents are set according to a specific valuation principle,
not according to what the renovation is worth or its quality.

During the first meeting in Case 1, the housing company presented
the following ‘interests’ that are vested in the process: management,
social aspects, freedom of choice and law. ‘Quality’ was a central factor in
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each of them. Management should consider the quality of life, economic
questions and the environment. Security and the right to stay at the same
apartment define the social aspects. Freedom of choice was framed as the
freedom to choose a higher standard of living and, legally, rent should be
adjusted to reflect a new standard (Case 1, Information meeting 1,
Presentation by the housing company, 2019). At the same meeting, in line
with Stenberg (2018), the housing company explained that the
negotiation of the rent would happen after the ‘consultation group’
meetings. Similarly, in Case 2 representatives of the housing company
referred to the rent negotiation as a ‘question for the distant future’ which
would be resolved between the housing company and the Union of
Tenants. When tenants asked about the puzzling situation of making
choices before knowing the price, the answers were defensive: ‘We will
not make any shock increases’ and ‘We stand for the collective’ (Case 2,
Educational meeting, 2019).

Despite the earlier renovation of facades of the buildings, the inside
of the apartments in both cases was not significantly different from the
time of construction and some tenants continually complained at different
meetings about the bad living conditions in their apartments. In different
years some maintenance was done to the apartments, and in Case 2
tenants could always upgrade their interiors (e.g., replace the kitchen or
parts of it) individually, with a respective rent increase. However, in both
cases, a major renovation of the entire utilities infrastructure (water,
drainage, electricity and ventilation) is required. As mentioned above,
these renovations are not grounds for a rent increase and should be
covered by the funds that tenants have paid, based on a share of their
monthly rent, since the properties were built. But as I discussed above,
the large-scale replacement of the utilities infrastructure creates an
opportunity for the housing company to intervene in matters that are
regarded as setting the standard of an apartment: primarily, the finishing
of bathrooms and kitchens.

While in both cases all communications presented the renovation as
an immense undertaking, given the scale of the changes, the content of
the consultation group meetings was limited to the choice of the interior
finishing and the members were told that all the technical solutions
should be trusted to experts: ‘Some things you can influence, but in some
things you have to trust our engineers’ (Case 1, Information meeting 1,
2019). The appeal to the expertise of the experts and the refusal to discuss
technicalities with the tenants is one of the black-boxing strategies
discussed by Stenberg (2018). In Case 2 the representative of the housing
company did provide some explanations (Case 2, Educational meeting,
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2019) but usually finished his explanation with ‘now it is getting too
technical’. The refusal to go into specific details about the need for a new
ventilation system, or wiring, or a choice of pipe replacement resulted in
the tenants repeatedly questioning these technicalities.

Tenants’ strategies to reopen the black boxes

‘Quality debt’ vs ‘luxury renovation’

During the meetings with tenants and the consultation groups the same
question was raised several times: why is the current bad condition of the
housing not considered in the rent negotiation? One tenant pointed out
that hardly any maintenance work had been carried out in the years
following the construction of the properties, and all the attempts to steer
the discussions towards future or even present maintenance often reached
a dead end (Case 1, Information meeting 1, 2019). This question was
specifically raised every time the representatives of the housing company
were trying to explain that they needed to raise the standard because the
current quality of the apartments was poor. What tenants generally asked
for can be seen as a demand to ‘fix the past’, maintain the ‘status quo’ and
start negotiations from that point. By doing this, the tenants tried to open
up the box of the ‘increase in standard’. They pointed to the fact that the
actual increase in standards would cover the period long before the
suggested renovation, and the costs thus should be borne by the owners.

At the same time the housing companies often tried to redirect the
process into the future: ‘Think about young people who will move into
your apartments in the future. You are not only deciding for yourselves,
you are deciding for them. Do you think the current quality standard of
your apartment will be reasonable in twenty years?’ (Case 2, Information
meeting 1, 2019).

The representatives of the profit-driven, future-oriented companies
were trying to keep the ‘standard’ box closed by making it a future concern,
while tenants were trying to keep it open and redefine it as a ‘past debt’. As
some of the tenants put it, the necessary renovations were not done in the
30 years since they moved in, and the ‘needs’ did not justify the rent
increase because this should constitute a ‘renovation debt’ to the tenants
(Case 1, Meeting with the Union of Tenants, 2019). The reduced quality of
the housing at present cannot justify the high costs and rent increase.

While housing companies presented freedom of choice as the choice
between different levels of rent increase, tenants insisted on closing the
quality gap created by bad maintenance and paying past debts before
implementing improvements. Several times in Case 1 the tenants
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suggested lowering the rents first because of the deterioration in quality,
and then starting the consultation process. In none of the cases did the
housing companies explain the principles of the use value model and the
particulars of the improvement in standards. While the majority of the
tenants did not use knowledge about the model in their argumentation,
it is possible to assume that the improvement of the quality standard
compared with the period of construction was not perceived by the
tenants as such. For the tenants, the quality standard is perceived as lower
than at the time of construction, and they often expressed their
satisfaction with the ‘older’ standard but wished it were better maintained.
The perceived difference between the quality of the housing at present
(poor because of bad maintenance), initially (at the time of construction)
and the proposed renovation creates a discrepancy in the value
judgements by the housing companies and the tenants, where the housing
company does not acknowledge the existing ‘renovation debt’.

Between the ‘wants” and the ‘needs’

As mentioned above, the increase in standards can be used as one of the
strategies by profit-driven companies to increase the value of their
property, and to raise rents. But the condition to consult with the tenants
forces them to frame it as a necessity. There are two strategies to do this:
to claim that there is an acute ‘need’ for certain changes, and to persuade
the tenants that it is something they ‘want’.

In the cases at hand this framing differed from the beginning of the
dialogue process. While in Case 1 the changes in quality were presented
as ‘needs’, in Case 2 they were formulated as something the tenants would
‘wish for’. Therefore, in Case 1 the whole renovation strategy focused on
the necessary technical improvements to pipes and other parts of the
utilities infrastructure, and the standard increase as a by-product of these;
in Case 2 the focus from the beginning was on the better quality of the
finishing of the apartments, while the technical aspects should be ‘left to
engineers’. The needs in Case 2 were not presented as improving the poor
quality and deterioration, but rather as modernizing and improving the
quality of the future everyday life of the current tenants and the coming
generations of tenants. Altogether the strategy of the housing company in
Case 2 was to create the image of a ‘caring host’ who gives the tenants an
opportunity for a better life.

Being embedded in the past (needs) and the future (wants), the two
strategies produced different responses from the tenants. In particular,
the ‘need’ created a direct and negative response from the tenants at the
first information meeting in Case 1 (Case 1, Information meeting 1,
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2019). Several tenants who participated in the information meeting and
later in the consultation group meetings claimed that they had spent
significant periods of their lives in the buildings in question. Their
perception of quality and needs was connected to the ‘maintenance debt’
— the underperformance in maintenance over decades - and
understanding that they had already paid the costs of the renovation by
paying rent. ‘They were cheating us all these years, now we have to say
“stop”’ (Case 1, Meeting with the Union of Tenants, 2019). ‘Where is all
the money we paid you with our rent?’ (Case 1, Information meeting 1,
2019). Tenants did not want higher standards; they wanted the current
standard to be better quality.

The appeal to ‘needs’ came from different stakeholders in the
process. The housing companies framed it as ‘we do not do more than is
needed’ (Case 1, Information meeting 1, 2019). The representatives of
the Union of Tenants referred to the needs when justifying the necessity
for tenants to participate in the process: ‘It is you who should influence,
not a consultant or a company, you know what your needs are’ (Case 1,
Meeting with the Union of Tenants, 2019). ‘The consultation group
represents you ... You know the area better and what is needed’ (Case 1,
Meeting with Union of Tenants, 2019). In both citations we see how the
needs are spatially anchored in the personal experiences of the tenants.
They are symbolically empowered as hands-on experts who have first-
hand knowledge of the quality of housing and the improvements needed.
In Case 2 the ‘need’ was articulated as a no-choice option. While the
tenants could choose tiles and floors, and their opinions were welcomed,
the hardware, ‘pipes’, electricity and ventilation were presented as non-
negotiable interventions. The power over the quality judgements
remained on the side of the housing company.

One for all: collective bargaining about quality
Another theme that emerged from the analysis of the negotiations in
relation to quality is the difference between collective needs and wants, and
potential individual preferences. Both housing companies and tenants
referred to and problematized this issue: while the tenants often expressed
their claims as a collective, the housing companies referred to the interests
of each particular tenant, and thus to possible ‘discrepancies’ in judgements
of quality (Case 1, Information meeting, 2019). When some of the tenants
referred to their individual preferences, both the Union of Tenants and the
housing companies started to appeal to ‘the collective’.

Housing companies often appeal to selflessness in the interests of all
abstract tenants, for instance, young people who will move into the
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apartments in 10 to 20 years’ time and who will want a modern apartment.
The idea of the collective covers not only the present tenants but also
future generations. The housing company is interested in having one
negotiation partner — ‘a generalized tenant’ — and, even if they claim that
all individual interests should be met, they prefer to have one decision for
all. The Union of Tenants also refers to the collective as the most viable
strategy to achieve consensus with the housing companies. In Case 2 the
representatives of the Union of Tenants explicitly recommended collective
bargaining with the housing company so as to avoid the rent tribunal
(Case 2, Meeting with Union of Tenants, 2019).

The individual—collective divide reveals itself in different forms.
Firstly, participation in the consultation group means representing the
interests of all tenants, but the procedure by which this group is formed
often prioritizes those who are concerned in the first place for their own
future and often about some ‘special situation’, often without explaining
what the situation is (Case 1, Meeting with the Union of Tenants, 2019).
Secondly, the collective interest of all tenants should be accounted for, but
housing companies tend to refer to an abstract ‘future tenant’ in the long
run. Thirdly, tenants start worrying about possible opportunism by their
neighbours: ‘Shall we all pay for those who want more?’ (Case 1, Question
from the tenants, Meeting with Union of Tenants, 2019).

In Case 2 the housing company referred to the members of the
consultation group as ‘the ambassadors of all tenants’ who had to make
responsible decisions (Case 2, Educational meeting with housing company,
2019). The idea of being an ambassador was not well received by several
participants in the consultation groups, partly because they were there to
protect their personal interests and partly because they did not want to
make ‘wrong’ decisions for others. I do not know what others want, how
can I decide for everyone?’ (Case 1, Meeting with the Union of Tenants,
2019). It became clear at one of the meetings that tenants do not have
contact with the majority of their neighbours (Case 2, Educational meeting
with housing company, 2019), and some were worried about their names
and contact information being distributed to other tenants. While everyone
wanted to have the power to influence their own future, the idea of bearing
the responsibility to decide for all tenants was not as desirable in Case 2.

Even if the consultation group were to agree on the scale of the
renovation, the housing company still needs written approval from every
tenant, and if some tenants do not agree, the whole consultation process
reaches a stalemate. During one of the ‘reference group’ meetings a
representative of the housing company described another case where the
consultation group and the owner reached an agreement on the scale and
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details of renovation, but another group of tenants who did not participate
in the consultations started a protest, so they had to start all over.

Conclusion

The consultation process with tenants is built on the idea that they should
have the power to participate in the decision-making about their future
housing. However, by separating issues in time (past and future) and
content (interior finishing and hardware), the housing companies are
reducing tenants’ power to make judgements about the quality of the
interior finishing. The tenants are often excluded from a whole range of
decisions, including hardware (pipes, electricity, water) and economic
sustainability. In this situation tenants choose the strategy of reopening
the ‘leaky black boxes’ (Callon and Latour 1981, 286) or shifting the
discussion into areas beyond the agenda set by the managing company.
Firstly, they try to prevent the increase in standards by shifting attention
from the standard to quality. Tenants refer to ‘debt’ as a calculable
category, and instead of being seated on the ‘black box’ packed by the
macro-actors, they ‘requalify’ the standard and quality of the housing into
what is calculable for them. Secondly, they refer to the ambivalent
position of the companies as public good providers and shift the discussion
into the human rights area, organizing protests against ‘black-boxing’. At
several meetings the attempts to discuss the current renovation project
completely failed because tenants switched the conversation to the
‘renovation debt’ and other problems originating in the past, the general
situation on the rental market, and political decisions. The ambivalent
role of the managing companies opens up an opportunity for negotiations
outside the areas left for the tenants after the technical issues have been
‘black-boxed’. The fusion of the formal consultation process (attempts at
requalification and recalculation) with the protest and social organizations
(shifting outside the area of black-boxing) creates a new judgement
device that addresses the ambivalence of power positions in the market.
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(FPIC) in forestry and the oil industry
in Russia
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Introduction

In the twenty-first century, with the increased pace of globalization,
decentralization and marketization, natural resource governance is
evolving rapidly. This chapter focuses on private authority in its effort to
regulate markets of renewable and non-renewable resources.
Theoretically, the chapter builds on the governance generating network
(GGN) theory to explain power shifts in the process of interplay of actors
involving global institutions, civil society and companies’ networks in
fostering the implementation of sustainability standards in Russia. The
chapter analyses power dynamics surrounding the introduction of free
prior and informed consent (FPIC) to Russian institutional and
organizational environments in Forest Stewardship Council (FSC)
certification and in the oil sector. It elucidates the operation of globally
designed private instruments implemented locally in the context of more
fluid, dynamic and partly deterritorialized societies.

Non-state actors, such as non-governmental organizations (NGOs)
and transnational corporations (TNCs), are playing a greater role in both
global decision-making and decision implementation (Campbell 2004;
Bostrom and Garsten 2008; Haufler 2009, 140). This results in
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private-sector engagement, specifically through voluntary standards and
self-regulation (Bartley 2007; Auld et al. 2009; Khanna and Brouhle 2009;
King and Toffel 2009). Therefore, private authorities have become effective
agents of institutional change in regulating markets (Mayer and Gereffi
2010; Vogel 2010). They have changed the rules of the game by
redistributing power, changing the norms and discourses of market actors,
and fostering corporate social responsibility (CSR) towards the environment
and local and Indigenous Peoples’ communities (Tysiachniouk 2012).

Private authorities such as the FSC, the Marine Stewardship Council
and the Aquaculture Stewardship Council have fostered voluntary
certification schemes. Through such certification opportunities and CSR
actions, ‘fictitious commodities’, perceived in the early literature as having
little to no market value (Polanyi 1944), such as ecosystems, biodiversity
and the rights of workers and local/Indigenous communities, are
disembodied from self-regulating markets and re-embedded in society
(Langthaler and SchiiBler 2019; Postel and Sobel 2019). These so-called
fictitious commodities are acknowledged in a ‘sensitive’ market niche in
which producers voluntarily agree to put a price on fictitious goods and
consumers are willing to pay a premium for these goods. Practically
speaking, these voluntary schemes verify companies’ production practices,
such as the presence/absence of child labour exploitation, fair salaries for
workers, respect for Indigenous Peoples’ rights, biodiversity conservation
and a low carbon footprint. Certification allows companies to receive
positive feedback in niche markets where consumers care about
environmental and social issues and express their preferences by purchasing
goods with sustainability labels (Wirth 2009 ; Oosterveer et al. 2014;
Giacomarra et al. 2016). One of two case studies in this chapter focuses on
the FSC, which aims to preserve biodiversity, promote economically
feasible companies and foster Indigenous/local communities’ rights.

Other businesses, for example those operating in markets perceived
as unsustainable (such as oil and mining), have adopted selective global
standards (Escobar and Vredenburg 2011). Successful naming and
shaming by NGO networks may result in reputational risks and the loss
of investors, with sudden and significant losses of power and resources.
Global standards, when adopted, can protect companies from
reputational risks and serve as markers to demonstrate production
sustainability and respect for Indigenous/communities’ rights. Our
second case study focuses on FPIC implementation in the oil sector on
Sakhalin Island, where FPIC is connected to the policy commitments of
large international organizations such as the World Bank (WB) and
International Finance Corporation (IFC).
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FPIC is a requirement within multiple certification schemes (Buxton
and Wilson 2013). FPIC has become a central element of international
policy-making towards strengthening the rights of Indigenous Peoples,
especially within resource development. However, very few nations have
enshrined FPIC in law, thereby putting certification schemes such as that
of the FSC at the forefront of implementation. FPIC invokes the power of
Indigenous communities to refuse or accept resource development
activities on their traditional territories based on their right to self-
determination. Each component of FPIC confers specific meaning. ‘Free’
refers to consent given without coercion, intimidation or manipulation.
‘Prior’ means that consent is sought well in advance of project approval.
‘Informed’ refers to the need to share pertinent information regarding the
scope and impacts of the project. ‘Consent’ is a collective decision made
by rights holders through a community-sanctioned decision-making
process (Papillon and Rodon 2017). However, in practice FPIC remains a
contested norm due to differences in interpretation and shortcomings in
implementation (Tysiachniouk et al. 2021). Due to the strong normative
position of FPIC in defence of Indigenous Peoples’ rights, there is evidence
of ambivalence and friction between the policy sphere and the localized
settings where FPIC is implemented. Understanding this interplay and the
nature of FPIC interpretation and implementation in a private regulatory
setting represents a key aim of this study.

Russia, in terms of its socio-economic characteristics, represents an
ideal case study for analysing private authorities’ introduction of FPIC
within the forest and oil sectors. Firstly, given the limited citizen
involvement in natural resource governance in Russia, as in a majority of
post-Soviet economies, there is reason to question the suitability of new
FPIC requirements as instruments to enhance local/Indigenous engagement
and promote the implementation of their customary environmental rights.
Secondly, it is particularly valuable to investigate how a non-state regulatory
instrument such as FPIC is received by stakeholders in the statist society of
Putin’s Russia. Russia has not ratified the International Labour Organization
(ILO) Convention 169 on Indigenous Peoples, and the state exercises
ownership over natural resources, such as forests and oil deposits, that
could be leased (as in the case of forestry) or licenced for extraction (as in
the oil sector) to private industry. However, companies operating in Russia
must still adhere to FPIC and other internationally recognized standards to
operate in the global market.

This chapter presents a cross-sectoral comparison of private actors’
efforts to require FPIC for forest and oil businesses in Russia, with a focus
on the interplay of global, national and local actors in its implementation.
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We compare how FPIC was received and implemented by companies in
two settings: within the forestry sector’s FSC standard development
process; and in the oil industry, where FPIC compliance is a WB and IFC
requirement. We focus on the FPIC negotiations process between
economic, social and environmental actors in the standard development
group (SDG) in FSC Russia and compare it with oil companies’ FPIC
interpretation and implementation on Sakhalin Island. More specifically,
this chapter seeks to answer the following questions: what are the power
dynamics between global and local actors in governing resource extraction
in Russia? How do power struggles between stakeholders in Russia affect
how global standards are adjusted to Russian institutional and
organizational environments? To what extent are global standards
influencing Indigenous Peoples’ rights in Russia? Does ambivalence of
power, meaning inconsistent behaviour resulting from divergent norms
within a shared institutional environment (Merton 1976), pose problems
for the implementation of FPIC? Through an analysis of power dynamics
(Haugaard 2012), we examine how power is exercised in the national
adaptation and local implementation of FPIC and how such dynamics
shape the rights afforded to Indigenous/local communities.

Our study reveals that ambivalence, for example, conflicting norms
and counter-norms, associated with particular positions is created
through the presence of competing conceptions of FPIC, which are often
difficult to reconcile with contextual conditions in place during adoption
and implementation of the standard. The presence of a strong normative
definition of FPIC is interpreted by economic actors as a type of power
over them, forcing them to comply while at the same time extending
power for Indigenous and local communities, providing a mechanism for
enhancement of their rights.

The theoretical framework

The theoretical framework is based on the governance generating
networks (GGN) theory that examines private authority in regulating
markets (see Figure 10.1).

The GGN theory serves as a useful lens for analysing the
development of global standards that operate within dynamic and varied
networks at multiple scales (Tysiachniouk 2012; Tysiachniouk and
McDermott 2016; Tysiachniouk et al. 2018; Henry and Tysiachniouk
2018). A GGN is comprised of three elements: (1) the nodes of global
governance design, in which global policies and standards develop; (2)
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Figure 10.1 Governance generating network.

negotiation forums, where stakeholders develop and modify standards;
and (3) implementation sites, where global standards transform into
practices (Tysiachniouk 2012). Actors within the GGN’s structure exercise
ambivalent, contradicting and conflicting dimensions of power that
interact in ways that can be described in terms of power over, power for
and power together (or power with) (Haugaard 2012). Power over is
associated with an ability to dominate or coerce which is often, although
not always, exercised at the expense of one party. Power for involves
monetary or non-monetary benefits to certain actors, such as
enhancement of their rights and/or their empowerment. Power together
describes the ability of GGNs to link transnational space to spaces of
places (Haugaard 2012). Ambivalence of norms and interests fosters a
productive way of exploring dynamic actor interactions and constant
power struggles among global-to-local actors. Through this process GGNs
generate social change both transnationally and locally. The outset of
GGNs, such as social movements or NGO-led market campaigns, can
happen bottom-up. In order to set new global standards, GGNs address
appeals and requests to company headquarters, retail stores and
investment banks (Tysiachniouk 2012). GGNs can also be manifested top-
down for collective action, when transnational actors, such as standard-
making organizations and TNCs that adopt these standards, implement
global standards locally to compel institutional amendments in spaces of
places (Tysiachniouk et al. 2018). Lastly, there are certification
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scheme-based GGNs (FSC, for example), characterized by a consistent
bilateral exchange of information between local and transnational actors
(Tysiachniouk and McDermott 2016). Through negotiation forums at
different levels, these actors pursue their interests and seek compromise.
Power struggles along with negotiations determine the generation
mechanism that allows for the institutionalization and implementation of
new rules both globally and locally.

The power within GGNs is distributed unevenly between actors
operating at different levels of the spatial hierarchy. GGNs with top-down
patterns see power exercised through core standards that limit network
actors’ involvement and become gatekeeping entities. These standards
determine the interaction between actors within the GGN, and power is
exercised by the imposition of the rules of inclusion (Tysiachniouk 2012).
Large holding companies engage in voluntary certification schemes and,
through them, gain access to new ‘sensitive’ niche markets and become
‘responsible producers’. The introduction of FPIC represents a new means
of influencing decision-making with the potential to alter negotiated
dynamics at both local and global levels. International investment banks,
some international corporations and the FSC all adopted FPIC in part
because of international bottom-up NGO market campaigns and
Indigenous environmental and human-rights protests. In turn, this
encouraged the creation of international principles limiting the extractive
industries’ impacts on Indigenous Peoples and local communities
(Tomlinson 2019).

In an international institutional and normative framework, the FSC,
TNCs and investment banks have adopted global standards regarding
Indigenous rights. Upon the agreement of 143 countries, the UN
Declaration on the Rights of Indigenous Peoples (UNDRIP) added more
binding language that called for the ‘Free Prior and Informed Consent’ of
Indigenous Peoples regarding activities affecting Indigenous rights. When
certain UN processes and international fora, such as the 2010 United
Nations Framework Convention on Climate Change, adopted FPIC, FSC
standards extended FPIC to more generally address the rights of ‘local
communities’ rather than exclusively those of Indigenous Peoples. This
expansion partially reflected debates over the definition of indigeneity
and the appropriateness of the term in diverse country contexts and
especially in Russia. Examining FPIC negotiations and implementation
provides an important illustration of how power dynamics are being
shaped by actors and institutions in global rule-making at multiple scales.
In both forest and oil sector GGNs, FPIC was introduced through ‘top-
down’ directives to be implemented locally. Forest companies which
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commit to the FSC certification scheme must comply with its standards
(including FPIC requirements), and non-compliance may result in
certificate revocation and, therefore, loss of access to environmentally
and socially sensitive markets. In the oil sector, FPIC emerged as foreign
investors, shareholders and international companies required it. Global
standards usually encourage overcompliance with existing national
standards, imposing new requirements on economic actors and
simultaneously enhancing rights and empowering Indigenous/local
communities. Through overcompliance, private authority, therefore, is
becoming an effective force in natural resource governance, with the state
losing its hegemony yet maintaining its power.

Methodology

We used qualitative in-depth semi-structured interviews, participant
observation and document analysis. We chose the forestry and oil sectors
because of the shared presence of FPIC requirements, yet differences in
private authority involvement in governance. In the forestry sector global
standards for Indigenous Peoples’ rights are part of the certification
scheme, while in the oil sector they are part of foreign direct investment
requirements and/or global commitments of TNCs. Differences in
governance by private authority determine the differences in power
dynamics around FPIC.

We created separate interview guides for company representatives,
Indigenous leaders, NGOs and government officials. Each interview took
30 to 90 minutes and was recorded, transcribed and coded. To study FPIC
in the context of the FSC, we conducted interviews in Bonn, Germany,
with FSC staff (8), with representatives of the SDG in Russia (26) as well
as with actors involved in testing FPIC implementation in specific
localities. Members of the SDG included representatives of Russia’s
Social, Environmental and Economic chambers. We also interviewed FSC
Russia board members who were actively involved in discussing issues
related to FPIC (see Table 10.1). Interview questions revolved around the
following issues: process approach and dynamics, priority issues brought
forward regarding FPIC, forms of engagement, and levels of satisfaction
with the process and final indicators. An iterative process was used to
identify and organize data around key themes such as definitions and
meanings ascribed to FPIC, perceptions of FPIC, quality of negotiation
processes, key challenges to a shared articulation of FPIC and satisfaction
with final indicators. Interviews took place in 2018-19.
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Table 10.1 Research on FPIC in the framework of FSC

Environmental | Economic Social FSC FSC FSC-international
Chamber Chamber | Chamber | staff | non-member staff/board/
stakeholders experts
11 5 4 2 1 8

Within the oil sector, we chose Sakhalin Island as a case study, as
implementation of FPIC was clearly stated there by transnational
consortium operators. Research on Sakhalin Island was carried out in
September 2013 and August 2015, with several interviews conducted in
Houston, Texas, in 2018 at companies’ head offices. These in-depth, semi-
structured interviews involved representatives of oil companies (e.g.,
Sakhalin Energy and ExxonMobil), environmental NGOs, Indigenous
Peoples associations and Indigenous-led local NGOs. In addition, the
study analysed global standards related to FPIC required by the FSC, WB
and IFC. To assess companies’ commitment to global standards, we also
analysed a variety of documents pertaining to companies’ CSR policies,
Global Reporting Initiative (GRI) reports and other publications related
to corporate relations with Indigenous communities (see Table 10.2).

Table 10.2 Research on FPIC in oil and gas sectors on Sakhalin Island

Oil companies State Civil society

Exxon Neftegaz Limited State agencies in | Sakhalin

and ExxonMobil-9 Sakhalin-6 Environmental

(including Sakhalin and Watch-2

Houston offices)

Sakhalin Energy-6 Local municipal | Indigenous Peoples’
administration in | associations and
Sakhain-8 Local Indigenous led

NGOs-4
Rosneft-1 Local residents 29
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Results

FPIC and the FSC certification scheme in Russia: power struggles
around standard development

The FSC seeks to promote sustainable forest management through the
development and application of an international standard covering
social, economic and environmental dimensions. Globally, Russia has the
largest number of FSC-certified forest management territories (see Figure
10.2). Therefore, FPIC, when implemented, should enhance citizen rights
in many local communities, and especially in Indigenous settings.

The FSC standard is based on an international set of principles and
criteria, which are adapted to national contexts through the development
of national indicators. In 2012, a revised international standard was
approved, which included expansive requirements regarding FPIC,
applicable to both Indigenous Peoples (Principle 3) and local communities
(Principle 4). This prompted a revision process led by national offices,
including FSC Russia, in order to bring national indicators in line with
international requirements. For the first time, FSC International also
provided a set of International Generic Indicators (IGIs), designed to
guide national standards and enhance consistency across jurisdictions.
The Russian revision process was based on the creation of a standard
development group consisting of FSC members in equal numbers and
representing economic, social and environmental interests (see Figure
10.2). Each chamber holds equal voting power within the FSC governance
standard development process. Our work focused on analysing the
process of adapting FSC International’s FPIC-related requirements to the
Russian national FSC standard.

For FSC Russia, the new FPIC indicators represented a significant
departure. Prior to 2012, the FSC standard required forestry companies to
reach an ‘agreement’ with Indigenous Peoples and to consult with local
communities. Even this level of engagement proved difficult for forestry
companies due to a number of contextual constraints present in Russia. For
example, forestry companies holding large leases were often required to
consult between 70 and 140 rural communities on a single certified
territory. Communities were often unfamiliar with the FSC process and the
forest management plan, requiring additional outreach by forestry
companies to raise awareness, respond to complaints, and designate and
preserve places of social significance called High Conservation Value forests
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Figure 10.2 Power dynamics in the process of development of the new
national FSC standard.

(HCV-5-6) (Tysiachniouk 2012). The new FPIC requirements differed from
this ‘consultative’ approach, requiring forestry companies to engage
Indigenous and local communities in an FPIC process and culminating in
the explicit granting (or withholding) of consent. This process should
include the identification of rights holders, the documentation of rights and
impacts from forestry activities and the negotiation of mutually agreeable
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conditions (Tysiachniouk et al. 2021). Its introduction proved controversial
within the standard development process in FSC Russia due to conflicting
interpretations of norms between the Economic and Social chambers, and
variable positions with regards to its relevance. Members of the Social
Chamber supported the new FPIC requirements and were hopeful that the
more stringent requirements would help redress some of the weaknesses
seen in the implementation (see Figure 10.3).

Therefore, members of the Social Chamber insisted on high
eligibility for FPIC and for it to be applied to both local and Indigenous
communities. These members saw the new FPIC requirements as an
opportunity for greater empowerment, or power for. Members of the
Economic Chamber met the international FPIC requirements with
scepticism and frustration as they considered them to be ill-fitting,
externally imposed and designed without sufficient consideration for the
particularities of the Russian context: a type of power over dynamic.
Transaction costs were a major consideration for members of the
Economic Chamber, who expressed concerns that the financial and
administrative burden of FPIC requirements would be unmanageable.
Furthermore, there were concerns that FPIC would be interpreted by
Indigenous and local communities as commensurate with a type of veto
over forestry operations that could lead to intractable negotiations and
unreasonable financial requests, and potentially create delays and
interruptions to logging operations. For example, one member of the SDG
argued: ‘It is frightening [for companies] that the local population can
give consent to logging, or can quickly withdraw it ... It is frightening that
this may be the subject of blackmail by the population, some extortion.”
Thus, for members of the Economic Chamber, the introduction of the new
and more prescriptive FPIC requirements was an imposition, where the
international level was seeking to exert a type of power over forestry
companies (Haugaard 2012). The standard development process was
also bogged down in a struggle around the FPIC application scope, that
is, which communities would be eligible for FPIC arrangements.
According to the international standard and IGIs, FPIC was required for
Indigenous Peoples and local communities with customary or legal rights
in the forest. The FSC definition of Indigenous Peoples is based on the UN
definition and relevant mostly for postcolonial countries. The previous
Russian FSC standard used an expansive definition of Indigenous rights
holders, based mainly on self-identification. Not only groups officially
recognized by the Russian state could qualify as Indigenous. For example,
the FSC Russian standard considered multicultural groups, such as Pomor
people living on the shore of the White Sea, to be Indigenous because of

AMBIVALENCE OF POWER IN THE TWENTY-FIRST-CENTURY ECONOMY



Figure 10.3 Interactions between members of the SDG in the process of
negotiations.

their dependence on forest resources. This contrasted with Russian
national legislation, which limited official recognition to ‘Indigenous
Small-Numbered Populations of the North and Far East in the Russian
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Federation’ (fewer than 50,000 people). The existing standard also
recognized customary rights deemed illegal under Russian legislation. In
the standard development process, members of the Economic Chamber
intended to revise the guidelines that determined to whom the rights
applied and what those rights entailed. The consolidated opinion of the
Economic Chamber was that FPIC procedures should not apply to people
who rely on the land by hunting and gathering, since customary rights are
currently protected by law. Because the Forest Code covers these rights,
the Economic Chamber proposed removing the right to foraging activities
from the FPIC standard.

The economic actors expected that the implementation of FPIC
would require the employment of social experts and increased transaction
costs. They were also concerned that Indigenous/local communities may
not be able to advance the process effectively due to the lack of capacities
or political organization in some communities. For example, it would be
unclear with whom to sign the FPIC agreement and who is the leader in
the village. SDG members stated: ‘When we speak with our Indigenous
people, with our local people, it’s very difficult to say that everywhere it’s
really clear who is the leader, even the informal leader. Because even the
Indigenous population is so fragmented.”

Alongside supporters from the Environmental Chamber, FSC social
experts from the FSC board organized the field testing of the FPIC
requirements in different regions of Russia, specifically in the Tver oblast,
the Komi Republic and the Arkhangelsk region. Several teams of experts
visited local communities on FSC-certified territories to evaluate the
applicability of the FPIC requirements, including who qualifies as a ‘rights
holder’, who is eligible for an FPIC process and with whom to sign FPIC
agreements. These social experts described the exercise as challenging
but concluded that, with considerable effort on the part of companies, it
would be possible to apply the FPIC requirements. This did not convince
members of the Economic Chamber, however, who continued to mobilize
arguments around transaction costs and insufficient community capacity.

Members of the SDG grappled with these issues throughout the
process of developing the Russian standard, with increasing tensions and
conflict between the Social and Economic chambers. The Environmental
Chamber remained divided on FPIC. Throughout the process, the Social
Chamber maintained its position of support for a strong interpretation of
FPIC, which aligned with the FSC’s language and international norms.
The Economic Chamber also developed a unified position, which sought
to either remove FPIC or significantly reduce its scope and/or applicability.
The Economic Chamber became increasingly organized, adopting a
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variety of arguments and strategies. This included demands to revisit the
FSC definition for the identification of Indigenous Peoples, which relied
on a combination of self-identification, some social organization and
dependence on natural resources for subsistence. They also pushed for
stronger alignment between the FSC’s approach and Russian legislation.

After lengthy debates, a ‘weak’ compromise was reached. FPIC was
maintained in both Principles 3 and 4. This was an important victory for
the Social Chamber, which can be explained, at least in part, by the FSC’s
governance structure, which provides balanced voting rights across
chambers, thereby equalizing less powerful actors with more powerful
ones. The Social Chamber also benefited from the support of FSC
International, which shares a conception of FPIC based in international
human rights discourse. However, the Economic Chamber also achieved
some gains. An Appendix was added to the Russian standard, laying out
a number of conditions for and exceptions to the FPIC application, with
the potential to significantly reduce its scope. Recognition of customary
rights, for example, is limited to activities which do not conflict with the
law. FPIC processes need not apply in situations where the requirement
to obtain FPIC from Indigenous or local communities is in conflict with
other consequences of the FSC standard, such as in the case of significant
job losses, or when obtaining FPIC will lead to a conflict either between
the forestry company and other FPIC rights holders or between different
groups of rights holders (Tysiachniouk et al. 2021).

The new Russian standard was approved by FSC International in
September 2020, but the power struggles around the FPIC application in
Russia continue.

FPIC in Russia’s oil sector: power struggles around benefit sharing

For extractive industries, FPIC is mandatory only in countries that ratified
the ILO Convention 169 on Indigenous Peoples. However, Russia and
many other oil- and gas-extractive countries did not ratify it (Buxton and
Wilson 2013; Stammler and Ivanova 2016). The Russian government
argues that following the ILO standards would infringe upon Russian law
because all land in Russia belongs to the state and cannot be owned by
any ethnic group. However, there are Russian laws that acknowledge the
rights of Indigenous Peoples and require consultations in order to conduct
extractive activities (Gassiy and Potravny 2019; Tysiachniouk et al. 2020).
The rights to land and resources are guaranteed for the Indigenous
Peoples of Russia in Article 69 of the Russian Constitution, in the Land
Code and in other more specific legislative acts. According to the Federal
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Law ‘On the Guarantees of the Rights of Indigenous Small-Numbered
Populations of the North and Far East in the Russian Federation’ (1999),
Indigenous Peoples can use land for traditional economic activities. They
also have the right to receive compensation for damages to their
traditional livelihoods. According to the law ‘On the Territories of
Traditional Nature Use of Indigenous Small-Numbered Peoples of the
North, Siberia and Far East of the Russian Federation’ (2001), companies
operating in areas with designated Territories of Traditional Nature Use
have to obtain consent before engaging in resource extraction and must
pay compensation (Sulyandziga 2019). The Federal Law ‘On the
Ecological Expert Review’ (1995) provides guidelines for the
environmental impact assessment process, which lacks provisions for
assessing socio-economic and cultural impacts (Wilson and Stammler
2016). Regional regulations are sometimes established to close gaps in
the federal legislation.

The IFC, along with the WB and the European Bank for
Reconstruction and Development (EBRD), require recipients of their
loans to adhere to the ILO 169 and UNDRIP standards. Russian companies,
as borrowers from the EBRD and other investment banks, are required to
sign agreements with the Indigenous Peoples and establish benefit-
sharing mechanisms or Indigenous Peoples’ Development Plans
(Tysiachniouk et al. 2018; Wilson and Stammler 2016). Given the nature
of the Russian legislation, investors’ growing expectations and mounting
pressure from regional governments, and sometimes from civil society, oil
companies often opt to develop benefit-sharing agreements. Benefit
sharing, formally defined as the distribution of monetary and non-
monetary benefits generated through the resource extraction activity
(e.g., Thuy et al. 2013), represents one aspect of CSR but does not
necessarily imply the recognition of FPIC. The mechanisms of benefit
sharing vary considerably within Russia (Tysiachniouk et al. 2020), but
they often reflect the power struggles between companies, authorities
and Indigenous Peoples placed in the context of global standards and
expectations. In certain cases, such benefit-sharing agreements are
‘labelled’ as FPIC (Wilson 2016),* although the practice is not universal.
For example, in the Komi Republic, the oil and gas company Lukoil Komi
in 2015 signed an agreement with the Indigenous association Izviatas,
representing Komi Izemtsi people, who are not recognized by the Russian
government as an Indigenous group (Tysiachniouk et al. 2018; Loginova
and Wilson 2020). The terms specified in the agreement seem comparable
with FPIC (Goloviznina 2019).
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Sakhalin case study

In this section, we analyse oil consortiums’ FPIC implementation on
Sakhalin Island in the Russian Far East. The Sakhalin-1 and Sakhalin-2
projects are held by consortia of international companies, whose
operators have declared their commitment to FPIC (see Figure 10.4).*

Oil company-driven GGNs on Sakhalin Island are atypical for
Russia, as transnational oil and gas companies adopted global standards
and committed themselves to implementing FPIC standards despite the
differences between the Russian context and those of other countries,
state co-ownership of Russian companies and state-driven policy in the oil
sector. At the same time, the companies in these consortia were not
influenced by Soviet-type practices of social responsibility, in which state-
owned companies were involved in building all community infrastructure
and constantly filling gaps in the state budget (Wilson 2016; Tulaeva and
Tysiachniouk 2017; Tysiachniouk et al. 2018).

The process of introducing FPIC in Sakhalin created both dissonance
and ambivalence concerning prevailing interests and values, due to the
presence of countervailing and multi-scalar forces. Along with a set of
global standards, FPIC implementation started after the rise of a social
movement called the Green Wave campaign (2004-6), which formed
against intense oil development on the island (Roon 2006; Novikova
2014). An international campaign against damages to the Pacific grey
whale population and to salmon stocks started in late 1990 and involved
the Russian NGO Sakhalin Environment Watch, in partnership with the
California-based NGO Pacific Environment and the Russian Green Party.
A relatively small number of NGOs involved in collective action became
engaged in power struggles with large oil companies, contesting the
legitimacy of their activities and introducing new multi-scale power
dynamics. The bottom-up campaign exercised power together against oil
consortia by targeting investment banks interested in financing the
further expansion of the Sakhalin-2 project (CEE Bankwatch 1997;
Bradshaw 2008).

Simultaneously, Indigenous-led campaigns emerged, exercising
collective action within a power with dynamic. Grievances were related to
damages to salmon rivers and reindeer herding and the destruction of
Nivkh sacred sites. In 2004, Indigenous Peoples requested financial
compensation for the damage to their traditional way of life (Graybill
2013). In 2005, around 300 people, including members of Indigenous
organizations, Greenpeace, the World Wide Fund for Nature (WWF) and
local environmental NGOs (Sakhalin Environment Watch and Green
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Figure 10.4 Governance generating network: Sakhalin case study.
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Patrol), protested for several days against unsustainable oil construction.®
The movement against companies grew internationally and 146 NGOs
operating in 22 countries, including 80 Russian NGOs, WWF, Greenpeace,
Rainforest Action Network, BANKTrack and Friends of the Earth, pressured
international financial lenders on both environmental and Indigenous
rights issues (Lee 2005). Supported by the local government, another
petition was sent to the EBRD in 2016 demanding a calculation of the
environmental damage and loss of fish stock due to the construction of a
liquefied natural gas plant. In January 2007, as a result of the campaign,
the EBRD finally denied a loan of $300 million to the Sakhalin-2 project. In
this way, actors involved in bottom-up GGNs successfully exercised power
by targeting the transnational nodes (banks), allowing them to exercise a
degree of power over the Sakhalin-2 consortium.

As a result of the Green Wave campaign, Sakhalin Energy adopted
multiple sustainability standards, including FPIC implementation, when
Royal Dutch Shell (then a key shareholder) committed to apply it to all its
global operations and, by doing so, empowered FPIC rights holders. The
Sakhalin-2 project found new investors when Sakhalin Energy started
implementing sustainability standards.

The Sakhalin-2 project relied on international financial institutions
for financial support and therefore experienced more pressure after the
Green Wave campaign than Sakhalin-1, which used ExxonMobil funds.
However, ExxonMobil’s global commitments and Sakhalin Energy’s
commitments are similar. When interacting with Indigenous Peoples, both
companies comply with the IFC Performance Standards on Environmental
and Social Sustainability, UNDRIP, ILO Convention 169 and the WB
Operational Policy and Bank Procedure on Indigenous Peoples.® Both
companies participate in the UN Global Compact and the GRI. Both
operators are committed to FPIC, but in the documents related to operations
on Sakhalin Island, only Sakhalin Energy explicitly emphasizes its
implementation of FPIC. Therefore, the power of the standards developed
can significantly change companies’ practices at implementation sites,
empowering Indigenous actors through private authority.

Sakhalin Energy established a tripartite partnership between the
state, Indigenous Peoples and the company in 2006, while ENL established
a similar partnership only in 2012. Prior to Gazprom purchasing shares
from Royal Dutch Shell in 2007, the Sakhalin-2 consortium mostly used
Shell’s social policies and standards (Wilson 2016, 77) yet did not declare
FPIC implementation on Sakhalin Island. For example, Indigenous NGO
Kykh-Kykh (The Swan) served as an intermediary for redistributing
Sakhalin Energy’s money, coming via the ‘Supplemental Development of
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Traditional Culture Fund’. A social fund also provided money for
healthcare and education (see Figure 10.5).

After the Green Wave campaign, in 2006, as recommended by the
IFC, Sakhalin Energy started the Sakhalin Indigenous Minorities
Development Plans (SIMDPs), each lasting for five years. These plans
were set up as part of a tripartite partnership between the Indigenous
Peoples, the regional government and Sakhalin Energy. They listed
multiple global standards and fully satisfied international lenders.

FPIC has been incorporated into SIMDP-2, and since then,
Indigenous Peoples have had the opportunity to determine the grant
competition winners and, via this mechanism, distribute Sakhalin
Energy’s money to beneficiaries. The company stated:

Figure 10.5 Power dynamics in the process of FPIC implementation.
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SIMDP is based on the international standards concerning
Indigenous peoples and including FPIC, which was recorded in the
UN Declaration on the Rights of Indigenous Peoples (2007) and is
included in the new Performance Standard 7 on Indigenous Peoples
of the International Finance Corporation (IFC). Sakhalin Energy
has become the first industrial company to apply this standard
successfully when interacting with society.”

FPIC implementation gives limited rights to Indigenous Peoples (Mahanty
and McDermott 2013). Both ENL and Sakhalin Energy inform Indigenous
communities about their operations and employ local Indigenous
observers to monitor grey whale populations (Sakhalin-2) or to observe
offshore oil exploration and its influence on fish (Sakhalin-1). The
companies employ local liaisons and have grievance procedures for
companies’ possible impacts on Indigenous livelihoods, fish stocks or
reindeer herding activities. However, the power the companies yield to
Indigenous ‘rights holders’ is limited. Indigenous Peoples cannot halt any
oil operations or influence companies’ plans. Despite global standards,
the state and oil companies remain major ‘power holders’ on Sakhalin.

Negotiation forums in GGNs adjust and decide how global standards
will regulate companies’ activities on implementation sites. The tripartite
partnership agreements became major negotiation forums where the
Indigenous Peoples have a say on how to spend grant money. On Sakhalin
Energy’s agreement, the Indigenous Peoples are given full authority to
distribute grants. This is how Sakhalin Energy sees FPIC implementation
and Indigenous Peoples’ empowerment. In the ENL partnership
agreement, all three entities (Indigenous Peoples, the regional
government and the company) are involved in grant decisions.
Importantly, ENL does not label this process as FPIC implementation.
Except for ExxonMobil’s global commitments, there are no ENL
indications related to FPIC implementation on Sakhalin. Because of its
reliance on investment from international banks, Sakhalin Energy holds
annual third-party evaluations by international and local teams of
experts. Indigenous grantees comment on SIMDP implementation and
the distribution of funds. Sakhalin Energy provides support to Indigenous
Peoples throughout Sakhalin Island, while ENL only supports Indigenous
Peoples living near the company operation sites.

In general, Sakhalin residents have positive opinions of both
Sakhalin Energy and ENL but acknowledge that Sakhalin Energy provides
funds for projects on the whole island (Wilson 2016). Indigenous
informants highlight that Sakhalin Energy funds traditional family
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businesses, in contrast to ENL, which only funds organizations. Sakhalin
Energy’s SIMDPs empowered Indigenous enterprises; however, the
Indigenous Peoples find these funds insufficient. The framework of
tripartite partnership with Sakhalin Energy allows Indigenous Peoples to
make decisions on the distribution of funds; however, this causes conflicts
and power struggles in communities: ‘In Nogliki there are many disputes
over funding because Indigenous people allocate money to their friends
and do not listen to expert groups, which leads to resentments when the
committee is changed.”® There are fewer conflicts in ENL’s distribution of
funds, as there are three entities to blame, not only the Indigenous
decision-makers. Residents assessed ENL's grant process as convenient
and mostly criticized the company because distributed funds go only to
the affected communities.

As we can see, the oil production GGNs described in this case study
adopted standards from the global nodes of governance design and are
successfully implementing many of these standards on Sakhalin.
However, the implementation of FPIC reflects Russian peculiarities; the
implementation process redefines FPIC through benefit sharing. Sakhalin
Energy’s FPIC implementation mainly focuses on how to distribute funds
allocated to support Indigenous communities and not on management of
the land and waters shared by the oil company and the Indigenous
Peoples. This type of agreement is not equivalent to UNDRIP’s conception
of FPIC, since the arrangements on Sakhalin do not explicitly allow for
community decision-making regarding resource development. Rather,
the situation on Sakhalin reflects a ‘watered down’ interpretation of FPIC
more closely resembling consultative forms of engagement, impact
assessments and benefit sharing through project funding.

Discussion

Our study of the FSC GGN reveals ambivalence created through the
presence of competing conceptions of FPIC, which are often difficult to
reconcile with contextual conditions in place during the adoption and
implementation of standards. This is compounded by the presence of
global actors acting across different scales. Different interpretations of
FPIC as a norm create ambivalence of power between actors. Thus,
Economic Chamber members interpret the introduction of a strong
normative FPIC definition, for example within the FSC’s IGIs, as a type of
power over, requiring them to comply with an FPIC formulation seen as
top-down, ill-adapted to cultural conditions and bringing unacceptable
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transaction costs. Simultaneously, FSC International’s FPIC requirements
represented power for Indigenous and communities’ rights and therefore
were supported by the Social Chamber and partly by the Environmental
Chamber, exemplifying the ambivalence of power within the FSC GGN
(Haugaard 2015).

The ambivalence of attitudes towards FPIC were manifested in
power struggles experienced during SDG negotiations. The FSC structure
equalized power among FSC actors and allowed compromise. Continuous
negotiation platforms were essential in adjusting and interpreting FPIC,
narrowing the scope of the ambivalence of power. Economic actors were
especially resistant to stringent global FPIC requirements and made
coordinated efforts to diminish and restrict FPIC applicability in Russia.
For example, the members of the SDG, representing economic interests,
revisited previously approved notions of who qualified as Indigenous as
per the FSC standard, who could be considered as rights holders and how
to define customary rights. They tried to use Russian national legislation
to avoid overcompliance in implementing FSC. Further, they tried to
diminish the scope of eligibility for FPIC and make its application as
restrictive as possible (Tysiachniouk et al. 2021). Social actors mobilized
FPIC as an opportunity to enhance local/Indigenous rights. Power
struggles were ongoing across the hierarchy of scales. Actors from FSC
International, as well as social actors from FSC Russia, tried to strengthen
the FPIC requirements.

After several years of negotiations, a compromise was reached. The
‘weak’ consensus was only reached because FSC internal rules do not
allow economic actors to overrule environmental or social ones. Thus,
while the global marketplace did provide a degree of empowerment to
local/Indigenous communities, this was tempered by the types of
mitigative measures achieved by the Economic Chamber within
negotiations. Our findings also show that a strong normative push from
the international level does not guarantee the enhancement of Indigenous
rights. For example, economic actors utilized the standard negotiation
process to propose narrowing the scope of the local and Indigenous
communities whose rights qualify for protection.

Our study of oil GGNs also showed the ambivalence of power
exercised by the interplay of global and local actors. The bottom-up Green
Wave market campaign against investment banks exercised power together
(power with) (Haugaard 2012). The top-down part of the GGN originating
from the investment banks exercised power over the Sakhalin-2
consortium and power for Indigenous people, who received both rights
and resources. As a result of these power struggles, the Sakhalin-2
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consortium was required to implement FPIC. The FPIC requirement,
discussed and accepted through global and local GGN negotiation forums,
became a step forward in the implementation of Indigenous rights despite
its meaning being significantly weakened.

The companies on Sakhalin have different dynamics surrounding
the adoption of FPIC. After NGOs and Indigenous groups opposed to oil
development on Sakhalin launched the Green Wave campaign, investment
banks imposed stringent requirements on Sakhalin Energy’s oil
consortium (Tysiachniouk et al. 2018). Sakhalin Energy adopted these
requirements, including FPIC, and developed FPIC implementation
procedures. However, their conception of FPIC did not represent a process
of granting or withholding consent for oil development. Indigenous
Peoples could make decisions on how to distribute the company’s
allocated funds but did not have broader decision-making authority.
Another Sakhalin oil fields operator, ENL, adopted CSR policies that do
not directly reference FPIC and utilized a limited interpretation of the
CSR mandate. This tendency to adopt restrictive definitions of FPIC has
been observed elsewhere (Yaffe 2018; Papillon and Rodon 2019).

However, in both the FSC GGN and oil consortium-driven GGNs, the
power of global standards provided support for the enhancement of local/
Indigenous rights in implementation sites, such as in FSC-certified forest
management units and places of oil extraction on Sakhalin Island. The
normative power of Indigenous People’s rights was articulated in
campaigns against unsustainable production practices. The UNDRIP and
ILO 169 conventions, adopted by companies, also highlighted rights and
brought some social change by allocating more power to Indigenous
Peoples.

In the case of the FSC, the overall process represented a multi-scalar
power struggle that was going on in multiple formal and informal
negotiation forums inside and outside the SDG and global to local forums
of FSC Russia and FSC International. Structural considerations, such as
national legislation, are not the only important factors in comparative
research on introducing new standards to institutional and organizational
environments (Judge-Lord et al. 2020; Vogel 2010). The negotiation
forums and implementation sites play roles at multiple scales in exercising
power and agency in the process of introducing social change
(Tysiachniouk et al. 2021).

In cases such as the FSC, efforts to implement FPIC in specific sites
may foster new power struggles on the local level, where FPIC must be
interpreted and adjusted to the needs and desires of local/Indigenous
communities. FSC-certified companies may contest such power struggles.
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Therefore, power struggles in FPIC implementation will continue on both
national and local scales. While promoting corporate reflexivity and
sensitivity to the needs of local societies, the process of commodifying
Indigenous and local rights is not unproblematic for the parties involved.

We found very different power dynamics in the oil and gas sectors.
In 0il GGNs, only companies that are borrowing money from international
financial institutions or whose foreign headquarters adhere to UNDRIP
and ILO 169 make an effort to implement FPIC-like arrangements in
Russia. In the Sakhalin case study, Indigenous Peoples demanded
ethnological expertise with subsequent compensation for damage. Only
Sakhalin Energy, a company registered on Sakhalin, clearly states its
implementation of FPIC (Tysiachniouk et al. 2018). However, with
existing FPIC arrangements, the Indigenous communities acquire an
opportunity to distribute a fixed amount of money allocated by the
company in the form of grants to local communities. UN representatives
and shareholders of Sakhalin-2 companies, as well as third-party
reviewers, seem to agree with FPIC implemented in such a particular way
(Tysiachniouk et al. 2018). Therefore, forums of negotiation between the
Indigenous Peoples focus on fund distribution. Indigenous Peoples are
familiar with company operations and can complain through established
grievance mechanisms, set up independently from FPIC, or via Indigenous
liaisons located in the settlements. With the Sakhalin-style FPIC
implementation, companies act under the power imposed by lenders and
global norms while providing local/Indigenous communities with very
limited opportunities for empowerment. Our chapter demonstrates that,
in this case, the power of private economic actors prevails.

Conclusion

Historically, GGNs in the form of market campaigns were important for
persuading companies to adopt different kinds of sustainability standards.
The integration of social requirements raised expectations regarding
corporate behaviour, leading to the creation of new relationships and
more complex power dynamics between Indigenous/local communities
and corporate entities. As has been shown in this chapter, this includes a
complex interplay of actors at various scales. For example, in the FSC and
Sakhalin case studies, market campaigns against unsustainable business
operations were instrumental in pushing for the establishment of private
regulatory approaches. Historical worldwide market campaigns were
extremely important for promoting the adoption of the UNDRIP
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guidelines and ILO 169 by all large financial lending institutions, such as
the EBRD, WB and others, which in turn became the key nodes of
governance design through private authority. Adoption of these global
standards by banks and investors allowed bottom-up market campaigns,
such as Sakhalin’s Green Wave, to be successful and foster changes to
companies’ practices in the sites of implementation.

Generating the capacity of GGNs, both historical and those
described in this chapter, is determined by shifting power dynamics in the
networks involved, which can result in ambivalent effects. When a
voluntary certification scheme, such as the FSC, is well established, the
role of NGO-led market campaigns, that is, bottom-up GGNs, diminishes
since there is an effective instrument that can separate sustainable
markets from non-sustainable markets. With an established FSC scheme,
the top-down part of the GGN, linking transnational and local places,
plays a major role in governing forest management in FSC implementation
sites. This was apparent in the coercive ability of the international norm,
which, through the IGI design, required a certain level of conformance to
what is an internationally sanctioned principle. The ambivalence of
power, that is, power over the companies and power for local communities,
of the top-down standards enforced through private authority becomes
increasingly important. However, pushback from industrial actors on the
ground, who are accustomed to contextually bound interpretations, can
create dissonance and ambivalence of power. In this study, this push—pull
between international networks and local actors was very evident.

The power struggles that we bring to light in this chapter involve a
complex dynamic of actors on multiple scales. The situations in specific
cases of FPIC implementation depend on the histories of NGO- and
Indigenous-led market campaigns in the form of GGNs stretching from the
implementation sites to the global nodes of design. Therefore, the cases
described in this chapter are not only about an ambivalence related to the
coexistence of opposing forces, such as industry and civil society, but also
about tensions between international and national forums of negotiation.

The chapter demonstrated an increasing role of private actors in
promoting Indigenous Peoples’ rights using market instruments. This is
especially important in countries with vast natural resources, such as
Russia, that have not ratified ILO Convention 169. In global sustainability
standard certification schemes, private actors are taking the lead in
fostering FPIC application. The same tendency is observed in policies of
lending institutions in the mineral extraction sector, where certification
schemes do not exist. Therefore, the private authority’s role in global
policy setting is increasing.
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One of the limitations of this study is that we were not able to do a
comparative analysis of FPIC implementation in forest and oil sectors by
specific TNCs. FPIC was introduced to Russia earlier in the oil sector than
in the forestry sector. Future research will help show how FPIC
implementation in Russia and beyond will play out in specific forest
management units and the political agency this will afford Indigenous
and local communities. More research is needed to understand how FPIC
implementation is evolving in the oil and gas sectors and if and how it will
shape public policy under pressure from private actors.
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How brand holders have deprived
counterfeiting of legitimacy in Russia
since the early 2000s

Zoya Kotelnikova

Introduction

Copyrights, patents and trademarks gained significant importance for the
transnational corporate economy in the twentieth century (Hart 2010).
The peak of trademarks’ popularity coincided with the rapid growth of
counterfeit goods, making up 5-7 per cent of total international trade
(International Anticounterfeiting Coalition 2008; Kotelnikova 2008). In
general, counterfeiting refers to ‘a range of illicit activities linked with the
trademark infringement’ (OECD 2007, 8). Not only individual
entrepreneurs but also entire nations were involved in the production and
distribution of counterfeit goods, mainly due to the abundance of cheap
labour and the global diffusion of technology coupled with the absence of
restrictive legislation (Bamossy and Scammon 1985).

The increasing share of counterfeit goods in world trade pushed
some developed countries to redouble their efforts to protect major brand
owners through global policy diffusion in the wave of liberalization in the
late twentieth century (Sell 2003; Dobbin et al. 2007; Archibugi and
Filippeti 2010). As a result, 50 developing countries adopted international
intellectual property (IP) laws and started policing intellectual property
rights in the 1990s (Hart 2010). Similarly, in the early 1990s, Russia
signed 18 major international treaties on intellectual property rights
(IPR)' and adopted special legislation on IPR.? Moreover, the new
Constitution of the Russian Federation affirmed IPR protection as a
constitutional right in 1993.
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Despite the adoption of IPR laws, Russian markets were heavily
affected by counterfeiting, particularly in the 1990s. Due to the shocking
proportion of fakes, international experts noted that ‘Russia has the
dubious honour of being one of the world’s worst intellectual property
offenders’ (Eugster 2010, 131). Counterfeited goods included clothes,
cigarettes, medicine, food, automobile parts, computer software, mobile
phones and wristwatches. In some product categories counterfeit goods
accounted for 70-80 per cent of retail turnover (e.g., sportswear) (Radaev
et al. 2008).

By the late 2000s, however, the proportion of counterfeit goods had
decreased significantly to 10-20 per cent of Russian retail trade turnover
(Radaev et al. 2008; 2010). According to the Property Rights Alliance,
Russia’s IPRI score increased, placing it sixth in the Central Eastern
Europe and Central Asia region in 2007.° Nevertheless, what caused such
dramatic changes in the scope and structure of counterfeit trade in Russia
still remains unknown.

The chapter aims to reconstruct, from a bottom-up perspective, how
the emerging markets changed under the increasing globalization of the
corporate economy. It is based on two premises. Firstly, transnational
corporations were a powerful force driving the significant reduction of
counterfeit goods in local markets. Secondly, their IPR protection
strategies were complicated since globalization of national markets
inevitably generated ambivalence — the coexistence of opposing forces —
in behaviour (Hajda 1968, 21).

Thus, picking the postulate of ambivalence, I focus on how global
firms secured their intellectual property rights in Russian markets between
the early 2000s and 2010s. For this purpose, I examine brand holders’
contradictory attitudes towards fakes because evidence exists that the
coexistence of brand manufacture and counterfeit production is beneficial
for both parties (Saviano 2008); I analyse the strategies applied by
transnational companies to convert their economic resources into political
influence; and I demonstrate how they interacted with the authorities and
private security firms to make the Russian market toe the global line.

This chapter is structured as follows. It starts by setting out the
theoretical premises drawn from the literature, describing how firms
protect their property rights and indicating two origins of social
ambivalence. Next, the data and methods employed are presented. In the
results section, I present the main research findings on how global
companies contributed to reducing counterfeit goods in local markets.
The chapter concludes with a discussion of how ambivalence and power
are intertwined in markets.
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Three approaches to property rights protection in
the economy

Trademarks, along with patents and copyrights, refer to intellectual
property, which has its distinctive features. Unlike tangible objects, which
exist independently of private property rights, intangible assets are
‘constituted directly through law, and exist because of law’ (Carruthers
2015, 129). This makes the legal order critically important to those who
own trademarks and other intangible assets. Trademarks are traditionally
governed by civil law, which guarantees trademark owners exclusive
rights to use them for commercial purposes.

In the context of IP, legislation is necessary but not sufficient.
Intellectual property enforcement is even more important, as it reflects
how legality is socially experienced. As Johns explains, ‘[i]t takes shape
not only through the stipulation of laws and treaties, but also through
actions societies take to put those laws and treaties into effect in homes,
offices, factories, and colleges’ (2009, 497). Besides, IP law enforcement
practices do not work properly without social legitimacy (Carruthers and
Ariovich 2004). Intellectual property ‘exists only as it is recognized,
defended and acted upon’ (Johns 2009, 497).

Three approaches to property rights protection can be found in the
literature (Markus 2012). Firstly, economic actors privately secure their
property rights with the help of their reputation, supported by repeated
social interactions, community power and societal culture. Economic
obligations are thus enforceable without recourse to the law or coercion
(Portes and Sensenbrenner 1993). Secondly, a third party possessing
coercive resources (e.g., state or mafia) is committed to enforcing the
economic actors’ property rights. Since the state specializes in coercion,
it is highlighted as being uniquely qualified to ensure compliance with all
kinds of rules (Carruthers and Ariovich 2004), while economic actors
appear to be the mere recipients of policy-making (Markus 2012). Thirdly,
economic actors can secure their property rights through alliances with
stakeholders, including neighbouring communities, the labour force, and
foreign actors, such as investors, media, non-governmental organizations
and governments (Markus 2012, 249). Alliances are defined as ‘groups
with common interests’. Joining informal or institutionalized alliances,
members accumulate the common resources, which allow for restraining
potential aggressors, imposing financial or political types of costs on the
latter (Markus 2012, 249).
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Markus (2012, 249) emphasizes that ‘the literature tends to neglect
the potential that firms have to improve PR security at the company level’,
treating the state as ‘the only actor able to enforce property rights’. The
alliance-based argument was empirically shown to be influential in post-
communist countries, where alliances with stakeholders around firms
matter because they reduce threats from the state as well as private
predators (Markus 2012).

This chapter follows a bottom-up perspective, with a particular
focus on the work of building alliances conducted by global brand owners
to protect their intellectual property rights.

The two origins of ambivalence in post-communist
countries

The existing literature indicates that under special circumstances,
ambivalence moves to the fore (Hajda 1968). In the context of post-
communist countries, ambivalence can be conceived as an experience of
the blurred boundaries between public and private regulation generated
from both ‘transition’ and globalization.

The transition economies are characterized by an increase in private
and informal forms of regulation due to the imperfectness of both state and
market. In the case of weak or failing states that cannot maintain property
rights, businesses and citizens wishing to protect their property rely on
‘private’ enforcement services (mafia) (Volkov 2002; Carruthers and
Ariovich 2004) or alliances with stakeholders around firms (Markus 2012).
Aweak state is expected to be disciplined by economic actors (Markus 2012,
248). Meanwhile, market failures push businesses and citizens to increase
cooperation with government agencies through both formal communication
(e.g., business association as corporate-state interface) and informal
practices (e.g., mutual informal assistance) to eliminate market
imperfectness (Ledeneva and Shekshnia 2011; Yakovlev and Govorun
2011). This business—state cooperation may take many forms. For example,
in the mid-2000s, Russia saw how mafia was displaced by horizontal
networked structures of representatives of various state law enforcement
bodies which engaged in law enforcement entrepreneurship (Volkov 2018).

The growing global governance structures which play a pivotal role
in disciplining national markets should also be taken into account. Not
only do brand holders operate at both the global and local levels, but also
the intellectual property defence industry has become globalized and
transformed from dispersed and discrete businesses into a coherent and
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high-technology enterprise combining the interests of states, corporations,
multinationals and world bodies (Johns 2009, 498-9). For example, in its
economic policy agenda, the 2007 G8 summit addressed the global
problem of IPR protection. The year 2004 saw the first Global Congress
on Combating Counterfeiting and Piracy convened by the World Customs
Organization and Interpol, with the support of the World Intellectual
Property Organization. In 2002 Interpol created an Intellectual Property
Crime Action Group (Kotelnikova 2008). This intellectual property
defence industry which came into existence in the 2000s contributed to
the decreasing dependency of individual enterprises on the nation state
(Cavusgil 1993).

Emerging markets and global governance problematize the
traditional basis of legal promulgation and rule enforcement (Carruthers
2015, 128), contributing to a shift away from public law-making towards
private law-making and, thus, to the blurring boundaries between public
and private authorities.

Data and methods

This chapter draws on 90 in-depth interviews collected by the author and
research fellows from the National Research University Higher School of
Economics (HSE University) within several consecutive research projects
from 2003 to 2016 (headed by Vadim Radaev),* including 16 interviews
collected in 2003, 21 interviews in 2008, 19 interviews in 2010, 14
interviews in 2011 and 20 interviews in 2016. Among the 90 interviews,
51 were carried out with managers of transnational companies and 39
with representatives of enforcement authorities and legal experts,
including customs inspectors, officials of the Ministry of Internal Affairs,
IPR lawyers, representatives of private security firms and business
associations dealing with counterfeiting problems (see Table 11.1).

Informants were recruited through the contacts of the trade
associations RusBrand, the Association of European Business and the
Association of Trading Companies and Manufacturers of Electrical
Household and Computer Equipment (Association RATEK).

Brand holders were largely represented by global multi-branded
manufacturers and marketers promoting a wide range of consumer and
professional products across the world. Participating in the interviews,
brand holders’ representatives were asked to limit the topic to the products
and brands which were the most vulnerable to infringements. The observed
transnational companies comprised 12 fast moving consumer goods
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Table 11.1 Characteristics of the interviews

Informant Type Year/Number Total
2003 | 2008 | 2010 | 2011 | 2016 | 2003-16

Brand holders 16 11 6 8 10 51

Government — 1 1 1 3

Trade associations — 1 4 — 1

Enforcement — 4 2 2 — 8

authorities

Private security — 2 2 1 2 7

firms

Law firms — 2 3 1 3 9

Patent attorney — — 1 — —

Logistics company — — — 1 1 2

Total 16 21 19 14 20 90

(FMCG) market segments: food and drink (coffee, mineral water, tea, etc.),
medicine, sportswear, alcoholic beverages, tobacco products, cosmetics,
perfume, body care products, hygiene care products, cleaning and
detergents, batteries, razor blades, insect repellent, fur coats, home
appliances and consumer electronics. Thus, the scope of this survey is
limited to FMCG goods. The interviewed brand holders primarily
represented the proactive market leaders; small businesses and copyright
infringers were not covered by the projects. The average interview length
was 60 minutes. In some cases, interviews were repeated.

The interview analysis was based on flexible coding, implying a
three-step process: indexing and cross-case memos, applying analytical
codes and examining the cross-case reliability of thematic codes
(Deterding and Waters 2021).

Dedoose was used as the QDA (qualitative data analysis) software
package to process the interview transcripts, including writing memos,
coding data with thematic labels, adding organizational demographic
information and so forth.®

Additionally, this chapter provides judicial and legal statistics
extracted from the Supreme Court of the Russian Federation, the
Arbitration Court of the Russian Federation and the Federal Customs
Services of Russia to visualize some dynamics.
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Research findings

The history of markets for counterfeit goods in Russia went through three
distinctive stages. The first stage, between 1992 and 2001, was
characterized by a significant gap between legality and legitimacy in
relation to counterfeit goods: despite the existing IP laws adopted in the
early 1990s, IP infringements were widespread and socially accepted. The
unauthorized use of trademarks was not considered a crime by most
consumers, authorities and entrepreneurs. The second stage started in
2002, when the 1992 Law of the Russian Federation on Trademarks,
Service Marks and Appellations of Origin of Goods was amended. Between
2002 and 2008, global brand holders were successful in combating fakes,
collaborating with the public authorities and establishing proper IPR
policing practices in Russia. In 2008 the new Part IV of the Civil Code came
into force and replaced a number of previous specialized IP laws. The third
stage started in 2008, since which time global brand owners have faced
new challenges: the Eurasian Customs Union was set up, a series of
economic and political crises arose and so forth.

Brand holders” ambivalent attitudes towards fakes

Brand holders’ behaviour towards counterfeiting is ambivalent. At the
initial stage, rather than actively defending their intellectual property
rights, some global manufacturers disregarded counterfeiting because
fakes promoted their brands and developed consumer loyalty to their
products in a new market.

All sorts of sunglasses produced by French and Italian firms ... they
said that they did not care a jot about it — counterfeit what you want.
... On the contrary, it was important for us that our trademarks
were becoming popular, and then we would enter the markets ...
(Director, business association, 2007)

Entering the Russian market, most branded manufacturers were reluctant
to inform consumers that their goods were being counterfeited. As fakes are
a socially sensitive issue, the brand holders were fearful that consumers
would stop buying their goods and switch to their competitors’ brands,
knowing that fakes were in the FMCG markets. Moreover, in markets for
medicines, regulators had a right to withdraw goods of a given brand from
the market if fake pharmaceuticals were found in commercial circulation.
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The problem is as follows: if I begin to shout that I have a lot of
fakes, the consumer is pushed to think that it would be better to not
deal with me. S(he) will go to another guy who does not yell, giving
the impression that (s)he has no problem. So, when we raise the
issue of fakes in the media, it is better to do so on behalf of an
association, thus not distorting consumers’ perceptions. This
problem s then ... a problem of society but not of the given company.
(Top manager, British multinational consumer goods company,
owning over 400 brands, 2003)

Brand holders also recognized that counterfeits cannot be driven out of
the market by means of economic competition alone. Fakes are several
times cheaper than the genuine goods, presenting a profitable business
with a low risk of being punished, especially in the 1990s when fakes
were socially legitimized. Given that legal institutions did not work
properly in the country, the costs of fighting counterfeiters under civil law
were too high for those companies.

In some cases, they [lawyers] said ‘yes, you can do that but it will
cost so much, take a lot of time, and take a toll on your nerves. Make
a decision by yourself.” So, we decided not to bother. (Top manager,
American multinational manufacturer of household cleaning
supplies and other consumer chemicals, 2003)

Thus, brand holders have been reluctant to fight counterfeiting openly
and on their own, looking for alternative anti-counterfeit policies. At first,
they started working with law firms and private security firms.

Applying private force

The global companies considered the operational and investigative
activities needed to fight infringers as too labour-intensive, time-
consuming and expensive to undertake on their own. Therefore, they
outsourced the work to law firms and private security firms which assisted
them with the prosecution of counterfeiters. Law firms were specialized
in protecting the brand holders’ IP rights (trademark registration, pre-
trial and in-court dispute resolution, representing brand holder interests
in the legal field, etc.), while private security firms were mainly involved
in search and operational tasks, such as market monitoring, collection of
evidence, raids, detention and so forth. The brand holders chose law
firms and private protection agencies to deal with on the basis of
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recommendations received from business networks, associations and
public enforcement authorities.

Interviewer: How do you select these private security companies?
Informant: Now we have recommendations from the association. Back
[in the early days of] ... security companies, we had recommendations
from militia ... (Top manager, American global manufacturer and
marketer of consumer and professional products, 2003)

Generally, law firms and private security firms in collaboration with brand
holders considered their main task to be applying pressure to markets and
making them toe the line. Law firms and private protection agencies
provided full-scale services in brand protection through their contacts with
awide range of public enforcement authorities and courts. Specifically, the
services provided by law firms and private protection agencies included
market research and market monitoring, consulting and costs evaluation,
trademark registration, searching and detecting, evidence gathering, test
purchases, detention, enforcement (pre-trial and in-court), storage of
confiscated counterfeit goods, dealing with public enforcement authorities
and overseeing the destruction of counterfeit goods.

Dealing with transnational companies, local law and security firms
also began to embed themselves into the global intellectual property
defence industry.

I gave a presentation in Japan, they studied security firms ... All of
us were invited to Japan to engage with this thing ... There I gave an
interview with all broadcasting companies. (Head, local private
security firm, 2008)

Exercising collective power

Subsequently, brand holders turned to the use of political power and
coercive resources. They established business associations with their
direct competitors and forged informal alliances with stakeholders,
including state regulators and public enforcement agencies.

I think that, thus, we can have influence at the legislation level, on
the state and power elite. You know, I cannot stay at customs every
day; therefore, it is necessary to create the atmosphere and system
which would control all those things. Through common efforts, we
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can solve the problem. We have something to negotiate. We have big
money, large sales, and we can influence it. (Top manager, Swiss
multinational food and drink company, 2003)

Combating the counterfeit markets, the brand holders used business
associations as formal and depersonalized structures to transform their
economic power into political influence through collective movements.

There were two special reasons pushing brand holders to conduct
collective actions. Counterfeiters produced and distributed fakes of popular
brands owned by different companies at the same time. The transnational
companies whose IPR were infringed had to join forces during investigations
and trials against violators. Brand holders that actively fought counterfeiters
caused other companies to join their efforts, because counterfeiters easily
switched to brands that were poorly protected.

Joining the trade associations, the brand holders pursued a variety
of aims. The brand holders coordinated their activities against
counterfeiting (e.g., consolidation of partial interests and development of
common plans). They lobbied government ministries and the State Duma.
They engaged in regular dialogue with enforcement authorities in order
to develop mechanisms of efficient control. Finally, with the help of
business associations, the global brand holders were able to make their
efforts visible to the state regulators and consumers.

We cheer and salute that associations and other organizations are
established to fight against counterfeit goods. Because we, along
with our department, have solved the problems in Moscow and St.
Petersburg, but we cannot overcome two things — we cannot amend
the legislation in Russia, and we cannot individually resolve the
problem with falsified goods across all of Russia. (Top manager,
largest producer of natural mineral waters in the countries of the
CIS and the Baltic states, 2003)

Turning from private interests to the public good

The brand holders considered that the interests of the authorities were
much closer to their own than to those of consumers in the context of the
fight against counterfeiters.

[11t is reasonable that what should be done is at the level closest to
our experience, i.e. it could be our partners — people who are
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engaged in retailing or it could be trade inspections, at the level of
Customs, those who are to some degree involved in the provision of
our goods to the final consumer ... (Top manager, American
manufacturer of batteries, 2003)

At first, the state regulators had no incentives to intervene in the process,
preferring that the brand holders dealt with counterfeiters via private
channels.

I don’t think the government agency is interested in that. I mean I
have to continue to do it in a private way. We have to use a private
lawyer, private security. (Top manager, American global manufacturer
and marketer of consumer and professional products, 2003)

In the early 2000s, the general political context became conducive to
brand holders pressuring public authorities from the bottom up because
Russia was seeking to enter the World Trade Organization. The branded
manufacturers tried to convince the public authorities that counterfeiting
had led to significant losses for the state budgets because infringers did
not pay taxes, fees and customs duties. It was also necessary to protect
citizens from potential health hazards related to the low quality of fake
goods. They pushed the authorities to reframe counterfeiting not only as
a problem that private branded manufacturers faced but also as a form of
social harm that concerned the whole of society. In this way, they sought
to transfer the struggle against counterfeiting from the domain of partial
commercial interests to the domain of public goods, so that the
government would also be motivated to take responsibility.

[Clounterfeiting is primarily a social problem; this is a problem of
the state. (Head, local private security firm, 2008)

Brand holders were not keen to leave it to the government agencies to
solve the problem (even more, they were against being mere recipients of
the state policy). Rather, they put the problem of intellectual property
rights at the forefront of government officials’ minds. The transnational
companies realized that when using political resources they obtained
more control over consumer markets, which they could manage privately
in order to secure their intellectual property rights and profits.

The only thing I'm afraid of — no matter how it happens —is that the
state will say in a whisper that the problem of enforcement of
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intellectual property constitutes an argument among economic
actors. In other words, the state will extricate itself further and
further and end up just being an arbitrator. And yet what we want
is for the state to directly demonstrate and use its force. On the one
hand, we want to initiate the force, but, on the other, we want be a
part of this process, but without having to face the problem alone.
(Top manager, American multinational supplier of sports footwear,
apparel, equipment, accessories and services, 2008)

Providing information and expertise is one of the key tools for brand holders
to influence the state regulators. The transnational companies collect
empirical data on how markets work regularly. They also have a staff of sales
representatives operating on local markets, reporting on the discovery of
fakes. The brand holders periodically initiated research initiatives in
cooperation with reputable research institutions to measure the number of
counterfeiters, to estimate losses in state budgets and so forth. All the
mentioned efforts to monitor markets allowed the brand holders to impress
on officials how acute the problem of counterfeiting was in Russia.

Results of the public force utilization

The brand holders indicated that an improvement to the existing
legislation was a priority for future collaboration. The existing IP laws
were deemed compatible with international standards but were not fully
effective, as some of the procedural issues were vague. For example, the
brand holders had been working on two amendments, introducing (1) a
sanction to destroy confiscated counterfeit goods, which judges would be
able to prescribe, and (2) a right to confiscate equipment that was rented
by infringers to manufacture fakes. The brand holders used two main
mechanisms to amend laws: political lobbying organized through
business associations and targeted work with law firms. The cumulative
efforts of the brand holders resulted in numerous amendments to the
Administrative Code, the Code of Administrative Misdemeanours, the
Criminal Code and the Criminal Procedure Code in the 2000s.

Interviewer: So, amendments to the legislation are a priority?
Respondent: Above all ... Principally, the legislation is normal, just
normal mechanisms need to be elaborated. Instructions are needed.
Subordinate acts and other things are needed to work properly. This
is the first thing. (Top manager, American supplier of safety razors
and other personal care products, 2003)
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It is worth noting that all those amendments generally implied two
things: firstly, the tightening of sanctions against copyright violators, and
secondly, the expansion of law enforcement authorities’ powers, allowing
them to prosecute IPR infringers under administrative and criminal law
(for more details, see Radaev et al. 2008; 2010; International Intellectual
Property Alliance 2008).

In the anti-counterfeiting context, the brand holders dealt with
enforcement agencies on a regular basis. However, the companies can be
divided into several groups, depending on how they were involved in
working with the enforcement authorities. Some companies preferred to
contact the enforcement authorities directly, having their own
departments and staff responsible for personalized work with the
enforcement authorities. Other companies chose an alternative strategy,
preferring to deal with the enforcement authorities indirectly — with the
help of business associations, private protection agencies and law firms.
Furthermore, from their headquarters, the global managers decided to
coordinate this work with enforcement authorities themselves and not
involve local management. There was also a third group of brand holders
who took all available opportunities to establish and maintain
relationships with enforcement authorities, working with them both
directly and indirectly.

We have our own special department for combating fake goods, in
which we work in two directions: with the state trade inspection
and with the Ministry of Internal Affairs. We make full use of both
channels. All the information that is generated from our marketing
research, we have purposely passed to enforcement authorities over
the last three years, primarily to the department responsible for
combating economic crimes, and, in cooperation with the trade
inspection, we conducted market audits, etc. — we tried to use to the
full all the opportunities that those two channels and the legislation
provided. (Top manager, largest producer of natural mineral waters
in the countries of the CIS and the Baltic states, 2003)

We deal with the Ministry of Trade, as the trade inspection
responsibility resides there, and with the regional department for
combating economic crimes — with all, but not always directly, we
sometimes work with help of intermediaries — lawyers, let’s say law
firms, business associations, etc. (Top manager, American supplier
of safety razors and other personal care products, 2003)
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Each company developed its own strategy, depending on the nature of the
problems it faced, on its relations and contacts with enforcement
authorities, on the experience it had accumulated and on its subjective
perceptions of the effectiveness of the work of a given enforcement
authority. Some brand holders decided to focus on working with customs
officials because they had problems with imported fakes. Other brand
holders chose to contend with the fakes circulating in retail, thus
cooperating more intensively with trade inspections. Still other brand
holders opted to take action against the manufacturers of fakes
themselves, soliciting assistance from the Ministry of Internal Affairs.
Finally, there was a small group of activists among the brand holders who
preferred to deal with all the enforcement authorities simultaneously.

Generally, brand holders worked with enforcement authorities in the
following ways: providing them with marketing information; conducting
joint raids; providing expert knowledge on how to distinguish fakes from
genuine goods; establishing working groups and committees; developing
joint mechanisms of problem solving; conducting educational initiatives;
and issuing information leaflets, recommendations and so forth.

One of the important aspects of the brand holders’ work with
enforcement authorities was educational activities. Brand holders held
training sessions and seminars for enforcement authorities to improve
their knowledge and skills concerning intellectual property matters. They
also published information leaflets, guidelines, instructions and protocols
in order to make the policing practice easier for public authorities.

Just three years ago, many companies started their work in this
direction. They began to conduct active seminars and training
sessions for the Higher School of Militia, for the Academy of the
Ministry of Internal Affairs, and for the Federal Customs Service ...
At those regional and all-Russian conferences, we gave presentations
to and educated customs officials ... Since 2004, active work has
been undertaken. We conducted educational seminars for judges as
well as for the Prosecutor’s Office. The Prosecutor General’s Office
of the Russian Federation actively joined that initiative. (Top
manager, British multinational consumer goods company, owning
over 400 brands, 2008)

Moreover, the brand holders, in cooperation with the enforcement
authorities, developed institutional mechanisms for dealing with
counterfeiters. One of these was the Customs Register for Objects of
Intellectual Property introduced in 1999. Additionally, brand holders
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provided customs officials with ‘efficient prices’, indicating the threshold
below which no one company could import goods into the Russian
Federation.

As a result, brand holders managed to activate the public force

against counterfeiters, thus reducing the amount of fake goods in Russian
markets. The number of legal cases initiated by public enforcement
authorities and brand holders against the illegal use of registered
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Figure 11.1 The number of legal cases initiated by Customs against illegal
use of trademarks, 2004—19. Source: Federal Customs Service of Russia data.
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Figure 11.2 The number of arbitration courts trials against administrative
violations (illegal use of trademarks), 2004-19. Source: Arbitration
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Figure 11.3 The number of market dealers sentenced under Article 180, Part
1 of the Criminal Code (illegal use of trademarks), 2004-19. Source: Data of
Judicial Department under the Supreme Court of the Russian Federation.

trademarks increased severalfold in the mid-2000s (see Figures 11.1—
11.3). For example, with some fluctuations, the number of legal cases
initiated by Federal Customs against the illegal use of trademarks
increased sixfold (from 154 to 971), the number of arbitration court trials
against administrative violations was nearly 17 times higher (from 413 to
6,921) and the number of market dealers sentenced under Article 180,
Part 1 of the Criminal Code was almost 26 times higher (from 8 to 206)
between 2004 and 2019.

Discussion and conclusions

Property and politics are necessarily intertwined, as ‘the right to control,
govern, and exploit things entails the power to influence, govern, and
exploit people’ (Carruthers and Ariovich 2004, 23). Intellectual property
is very peculiar since it exists only thanks to the law and its enforcement.
In this sense, social legitimacy is crucial, providing a basis for the formal
order to exist.

It should be stressed that brand holders’ attitudes towards
counterfeits are ambivalent in several ways. Firstly, they perceive
counterfeit goods in terms of both loss and profit, implying that
counterfeiters may harm the registered trademarks, but at the same time
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they make the brands more recognizable and more valuable among
consumers (Saviano 2008), given that some people knowingly buy fakes
(see also Craciun 2012). Secondly, branded manufacturers are forced to
hide from consumers the truth about how widespread counterfeit goods
are in the market, not wishing to lose potential consumers who do not
want to purchase fake products by chance. Thirdly, the brand holders
oscillate between two poles: whether counterfeiting is a private problem
of a given company or whether this is an issue the state has to deal with.

The situation for the brand holders intending to secure their
intellectual property was even more complicated due to the under-
institutionalized conditions of the Russian transition economy. It
appeared to be costly, inefficient and harmful to the brands for companies
to take action against counterfeiters on their own through the civil
legislation in collaboration with private security firms.

All the above pushed global brand holders to seek access to political
resources (the threat of physical coercion, to use Max Weber’s term) to
solve their partly commercial issues caused by unfair competition from
counterfeiters. The brand holders needed collective power (Parsons
1963) to raise collective awareness and demand social changes.

To exercise their collective power, the transnational companies
joined together to form trade associations — depersonalized supra-market
structures that helped them make anti-counterfeit measures socially
visible. Our findings are consistent with previous research demonstrating
that ‘business associations (especially the industry-wide and “leading”
ones) consolidate the most active, advanced companies and act as
collective representatives of their interests’ (Yakovlev and Govorun
2011, 21).

In addition to collective movements organized within markets,
transnational companies forged informal alliances with the authorities.
Forging alliances was possible due to the bounded solidarity (Portes and
Sensenbrenner 1993) emerging between branded manufacturers and
authorities against copyright infringers. Branded manufacturers did a lot
to reframe the anti-counterfeit struggle as a public good rather than a
private one. For these purposes, economic actors employed such
mechanisms as defining common group interests (Dobbin and Jung 2016,
176) and educational activities — to promote new patterns of feeling,
thinking and acting towards an issue. The brand holders also lobbied for
numerous legal amendments, contributing to the expansion of the powers
of the public enforcement authorities in relation to IPR infringements. All
the above contributed to changing the boundaries between illegitimacy
and legitimacy towards trademarks as intellectual property.
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Brand holders’ motivational ambivalence towards counterfeiting
resulted in the emergence of ‘power with’ those who possessed private and
public coercive resources to exercise indirectly ‘power over’ those who
infringe their IPR. Thus, firms exercise their power in markets ambivalently,
turning power into a ‘silent’ and invisible dimension of economic action.

Our research findings contribute to the discussion that previous
studies tended to underestimate the potential of economic actors and to
overestimate the opportunities of the state to secure property rights, by
preferring top-down concepts to bottom-up ones (Ledeneva and
Shekshnia 2011; Markus 2012). From a bottom-up perspective, private
and public enforcement were discovered to be not so much choice
alternatives for businesses but rather two poles between which economic
actors oscillate to protect their property.
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Notes

1 The Universal Copyright Convention, the Berne Convention for the Protection of Literary and
Artistic Works, the Paris Convention for the Protection of Industrial Property, the Madrid
Agreement on the International Registration of Trademarks, the Protocol to the Madrid
Agreement and others.

2 The 1992 Law of the Russian Federation on Trademarks, Service Marks and Appellations of
Origin of Goods, the 1992 Patent Law of the Russian Federation, the 1993 Copyright Law and
Neighboring Rights of the Russian Federation and others.

3 International Property Rights Index. Accessed 9 March 2022. https://www.international
propertyrightsindex.org/country/russia.
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4 ‘Scales of grey imports and counterfeits in Russian FMCG markets’ initiated by RusBrand
(2002-3); ‘Changes in the scales and the forms of the struggle with counterfeits in Russian
FMCG markets’ initiated by RusBrand (2008); ‘The primary trends in the counterfeit markets
and the potential impact by the Customs Union’ initiated by RusBrand (2010); ‘The impact of
parallel import legalization on FMCG markets’ initiated by RATEK and RusBrand (2011); ‘Main
forms of illicit goods turnover in the Russian FMCG markets and their countermeasures’
initiated by RusBrand (2016-17).

5 Dedoose. Accessed 9 March 2022. http://www.dedoose.com/.
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Academic excellence through
homogenization? Gaining legitimacy
from the strategic positioning of
top-ranked universities

Ivan Pavlyutkin and Anastasiia Makareva

Introduction

As ways of differentiating between institutions in higher education
systems, national and global rankings have introduced a stratified frame
of vertical positioning for universities, based on their performance and
reputational assessment (Altbach 2018; Rindova et al. 2018). As part of
the general trend towards quantification and commensuration in the
world of organizations, rankings make it possible to compare different
universities according to common metrics (Espeland and Stevens 1998).
As a result, various local and national universities can be socially
categorized and publicly recognized by virtue of their position in the
global rankings and be divided into high-, middle- or low-status groups
(Stensaker et al. 2019).

On the one hand, the impact of global rankings is undeniable — as
Marginson (2007) suggests, global university rankings impact the
behaviour of a variety of actors and institutions both within and outside the
field of academia to an unprecedented extent; a similar vision has also been
supported by Altbach (2012). Additionally, Hazelkorn (2017) focuses
particular attention on the ways in which university rankings have come to
have a significant impact upon different environments. On the other hand,
from the time global rankings were first introduced, they have hurt the
collective feelings of many university communities worldwide, meaning
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that some of them came under pressure to redouble their efforts to
implement new initiatives aimed at improving their positions, as their
status honour was at stake (Yudkevich et al. 2016). Global rankings, in
turn, have been criticized by scholars and university administrators for
their weak methodology, irrelevance and volatility, rigidity and other
negative effects that consequently emphasized the injustice and subjectivity
of this form of differentiation (Pusser and Marginson 2013).

Nowadays, rankings take advantage of the power they exercise and
possess and have hence become influential tools for political and economic
mobilization in many countries. This can be seen in the special programmes
of academic excellence that governments have introduced with the aim of
entering the closed status group of elite universities (Froumin and Lisyutkin
2015; Hazelkorn 2015). Today hundreds of universities from various
countries are involved in the status game known as the ‘global academic
race’—not only are they ranked but they also act as if they were, are and will
be ranked. Global and national rankings along with awards, ratings and
accreditation became toolkits for the social construction of university
organizational status (Brankovic et al. 2019). This means that ranking
universities is not a one-time act but rather the accumulation of ranks over
time, a process that has an influence on the construction of the
organization’s status. Drawing their power from the global field of higher
education rankings has become a source of ambivalence for universities.
The rankings prompt many national universities to become ‘catching up
organizations’ and to formulate their institutional ambitions in order to
enter the desired status group of global leaders. In turn, this can lead to
contradictions in organizational identity regarding the relationship
between external strategic priorities and the expectations of the intra-
university community, which can be discussed in terms of ‘autonomy or
dependence’ (Elken et al. 2016; Pavlyutkin and Yudkevich 2016).

The strategic positioning of universities is the other side of the
process of constructing an organization’s status. Recognized as a
professional management tool in higher education (Hardy et al. 1983),
strategic plans play an important role both in decision-making and,
furthermore, in the internal legitimation of various ideas and rationales
inside the academic community. The transformation of universities into
institutional environments and instruments of public media also
questioned their external legitimacy (Meyer and Rowan 1977) and
demanded another type of strategic positioning, reflecting upon the
relationship between the internal community and the self-representation
of the university in the wider society (Drori and Honig 2013). As a strong
external reputational force for universities from different status groups,
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global rankings became an important mechanism for constructing an
organization’s status (Brankovic 2019) and it is currently hard to ignore
them in the process of strategic planning (Altbach 2016). Today, public
strategic positioning has become a general organizational ritual, which
gives universities a sense of internal and external legitimacy that
eventually resonates with their position in the global ranking.

In this chapter, we argue that the strategic positioning of universities
reflects the ambivalence of power in the global field of higher education.
As soon as leading national and regional universities, embedded in
various institutional contexts, enter the global academic race, they
experience incompatible normative expectations or double standards
while managing their legitimacy. By taking part in the competition for
‘academic excellence’ that results in the global rankings, lower-ranked
universities gain their legitimacy from the rationalized myth applying the
‘racing model’ to their strategic positioning. They expect to close the gap
between themselves and the highly ranked universities, but the latter
group gains their legitimacy from other sources. This results in the double
thinking of what it means to be world-class — to race or to lead?

Theoretical framework

The pervasion of the notion of ambivalence into social science experienced
the influence of theoretical reflections and empirical studies about the
academic organization. More than 50 years ago, R. Merton consolidated
the concept of ambivalence in sociology, through his studies of scientists.
The result of his research, based on the analysis of biographical memaoirs,
was that scientists constantly have to manoeuvre between contradictory
normative expectations (norms and counter-norms), which brings stress,
inner conflicts and a sign of malintegration of the social institution
(Merton 1973). For example, contradictions based on the internalized
values of originality and humility lead to tensions when it comes to the
request for recognition of the scientific contribution, because
disinterestedness and ‘organized scepticism’ have little in common with
the quest for public recognition of someone’s academic achievements.
Reflections on ambivalence and ambiguity have become an integral part
of the debate about the nature of the organization of colleges and
universities. Ambivalence of leadership and the decision-making process
at universities and colleges is emphasized through the notions of
‘organizational anarchy’, ‘garbage can model of choice’, loose coupling
system’ and ‘management fad’ (Cohen et al. 1972; Weick 1976; Birnbaum
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1988). It is important to note that the definition of a university as a deeply
ambivalent institution is interpreted not as a kind of organizational
dysfunction. Being partly progressive but at the same time a conservative
social organization, the university community develops defence
mechanisms as a strategic reaction to organizational change (Weiler
2005). In this sense, the concept of ambivalence helps to explain the dual
nature of the academic organization. At the same time, when global
rankings gained power and started influencing the institutions of public
recognition and national reputation, organizational changes became
more radical and transformative for many universities. Ongoing
trends demand reflections on the ambivalence of power of global
rankings, as they have become the source of contradictory normative
expectations in the global field of higher education and of the quest for
strategic responses by leading national universities.

On the basis of new institutionalism in organizational analysis and
from the perspective of the ambivalence of power, this chapter will test
competing hypotheses on the relationship between top universities’
positions in the global rankings and their strategic positioning.

The general question which has been discussed since global academic
rankings became an influential instrument in the field of higher education
is whether they create an ‘iron cage’ for universities from different cultural
localities and force them to apply standardized governance and educational
models which lead to the general homogenization of the field of higher
education. Moreover, the expansion of rankings is also associated with the
general abstraction and disembeddedness of universities from societies
(Pavlyutkin and Yudkevich 2016; Ramirez 2020).

More intensive interactions and exchanges between universities
from different parts of the world - creating regional and international
associations and coalitions, holding global conferences and opening
programmes in academic governance, rising global and national ranking
agencies — all enforce the process of structuration and normative density
in the global field of higher education.

Being highly ranked in the global academic rankings or showing
progress in academic racing can provide various benefits for specific
universities and create an attractive image for others. As a result, this
leads to the establishment of international patterns of similarities based
on strong norms emerging from global higher educational narratives.
Influential ideas and attractive models to emulate, such as those of ‘world-
class’ or ‘flagship’ universities, spread around the world and force national
states to initiate institutional programmes of academic excellence and
relevance (Salmi 2009; Douglass 2016).
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‘Excellence’” and ‘engagement” as organizational frames
for universities

The notion of the world-class university became dominant in the higher
education sector in the 2000s—2010s, although the idea of excellence was
defined as a ‘watchword of the University’ much earlier by Bill Readings
(1996). From this perspective, it becomes relevant as a manifestation of
the bureaucratic form in reaction to the decline of the ideological power
of the nation state. Consequently, in searching for the meaning of their
activities in the new age, universities take this from the external world of
production and come to the idea of excellence and quality enhancement.
This idea was fully criticized by Readings (1996) and other scholars, but
the expansion of national and then global academic rankings empowered
this idea further and made it increasingly widespread among academic
bureaucrats. As a result, the idea of academic excellence was implemented
as a desired model by governments and universities in many countries. It
is hard today to identify a clear definition of what it means to be ‘world-
class’, not least due to the existence of various critiques of the model and
its applicability. At the same time, there are several references which
highlight its key visions, concepts and features (Altbach and Salmi 2011).
‘World-class’ refers, in general, to academic excellence in teaching and
research of high impact, a concentration of academic talents (students
and faculty) and a university’s international or global involvement, which
can be represented by its participation and progress in academic rankings.
One of the introducers of the concept identified the list of features of
world-class: ‘(a) a high concentration of talent (faculty members and
students); (b) abundant resources to offer a rich learning environment
and to conduct advanced research; and (c) favorable governance features
that encourage leadership, strategic vision, innovation, and flexibility and
that enable institutions to make decisions and manage resources without
being encumbered by bureaucracy’ (Salmi 2009, 7). The conceptual
model of ‘academic excellence” has been operationalized and implemented
in a number of university development programmes funded by
governments from different countries including Germany, China,
Singapore, Russia and others (Froumin and Lisyutkin 2015). Relying on
and taking into consideration the best practices of academic excellence
approached through various cases of top universities, the followers or
‘catching up universities’ prepared their proposals in order to fit this
influential and successful (as measured by its sustainability) framework.
Hence, excellence can be considered today as one of the normative ideals
or rationalized myths which impact both the ranking and strategic
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positioning of universities across the world. Specific examples were
selected to support this claim (Ramirez 2010; Ramirez and Tiplic 2014).

The new flagship university was introduced to some extent as an
alternative framework because the conceptual model of academic
excellence was highly criticized for its national and regional irrelevance
and low degree of engagement in national economies and local
communities. As a case in point, in their analysis of some 50 national
higher education systems, de Rassenfosse and Williams (2015) referred
to the ‘inherent conflict’ between the singular focus of some governments
(especially in small-population countries) on rankings and the desire and
need for greater engagement with local communities. As Douglass has
emphasized in his book on the flagship model,

the New Flagship University profiled is not, and could never be, a
wholesale repudiation of rankings and global metrics, or of the
desire for a global presence. The model is compatible with the
World Class University (WCU) focus on research productivity but
aims much higher to help articulate a larger purpose. And national
and regional relevance and international engagement are mutually
compatible goals—indeed the markers of the best universities.
(Douglass 2016, 40)

In comparison with the vision of excellence, the idea of engagement is
directly related to the provision of public good and serving the
communities that are central to the university. It assumes that the
university strategy might be developed for the benefit of society in general
and its people in particular. According to this vision, the university is
striving not only for research excellence and to gain an academic
reputation but also to engage with society and contribute to the
sustainability of its development.

A recent study of the third mission pursued in the strategic plans of
top-ranked, middle-ranked and non-ranked universities revealed that ‘top
globally ranked institutions are generally less explicit about their
commitment to the third mission relating to their geographic setting
compared to mid/low and unranked institutions’ (Lee et al. 2020, 236).
Following these authors, one can ask whether universities’ increasing
dependence on ranking schemes influences the extent to which public good
and community engagement are represented in their strategic vision.
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Is strategic positioning of universities a source of
organizational homogenization?

As with a university’s position in the global rankings, it has been shown
that strategic positioning today has become more prone to external
pressures, being, on the one hand, embedded in the demand for
accountability (Fumasoli et al. 2015) and, on the other, represented as a
branding and marketing tool (Hartley and Morphew 2008). Hence,
university strategic plans become a way to balance external expectations
and institutional ambitions (Stensaker et al. 2019). Considering the
arguments of enhancing external legitimacy and the general structuration
of organizational fields as sources of isomorphic influence, one can argue
that today for various universities their position in the ranking and
strategic positioning are both the result of and part of the process of
building legitimacy in an external environment that leads to organizational
homogenization.

From the perspective of isomorphism, such a transition signifies an
attempt at the structuration of the global organizational field, using
rankings, associations and other means of network development
responsible for the maintenance of the global field’s infrastructure. What
deserves particular attention here is the way the field is framed,
concerning the fact that by definition, a field exists within providential
arrangements. Consequently, to assess the performance of a field and the
frameworks it creates, the mechanics of institutional isomorphic
alternation (DiMaggio and Powell 1983) depict and explain the
behavioural patterns of universities’ decision-making reflected in their
strategies. As a case in point, the development of university strategy not
only concerns the initial aims and objectives from the perspective of a
separate institution but also, through a competitive environment in which
universities operate as actors, is an expression of a thorough analysis of
its opponents’ strategies. In this regard, the ambitions that universities
embed in their strategies create the overall conditions for homogenization,
which universities use to search for legitimacy in the global organizational
field of education.

At the same time, it should be noted that homogenization alone
cannot derive its power immediately and thus faces a variety of constraints
related to both the intentions and the efforts of individual organizations
as well as to the general social order and social structure of the sector.
Along with growing similarities, studies that explain the differentiation
process in various fields have gained tremendous prominence. For
example, Riesman introduced the concept of a ‘snake-like possession’ to
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show that institutions placed differently in the social structure will be
engaged in distinct strategic behaviours (Riesman 1958; Stensaker et al.
2019). The sources of this differentiation may be of a different kind,
including institutional norms and selective demands for ideas, aspirations
for a recognized status distance of leading actors, or closed circles of
interorganizational communication and exchange (Fligstein 1996;
Hartley and Morphew 2008).

As an example, the recent debate around two strong competing
visions or models of universities embedded two sides: ‘world-class
universities’ and ‘flagship universities’. Both types are represented by
universities across different regions of the world (Douglass 2016). The
aspiration for a recognized status distance, resulting in a different ranking
and strategic positioning, is driven by the interest of leading organizations
to reproduce the existing stable social order, where they acquire the
status of a trendsetter and rule-giver (Fligstein 1996). At the same time,
it can also become a desirable incentive to distinguish oneself not only
from leaders (or highly ranked universities) and outsiders but also within
the leading group if actors are competing for a dominant position in the
field.

On the level of education as a field, the process of homogenization,
despite being closely tied to the structural level of analysis of
organizational forms, could also be embedded in the patterns of strategic
positioning. At the same time, the structure is not always present in its
‘pure form’, due to its dependency upon such factors as government
politics, ideology, public actors and a range of other factors dictating their
own rules of the game. Therefore it cannot be taken as a fully objective
constant, always serving the expectations of multiple participants. This
leads to the implications of new institutionalism, which sets out the
rationale behind the behaviour of universities as actors in the institutional
field. Accordingly, the process considered implies significant adjustments
to the dominant norms, while simultaneously preserving the values and
ambition of the actor. The duality of the conditions set by the framework
of new institutionalism consequently accounts for the ambivalence
occurring in the field, which, in turn, unleashes both the competitiveness
of actors and their mutual interdependence. As a result, while trying to
give everyone a good dressing-down, universities are playing an
ambivalent game: while they are becoming similar to each other in terms
of their organizational structure, bureaucracies and objectives, they
remain in competition by counteracting each other in pursuit of
dominance in the field.
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In the case of university strategies, the ambivalence of performance
is created by power relationships (e.g., competition) (Musselin 2018). By
developing and publishing strategies, universities highlight the key focus
areas of their performance, as a social value and a contribution to society.
Using such means of representation as excellence, engagement and
sustainability, universities consequently can claim government support or
other means of assistance (Sutphen et al. 2019).

From this it could be inferred that the global field of education is
becoming more structured. This notion is supported by the
homogenization of the field, which not only embodies organizational
forms but also concerns the strategic positioning of universities.
Consequently, it leads to the assumption that the frames and patterns
applied by universities involved in ranking games create the ambivalence
of power within the field.

Data and sampling

To form the sample of universities’ strategic plans we used data on ranking
positions and strategic documents gathered from open sources: the
websites of universities and ranking agencies. The final sample consists of
33 strategic documents of universities ranked from 1 to 150 according to
three main global ranking agencies - ARWU, THE and QS (see Table
12.1). As not every university in the top 150 put their strategic plan online

Table 12.1 Sample list of universities

No | University Ranking group | Position | Country

1 | Oxford University Highly ranked | Stable UK

2 | MIT Highly ranked | Stable us

3 | Imperial College Highly ranked | Stable UK

4 | Yale University Highly ranked | Stable us

5 | ETH Zurich Highly ranked | Stable Switzerland

6 | Karolinska Institute Highly ranked | Stable Sweden

7 | University of British Highly ranked | Stable | Canada
Columbia

8 | University of Melbourne | Highly ranked | Variable | Australia

9 | University of Highly ranked | Variable | Denmark
Copenhagen
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No | University Ranking group | Position | Country
10 | University of Edinburgh | Highlyranked | Variable | UK
11 | University of Tokyo Highly ranked | Variable | Japan
12 | University of Illinoisat | Highlyranked | Variable | US
Urbana-Champaign
13 | Oslo University Middle-ranked | Stable Norway
14 | University of California, | Middle-ranked | Stable | US
Davis
15 | University of Helsinki Middle-ranked | Stable Finland
16 | Utrecht University Middle-ranked | Stable Netherlands
17 | Boston University Middle-ranked | Stable us
18 | McGill University Middle-ranked | Variable | Canada
19 | University of Sydney Middle-ranked | Variable | Australia
20 | King’s College Middle-ranked | Variable | UK
21 | Geneva University Middle-ranked | Variable | Switzerland
22 | Australian National Middle-ranked | Variable | Australia
University
23 | Vienna University Low-ranked Stable | Austria
24 | Lund University Low-ranked Stable Sweden
25 | University of Warwick | Low-ranked Stable UK
26 | University of Amsterdam | Low-ranked Stable Netherlands
27 | Georgia Institute of Low-ranked Stable us
Technology
28 | Chinese University of Low-ranked Variable | China
Hong Kong
29 | Cardiff University Low-ranked Variable | UK
30 | Rutgers University Low-ranked Variable | USA
31 | University of Hong Kong | Low-ranked Variable | China
32 | Alberta University Low-ranked Variable | Canada
33 | Tohoku University Low-ranked Variable | Japan
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as an open document, the final sample consisted of those files that were
available and downloadable.

All the universities in the sample were divided into six groups
determined by two indicators. The first is belonging to one of the top groups
in the global academic ranking — the top 50, top 50-100 or top 100-150.
The second is the degree of variation in the university’s position in the
ranking over a 15-year period according to ARWU. We studied the strategic
plans to identify not only similarities and differences between differently
ranked universities in one period but also the extent to which different
institutions climb or fall down the rankings or stay the same over time.

Looking at the dynamics of university rankings, one can identify
that some universities have stable rankings over time (less than 5-15
points change) and some of them show a radical change in their ranking
(more than 50-100 points change). If we divide the universities ranked
from 1 to 150 into three groups, we can see that the last group (top 101-
150) is the most volatile over time as it consists of universities that
changed their ranking positions by 30~150 points. The opposite is true of
the first group (top 50), which has been quite stable over time — few
universities have left or joined the group over the last 10 years, although
there are several exceptions. We can assume that some of the exceptions
are racing universities, which did a great deal in order to break through
the borders of the tight group of the top universities. At the same time,
some universities lost their positions and joined the lower-ranked groups.
As a result, each of the three top groups (as defined in 2019/20) consists
of two types of universities: those with a stable ranking and those with a
more variable position.

The final sample of universities includes universities from different
countries and world regions: Asia (Japan, China), North America (United
States, Canada), Oceania (Australia), Western Europe (United Kingdom,
Germany, Austria, Switzerland, Netherlands) and Northern Europe
(Norway, Sweden, Finland, Denmark). It is important to consider that
most of them are leading national institutions which boost their countries’
visibility and reputation. Moreover, of course, they are part of local
territories and communities.

We assume that the public-facing strategic positioning of universities
takes into account several dimensions, which are partly related to status
positioning on the global field and partly to their positioning on the home
territories. It reflects a situation of ambivalence when universities, to
become leading institutions, gain their legitimacy from different sources.
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Group-level hypothesis

Relying on previous studies, we assume that differences or similarities in
the strategic positioning (patterns) of top universities can be explained by
their belonging to self-regulated status groups based on (1) ranking
group (top 50/top 100/top 150), (2) stability in the ranking system over
time (stable/variable) and (3) regional and global institutional norms
(insiders/outsiders).

* H1: Highly ranked and lower-ranked universities from the top 150
will differ in their strategic positioning templates as they gain
legitimacy from different sources.

* H2: Highly ranked universities (top 50) will have more in-group
similarities in their strategic positioning than the middle- (50-100)
and lower-ranked groups (100-150).

e H3: Middle-ranked universities (50-100) are more diffuse in terms
of their strategic positioning templates than highly ranked (top-50)
or lower-ranked ones (100-150). There are no shared strategic
patterns in the group and no clear conceptual boundaries between
them and other groups of universities.

* H4: ‘Fast-falling’ and ‘fast-rising’ universities will have more
similarities in their patterns of strategic positioning than those with
a more stable position regardless of their affiliation with the ranking
group inside the top 150.

e H5: Universities from similar institutional contexts (involvement in
national academic excellence programmes) will have more
similarities in patterns of strategic positioning than those from
different contexts.

* H6: Highly ranked universities represent an indifferent vision for

academic excellence (success in rankings) in their strategic
positioning.
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Data analysis

The sampled and selected strategic plans are not of the same kind. They
differ in length, visual inserts, planning periods, visual structure
(headlines) and so forth. It should be assumed that all the strategies
highlight the importance of research and teaching as core activities. At
the same time, they put them both into different frameworks that can be
identified by analysing various keywords. Keywords in strategic plans can
be determined as organizational signs and scripts, which are the result of
the reflexive work of their writers. They also work as tools for the public
representation of universities in the organizational fields and reflect their
institutional vision of the external environment and strategies for gaining
legitimacy (Suchman 1995; Stensaker et al. 2019).

To test the hypothesis on the differences and similarities in the
strategic positioning of leading universities, we conducted a two-step
data analysis. It relies on open and axial coding procedures. The analysis
starts with open coding, whereby we identify keywords which bind the
narrative of the strategic text. The result of the open coding procedure
leads to the definition of several dimensions of strategic positioning
which form the groups of codes. We identified several groups of codes
and built core categories, which will be the focus of the axial coding and
counting. The list of categories with examples of codes is presented in
Table 12.2.

After identifying core keywords, we analysed how they are
presented in the whole sample of strategic texts. We assume that the
frequency of keywords mentioned reflects the degree of attention that the
university pays to the particular issue in its strategy: the more often a
keyword is mentioned, the more important the issue is in a particular
strategy. If a strategy contains more words relating to global or

Table 12.2 Key categories of universities’ strategic positioning

Key Categories | Codes

Strategic vision | excellence (excellence, excel, quality, world-class) /
engagement (engagement, engage, contribution,
communities) / sustainability (sustainability, sustain)

Area of strategic | global (international) / national (country) / local
positioning (city, area, communities)

Core activities | teaching / research / innovation / service / learning

Openness partnership / collaboration

ACADEMIC EXCELLENCE THROUGH HOMOGENIZATION?

249



250

international than national or regional dimensions, for example, this
reflects the university’s strategic priorities.

As a result, we counted the frequency and keyword ratios to find
different weights inside the strategic texts and between the texts. The
procedure was simple. We counted the frequencies of keywords
mentioned, divided them by the overall number of words in the text and
ranged them by university strategies.

Excellence = excellence + quality + ranking + world-class /N
Engagement = engagement + contribution + relevance + benefit / N

In addition to the main counts we also collected the results by keywords
related to the openness of the university (partnerships, collaborations)
and area of positioning (global, local, national).

Conceptual frameworks of the strategic visions

The analysis of the sampled strategic plans provides the complex range of
core categories and codes which frame the conceptual vision of university
activities. For example, teaching, learning and research are still
considered to be core activities of many universities. Nevertheless, the
conceptual models of these activities, that is, the meaningful frames of
representation, will be different for universities from different regions
and institutional and cultural contexts. Two of these conceptual models
today are known as competing: these are the notions of ‘academic
excellence’, representing the idea of a ‘world-class university’, and
‘engagement’, representing the idea of a ‘flagship university’.

What is worth mentioning is that both conceptual models consist of
their own keywords, signifying their area of expertise and key salient issues.
The vocabulary of excellence includes such codes as world-class, first-class,
best quality, talents, global leadership, rankings and centres of excellence.
The vocabulary of engagement, in turn, involves the codes community,
contribution, public good, local, benefit society and social impact. Such codes
form the corpus of the strategic framework and make it meaningful. This
does not mean that the codes from different models are mutually exclusive
in the strategy of individual universities. One of the findings from the analysis
of the strategic plans is that some universities in the sample focused purely
on excellence or engagement conceptual models, while others created fusion
models combining keywords from different vocabularies.
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Looking at the strategic plans of the sampled universities from
different world regions and ranking groups, one can find that excellence
is one of the core categories that frames the strategic vision and university
activities. Mainly it appears in the parts of the texts which define the
university’s goals, mission and vision.

An obvious example for this is the strategic plan of Warwick
University, which is lower ranked in the top 150 but has a stable position,
entitled ‘Excellence with purpose’. In the main body of the text, one can
find ‘excellence’ as a keyword, which marks the purpose of the university:
‘The core purpose of our University — furthering the excellence of our
research and education’.’

The same vision runs through the plan of Zurich University, which
is highly ranked in the top 150. Various factors were mentioned in the
strategic plan as challenges for ‘the institutions’ ability to thrive, attract
the world’s best talent, perform high-impact research and provide first-
class education for future students’.?

The University of Tokyo, which is highly ranked but lacks a stable
position in the ranking group, formulated its Vision 2020 to ‘set forth two
basic principles for fulfilling this mission: excellence and diversity’.?

The University of Sydney was classified as a university in the middle-
ranked group in the top 150 that several times in the last decade crossed
the threshold into the top 100. It prioritizes strategic investment in
excellence to enable its academics to foster excellence in education and
research according to ‘world standards’.* In the plan of the university, one
can also find an emphasis on international rankings as reflections of the
university’s reputation and global leadership:

Our international rankings reflect our reputation for global
leadership in research and education. The university is ranked 45th
in the world in the 2015-16 QS World University rankings; first in
Australia and 14th globally in the QS Graduate Employability
Rankings 2016; 56th in the 2015 Times Higher Education World
University Rankings; in the 101-150 band of the 2015 Academic
Ranking of World Universities (ARWU); and 51st in the 2016 US
News and World Report Best Global Universities Rankings.®

At the same, looking at the strategic plans of the sampled top universities
we found that the conceptual model of engagement is represented
unequivocally in only a few of them.

As an example, the strategic plan of the University of Melbourne,
which is in the top 50 universities in the world, put engagement as a
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sense-making concept for university development: ‘Engagement connects
our learning and research work with communities, helping us to achieve
academic aspirations and create economic, social and cultural value.
Engagement is a vow to relevance, connections and public-spirited actions’.®

The University of California, Davis, which is in the top 100
universities in the world, also presents engagement as one of its key goals:
‘Support our community, region, state, nation and world through
mutually beneficial and impactful partnerships that reflect a firm
commitment to our mission and increase the visibility and reputation of
the university’.”

At the same time, most of the universities in the sample put codes
from both the ‘excellence’ and ‘engagement’ vocabularies at the core of
their strategic vision. For example, the strategic document of the
University of Alberta is entitled ‘For the Public Good’ and its aim is ‘to
empower and enable each member of the University of Alberta to build,
experience, excel, engage, and sustain’.®

The University of British Columbia, which is a highly ranked
university, puts engagement as the core category in its strategic vision but
also highlights the importance of academic excellence:

This plan describes the strong connections between these themes and
the core areas that continue to define what we do as a public university:
People and Places, Research Excellence, Transformative Learning and
Local and Global Engagement. It also emphasizes our enduring focus
on academic excellence and on Indigenous engagement, sustainability
and wellbeing. Our relationship with Indigenous people and
communities is central to the university; we hold profound
commitments to reciprocity, knowledge curation and development.’

Testing the group-level hypothesis on strategic
positioning

In the second step, we tested the group-level hypothesis on the similarities
or differences in universities’ strategic positioning. We take into account
that the selected strategies are implemented by the universities from the
top 150 ranking category but at the same time they represent different
regions and institutional contexts, different ranking groups (highly
ranked, middle-ranked, low ranked) and different degrees of variability
in academic racing (over the last 10 years).
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Since we found that it is hard to find representatives of the pure
conceptual models in the strategic texts (excellence or engagement), we
conducted a quantitative analysis by comparing the ratio of the keywords
related to excellence or engagement in each strategy, whereby we show
the degree of strategic orientation towards one of the two visions —
excellence or engagement — by conducting a quantitative analysis of the
codes of representation. The results are presented in Table 12.3.

Regarding the formulated hypotheses (H1, H2, H3), we found that the
conceptual models of university strategies were different for highly ranked
and low-ranked top institutions. While the strategic visions of the highest-
ranking group consist of more keywords from the engagement model, the
lowest group in the sample represents mainly the excellence vision. We
cannot claim a strong negative correlation between the measures of
engagement and excellence, but comparing the two models at different
universities shows quite a clear distinction between the groups. The results
show that the leading universities in the world do not focus on academic
excellence in their strategic positioning as much as catching up universities
do. On the contrary, the lower you are in the ranking, the greater is the
eagerness for global engagement. In addition, contrary to the second
hypothesis, we found that in the highest-ranking group there is less
homogeneity in terms of strategic positioning. Five out of the 12 strategic
plans are not related to the engagement model. One of the strategies (Yale)
is based on the concept of sustainability, which is close to the engagement
model, and another (MIT) we entitled ‘global collaboration’, although it
should be compared to the fusion model, as a combination of both excellence
and engagement. Still, the question is whether it can be defined as a distinct
model, separate from the engagement model. Three strategic plans are closer
to the academic excellence model. At the same time, there is no strategic plan
in the low-ranking group that contains the pure engagement model.

An interesting result was found at the intersection of two
dimensions: global/national/local and openness to partnership/
collaboration. Both engagement and excellence models vary according to
the degree of partnership orientation and embeddedness in the local,
national and global areas. This means that the engagement model may
involve partnerships that may take not only local but also national and
global orientations.

As for the third hypothesis (H3), we found that the strategic
positioning of middle-ranked universities did not consistently comprise
any special features but rather contained a mix of different orientations
and models associated in part with the highest-ranked group and in part
with the lowest one.
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We found little support for the fourth hypothesis (H4) concerning
the difference between ‘fast-moving’ and ‘stable’ universities. Although
one might think that the fast-moving universities in the rankings would
be more oriented towards the fusion model due to their ambitions and
uncertainty, whereby they multi-task and implement competing visions
of university development, the gathered data do not support this. Our
data did, however, support the fifth hypothesis (H5), which can be seen
as contradicting the first and second. If we look at the final table, we
identify fewer North American universities which implemented the
excellence model. The arguments here might relate to different
institutional contexts and facilitating factors. European and Asian
universities are more involved in national excellence programmes than
North American institutions. In addition, many US universities are more
dependent on states and land grant obligations than their European
counterparts. The difference in institutional norms influencing top
universities may explain the difference in the concepts used in strategic
positioning. The last hypothesis (H6) is supported, although it does not
mean that the highest-ranked universities totally ignore rankings.

At the same time, as we have shown that the vision for engagement
is more widespread in the elite group than in the lowest group, we can
argue that originally world-class universities do not gain their power and
legitimacy from the world-class models.

Conclusion

Our comparative study of strategic positioning among the world’s top 150
universities revealed several important observations.

Itis hard to find representatives of only one conceptual model in the
strategic positioning of universities. Top universities involved in academic
racing allocate and combine conceptual keywords from different
competing models, as they meet incompatible normative expectations. To
compare the strategies of top universities by the degree of excellence or
engagement orientations, the keywords from both vocabularies were
counted. The analysis leads to an unexpected result: universities
belonging to the highest-ranking group are more oriented towards the
engagement vision than universities in the lower-ranking group, which
are more oriented towards the excellence model. Since universities
depend on their institutional environments, representing one or the other
model in their strategic plans becomes a way of managing legitimacy.
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The ambivalence of power of global academic rankings is manifested
in the fact that, in order to gain legitimacy, leading universities as
organizational actors are forced to manoeuvre between conflicting
normative expectations. Once introduced as instruments for the
comparative evaluation of universities in different regions of the world,
academic rankings became powerful geopolitical tools which enforce the
structuration of the global field of higher education and provide benefits
for progress on the track to excellence. The processes of structuration and
institutional change in global higher education are accompanied by the
competition of influential ideas, such as excellence, engagement and
sustainability. They are translated on the national level and become
institutionalized as conceptual frames through the creation and
realization of various developmental programmes for universities. The
result of this institutional translation reflects the strategic positioning of
leading universities, which present their visions and organizational
ambitions. On the one hand, leading national universities are expected to
be involved in academic racing and to compete for higher organizational
statuses in the global field of higher education. On the other hand, they
are expected to generate public goods and to engage in the development
of national economies and societies. Becoming world-class for many
leading universities means first of all becoming a ‘catching up university’,
whereby they derive their legitimacy by applying the ‘racing model’ in
their strategic positioning. According to the results of our study, this is not
the same as being a leading university, which means representing the
ideas of engagement.

Notes

1 ‘Strategic direction to 2030’, 18. https://warwick.ac.uk/about/strategy/hp-contents/
university_of_warwick_strategy.pdf.

2 ‘Strategy and Development Plan 2021-2024’, 6. https://ethz.ch/en/the-eth-zurich/portrait/
strategy.html.

3 ‘Announcement of the University of Tokyo: Vision 2020’, 1. https://www.u-tokyo.ac.jp/
content/400035617.pdf.

4 ‘The University of Sydney 2016-20 Strategic Plan’, 12. https://www.sydney.edu.au/content/
dam/intranet/documents/strategy-and-planning/strategic-plan-2016-20.pdf.

5 ‘The University of Sydney 2016-20 Strategic Plan’, 12. https://www.sydney.edu.au/content/
dam/intranet/documents/strategy-and-planning/strategic-plan-2016-20.pdf.

6 ‘Engagement at Melbourne 2015-2020’, 2. https://about.unimelb.edu.au/__data/assets/
pdf_file/0021/15348/Engagement-at-Melbourne-2.pdf.

7 ‘Toboldly go: A strategic vision for UC Davis’, 40. https://leadership.ucdavis.edu/sites/g/files/
dgvnsk1166/files/files/page/Strategic%20Plan_0.pdf.

8 ‘For the public good’, 1. https://www.ualberta.ca/strategic-plan/index.html.

9 ‘Shaping UBC’s next century’, 4. https://strategicplan.ubc.ca/wp-content/uploads/2019/09/2018_
UBC_Strategic_Plan_Full-20180425.pdf
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One man’s pill is another man’s
poison: Ambivalence of definitional
power - the case of breast cancer
drugs in Russia

Elena Berdysheva

Introduction: the sacred power of the profane and
vice versa

Cancer morbidity poses problems of population survival, places a high
economic burden on society and exacerbates social inequality, not to
mention the painful fate of cancer patients. The policy on cancer in
European death-denying societies (Livne 2014; Price and Cheek 2007)
faces the ambivalence of life and death. The principle of saving individual
lives at any cost by means of innovative medical technologies turns out to
be a new utopia for contemporary healthcare policy. Given that cancer
cannot be cured with the most expensive pills, its expansion problematizes
the subjection of death to medical authority and appeals to state authority,
which uses medicine as an instrument of social control and political
management (Lantz and Booth 1998). Public funds are actively redirected
to programmes that improve the quality of life of cancer patients (through
psychological assistance, rehabilitation and palliative care) and develop
infrastructure for early cancer detection and prevention.

About 1,500 people are diagnosed with cancer every day in Russia.
In 2019, 3.9 million Russians, representing 2.6 per cent of the population,
were living with cancer diagnoses. Every year this figure increases by

ONE MAN’S PILL IS ANOTHER MAN'S POISON

261



262

500,000 people (Kaprin et al. 2020). Diagnoses related to advanced (III
and IV) stages of cancer — when a patient sees a five-year survival rate as
the ultimate dream — comprise 37.4 per cent of diagnoses. However, the
vector of Russian policy on oncological diseases, contrary to global trends,
is aimed at expanding access to innovative domestic chemotherapy by
using public funds, while the problem of the quality of life of cancer
patients remains in the shadows. The aim of this chapter is to show that
the current vector of Russian cancer policy is determined by the political
and economic interests of the government and the interests of the
domestic pharmaceutical companies affiliated with the government in the
field of public healthcare. To examine the situation, I use the concept of
definitional power, which marks the ability of the dominant institutional
actors to achieve the cognitive legitimacy of their decisions and manage
public policy in accordance with them. When it comes to managing
cancer, definitional power deals with the contradiction between life and
death. The implementation of definitional power in practice does not
remove this contradiction but balances it in the best or worst way. This
ineradicable ambivalence lurks in the resulting balance. At the same time,
the very concept of ambivalence allows us to see how the positive side is
organized and what lies beside it (Koreckaya 2021).

The qualitative empirical study that underlies this chapter began
with an assessment of the epidemiological significance of the creation of
a biosimilar version of the innovative Swiss drug for breast cancer
treatment in Russia. We have revealed that the mechanisms for bringing
this drug into the drug procurement market were largely corrupt.

The purpose of the study has therefore shifted to the identification of
the main power holders of the definitional power, the principles they follow
and the interests they seek to further. Our main objective is to demonstrate
that the mechanisms and principles of governance which have fuelled the
optimistic story about the Russian counterpart to the effective Swiss drug
for breast cancer treatment are contributing to the fact that the Russian
healthcare system is increasingly lagging behind similar systems in the
Western developed countries. In a broader sense, this study is intended to
contribute to a scholarly debate on the role of meaning-making in the
configuration of power relations and group interests (Dobbin and Jung
2015) in contemporary market society (Sandal 2012).

This chapter is structured as follows. First, I clarify the theoretical
and methodological foundations of the empirical research. Then, I disclose
the biography of the domestic drug T+ rus for the treatment of breast
cancer in Russian public procurement and describe the power network in
the Russian government which drives the promotion of this product.
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Further, I demonstrate that at the level of practice, this promotion is
ensured by the protectionism of Russian manufacturers in healthcare,
which is managed by the government. The state authorities in Russia
define what is good and what is bad for cancer management in the country.
Supported by the market success of innovative domestic drugs, these
definitions legitimize the state’s power and allow the authorities to disperse
public money as they want. Having described how cancer policy in Russia
is becoming a tool for expanding distribution channels for Russian cancer
drugs, I move on to a discussion of the shadowy side of the pharmacological
strategy for fighting cancer. I demonstrate that both at the level of the
Russian field of oncological care and at the level of contemporary trends in
the fight against cancer, the pharmacological strategy is oriented towards
localized, autarkic and costly technological development. The profane
interests of power networks in the Russian governmental system distort the
national project of control over the cancer morbidity and thereby belittle
the sacred basis for the legitimacy of its power.

Theoretical framework: market valuation of social worth

Within the frame of technocratic capitalism, the public authorities
increasingly draw upon rationality and human nature rather than military
power, manipulation or hoaxes to obtain legitimacy (Haugaard 2012, 47).
Instead of competing for power to promote their own interests, rival social
groups now seek the right to define the essence of these interests (Dobbin
and Jung 2015). Such power can be denoted as definitional (Smith 2007;
Dubuisson-Queiller 2013). In market societies, definitional power justifies
the social worth of goods and generates the meanings and rules, priorities
and values that legitimate politically embedded economic practices. This
power deals with the ambivalence of the sacred and the profane (Kajua
2003) which takes place when monetary valuation touches upon socially
entangled issues (Fourcade 2011, 57-9). For example, in early 2015 the
cancer drug I discuss in this chapter cost about $2,055 per package, or
about $20,545 for a course of treatment. Is this amount of money worth
an extra three to five years of life for one patient if we speak about spending
from public funds? ‘Secularization does not imply the extinction of the
sacred in society but goes hand in hand with the emergence of secular
forms of the sacred’ (Beckert 2011, 112). Definitional power refers to the
sacred in order to implement the secular. The performative effect of power
is produced by disciplinary practices (Koreckaya 2021). Under monetary
capitalism, these disciplinary practices may be subject to market actors
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whose primary interest is profit. Definitional power establishes practical
solutions within biopolitics and is reproduced through them. To compare
and evaluate the social worth of these solutions, it is necessary to identify
the practices with the help of which the effect of power relations is
produced here and now (Raffnsge et al. 2014). The ambivalence of power
is visibly manifested precisely in the zone where those in power set up the
practices for dispersing it. The chosen practical solution suppresses
competing alternatives. At the practical level, the implementation of
definitional power remains ambivalent.

Ambivalence indicates the social contradictions which complicated
social scenarios may face at the level of practice, for example, when power
drives the desire both to exert influence and to strengthen one’s own
position. Ambivalence does not refer to hidden manipulation and it is not
about obvious dysfunctionality that can be easily repaired (Koreckaya
2021). It is a litmus test for evaluating practices, which allows one to track
and compare the alternatives. The interests of the majority often threaten
those of the minority. Ambivalence highlights the criteria for definitions of
different group interests. To identify and evaluate these definitions, I use
these criteria in combination with the sociology of knowledge approach to
discourse. The latter is based on the constructivist ideas of Berger and
Luckmann and Foucault’s genealogy of discipline power (Keller 2005;
2011). Using this approach to analyse the control of public discourse
highlights how group interests can be defined and manipulated.

Methodology: case study of a bestselling drug in
Russian discourse

The chapter is based on ethnographic data, qualitative analysis of Russian
media within the framework of the sociology of knowledge approach to
discourse and desk-based marketing research relating to T+’s market
biography in Russia. The discourse analysis of T+’s history in Russian
social media was contextualized and complemented with expert
interviews with three marketing specialists, one medical representative
from a pharmaceutical company, three oncologists, two representatives
of governmental agencies, one representative of a non-profit charitable
foundation for helping cancer patients and one private healthcare
consultant. Open-access interviews with relevant institutional actors on
innovative cancer drugs were also assessed, allowing us to critically
evaluate the assumptions developed during the research.
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The empirical base for the evaluation of the discourse devoted to
T+ in the Russian media was accumulated through the media monitoring
and analysis system ‘Medialogia’. The research was limited to statements
relating to T+ in two pro-government newspapers (Rossiiskaya Gazeta
and Komsomolskaya Pravda), two ‘more liberal’ newspapers (Kommersant
and Novaya Gazeta) and a leading industry publication (Farmazevticheskii
Vestnik). A keyword search on T+, Gswiss and Brus in the period from
January 2011 to January 2021 generated 355 statements, which I used
for the analysis.

Secondary data were actively used to identify the context and to get
the full picture, including official documents, opinion journalism devoted
to the studied drug, media materials, print and video interviews with
representatives of government departments, pharmaceutical companies,
scientists, leading oncologists of the country, data of medical and
pharmacoeconomic studies of the investigated drug and cancer drug
market analytics published in the industry press.

In line with the sociology of knowledge approach to discourse
analysis, I identified the most influential actors in the field and traced
their efforts in relation to self-positioning, the meanings they use to
indicate this social problem, the emotional hue of their statements and
the values they appeal to when justifying their decisions.

Findings

The total volume of the Russian pharmaceutical market in 2020 exceeded
$33.1 billion, which was 9.8 per cent higher than in 2019.! Overall, the
Russian pharmaceutical market is dominated by global companies, who
account for two-thirds of total sales, and therefore remains strongly
dependent on imports.? In 2020 the share of foreign-made drugs amounted
to 56 per cent in value terms. The share of drugs locally produced by global
pharma was 44 per cent (in value terms). The share of domestically
produced medicines represents one-third of sales and is expected to
increase to 36.4 per cent by 2024. Domestic manufacturers are still nearly
absent in the segment of innovative original drugs, selling 11 per cent of
such medicines. Nevertheless, the procurement volume of medicines
manufactured in Russia is growing (+19 per cent in 2020).

State procurement is critically important for the Russian
pharmaceutical market. By the end of 2019, its share reached 30-35 per
cent.’ In 2020, purchases of pharmaceuticals for budget-funded medical
centres increased by 23.5 per cent to reach $5.4 billion.
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Cancer drugs are the ultimate market leaders among medical
products, accounting for 12 to 17 per cent of all sales, according to various
estimates. This group of drugs remains the most heavily state-funded part
of the pharmaceutical supply programme in Russia. In 2020, about 41.9
per cent of the total amount of state support was directed to their
procurement. For the future, there are positive market expectations
associated with the implementation of the National Cancer Control
Strategy until 2030 and the relevant regional programmes, in which 16
Russian regions are involved.

The shifts in the procurement structure in favour of drugs for
oncology therapy has led to a remarkable increase in the weighted
average package cost of drugs procured for the needs of budget-funded
hospitals in Russia. In 2020, the cost increased on average by 40.1 per
cent compared with the previous year. The weighted average cost per
package of imported drugs is three to four times higher than the weighted
average cost of domestically produced packages.

The Russian pharmaceutical market is led by global companies.
Sanofi, Novartis and Bayer are found at the top of the ranking of drug
manufacturers. In the government procurement segment, two domestic
manufacturers and one global company take the lead: Pharmstandard
(5.8 per cent), Roche (4.9 per cent) and Biocad (4.7 per cent). All top
manufacturers have a high share of drugs for treatment of oncological
diseases.

Market interests in centralized Russian healthcare

Those working in healthcare explain that the healthcare system in Russia
is dominated by the state. The government manages public health in a
paternalistic manner for political purposes.

No politician dares to propose market reforms in medicine but
promising the people the best medicine for free is a guarantee of a
high rating.*

On the one hand, the healthcare system is categorized as a budget sector,
where spending plans are prioritized over rationality and results.

We can always read what has been planned. And then you read the

report— 100 were planned, 99 were fulfilled. And what happened to
medicine itself this year? How many people have you cured? What
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are the practical results of all this turbulent activity? You will not get
this information anywhere.®

On the other hand, according to the interviews, the Russian government
seeks to invest as much of the budget funds as possible into the domestic
technological industries and to reduce the technology gap between Russia
and developed capitalistic economies. In the context of healthcare, it
provides institutional preferences for domestic pharmacological
manufacturers for the procurement of drugs for public healthcare under
the mask of the fight against cancer in Russia.

The National Strategy for the Fight against Cancer is one of the most
resource-intensive areas of the National ‘Healthcare up to 2030’ programme
in Russia. It was the first document in the country to prioritize cancer as a
public health problem. The Strategy publicly vows to use the extra funds
earmarked for the fight against cancer to produce innovative domestic drugs.

The legislative regulation of cancer care is adopted at the level of
the Russian government, as well as drug turnover and clinical-economic
efficacy.® The Department of State Regulation of the Circulation of
Medicines acts like the National Institute for Health and Clinical
Excellence in the United Kingdom and unlike the Federal Drug
Administration in the United States, which acts as an independent agency.
It establishes the list of vital and essential medicines. Without medicines
from this list, sick people will either die or their disease will progress,
leading to significant shortening of life, disability, development of severe
complications and/or significant decrease in the quality of life. In 2018,
the vital and essential medicines list was expanded to include 20 anti-
tumour drugs. In cooperation with the Federal Antimonopoly Service, the
Department of State Regulation of the Circulation of Medicines controls
manufacturers’ maximum selling prices for the drugs included in this list.
The state cannot purchase drugs which do not comply with official
standards of treatment approved by the Russian Ministry of Health and
Social Development. The list of vital and essential medicines should be
connected with the clinical recommendations for public medical centres.
Budget funds that go to the market of state orders are institutional money.
They can only be spent on drugs which are included in the treatment
protocols approved by the state. In 2020-1, clinical guidelines for
oncology received official status for the first time. The formation of
clinical guidelines and lists of vital and essential drugs led to an increase
in the share of expensive treatment regimens. For 2020-1, 16 domestic
drugs entered the list. Accordingly, their procurement also increased by
46 per cent compared with the previous year on average.’
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The physical availability of these drugs will also be improved with
the opening of about 420 outpatient cancer care centres in Russia by the
year 2024. According to the federal Fight against Cancer programme, the
outpatient centres will increase detection rates of early-stage cancer and
improve oncological care rates in the country. However, insiders describe
these centres as ‘just for show’ (‘smena vyvesok’), intended to bring drug
therapy closer to patients’ place of residence.

For imported drugs that enter the Russian healthcare system, the
Department of State Regulation of the Circulation of Medicines requires
that additional clinical trials are conducted with Russian patients. Local
clinical tests bring additional money to the state commissions. They also
raise the price of the imported drugs, while price is the main criterion for
selecting applications in the tender competition on the procurement
market. Foreign drugs suffer from the ‘odd man out’ rule: when at least
two market offers from Eurasian Economic Union countries come up for
procurement auction, the imported medicine is rejected.

Thus, the domestic pharmaceutical sector has gained a privileged
position in Russia and secured its business interests in the cancer care field.

Revolution by ‘new Russian pharma’: domestic
biosimilar launch

In 2013, Russian biotechnological company Brus launched the first ‘made
in Russia’ biosimilar of the original drug Swiss T+ and, called it T+rus.
This event is particularly important given that it was the outcome of a
remarkable scientific discovery. This discovery legitimized the opportunity
for biosimilar drugs to enter the market alongside original drugs.

The pharmaceutical market is structured by generic competition.
The original drug usually opens a new class of medicine. It is protected by
patents which last on average 10-15 years to constitute the return on
investment in research and development. The worth of an innovative
drug should be clarified to the stakeholders — government agencies,
hospitals, doctors and others. ‘Customer development’ starts when a pill
is under development. In the case of drugs such as T+rus, the whole
process takes at least five to seven years before the drug enters the market.

Biosimilars emerge from original drugs which cannot be copied
because they have complex molecular structures. The efficacy, safety and
pharmacokinetic tests demonstrate no differences between biosimilars
and the original drug. Contrary to the imported original drug, the
domestic biosimilar escapes the costs of local registration. In addition,
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bringing a biosimilar to market is cheaper as its clinical reputation relies
on the reputation of the original drug.

The case of the Russian T+ indicates that the cost of biosimilars is
20-30 per cent lower than that of the original drugs. In 2016, the Brus
company applied for re-registration and came up with a voluntary initiative
to reduce the purchase price for 13 of its drugs by up to 30 per cent.

Russian T+ has replaced the Swiss T+ in the list of vital and
essential medicines in Russia. Being on this list of official standards
guarantees stable and predictable demand.

The main thing is to get onto the list of mandatory drugs, and then you
can forget about the product: everyone just begins to prescribe it.®

The lower price of T+rus allows it to compete with Swiss T+ in the
markets of developing countries. It is a rare situation in which Russia can
export advanced technological products instead of unprocessed fossil
fuels. Russia’s pharmaceutical industry development plan to 2030
involves a twofold increase in drug exports from the country, up to $1
billion, compared with $540 million in 2017.

Russian T+ fights against breast cancer, a disease which threatens
‘sisters, wives and mothers’.” The main social expectation promoted
within its customer development programme involves the invention of a
miraculous pill that redefines cancer as a manageable biological weakness
of the modern human being, armed with scientific knowledge. The
pharmaceutical company rewrites cancer from being a death sentence to
a chronically runny nose.

Cancer will soon become as chronic and as common as the flu. In 10-20
years, everyone in the industry is confident of this. In my opinion,
nature is so wise that it constantly discards us as a species. Primates live
for 30 years. Nature gave us a body with resources designed for 30
years. And we used to live like that. Most simply, we did not live to the
age when cancer comes to the fore. The body is not designed for the
length of life we would like to have. If we have exhausted our resource,
we are no longer needed for nature. But we are human. And our body
is being taken over by a life form which we do not understand. We do
not accept this situation. Therefore, we must fight. We pharmacists,
provide ammunition to doctors who are at the forefront of the fight
against cancer. We are not in a race with a cell. We are in a race with the
nature. Nature decides that this individual is no longer needed. But we
struggle against this injustice inherent to us by nature.'
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The invention of Russian T+ marks a significant success of the power
networks driven by Russia’s authoritarian government system in a
symbolic game in the market economy. The innovative drug made by the
centralized economy is cheaper than its market ancestor despite all
historical evidence that markets, not governments, have become the main
driver of innovations and social progress in the twenty-first century.
Russian T+ supports the political image of Russia as an outpacing
national state that is coping with the second epidemiological transition.

Cancer drugs, economic development and power
networks

In 2018, social media discovered a Word document outlining the strategy
of the Ministry of Industry and Trade for the development of the
pharmaceutical industry in Russia, which had been written by an
employee of the pharmaceutical company Brus. The company justified
itself by the fact that it was only sending its suggestions to the ministry."!

Brus was included among the top 10 largest actors in the Russian
pharmaceutical market in 2019, with a 2.1 per cent share and residence
in the special economic zone ‘St Petersburg’.’> The company identifies
itself as part of the ‘New Russian Pharma’. Its founder and CEO participates
in the Expert Council for the Development of Competition in the Social
Sphere and Healthcare at the Federal Antimonopoly Service of Russia;
holds membership in the Health Board of the Federation Council
Committee on Social Policy; and belongs to the Subcommission on the
Circulation of Medicines and the Board of Directors of the Association of
Pharmaceutical Manufacturers of the Eurasian Economic Union. In 2019,
by decree of Russian President Vladimir Putin, the CEO of Brus was
awarded the medal of the Order ‘For Merit to the Homeland’ I degree.

In 2019, the largest amount of the healthcare budget was spent on
the purchase of T+rus— $82 million. In comparison with the expenditures
in 2018, this figure increased by 115 per cent.

Today the founder and CEO of Brus owns a 30 per cent share of the
company. Fifty per cent of Brus belongs to Phrus holding. Currently, more
than half of the drugs on the vital and essential medicines list come from
just these two domestic pharmaceutical companies.’® In 2019, $952
million was spent on the purchase of anti-tumour drugs; in 2020, the
federal budget for them almost doubled, reaching $1.6 billion. In 2016
only $452 million was spent on chemotherapy.'“ The experts attribute the
change in the procurement structure in favour of domestic oncological
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drugs to a leading Russian politician and economist who has served as
Deputy Prime Minister of Russia for Social Policy, Labour, Health and
Pension Provision since 2018. For the last 10 years, the Russian media has
accused the cabinet of this politician of lobbying the pharmaceutical
business associated with a communication (‘friendship’) with the CEO of
Phrus, a stakeholder in Brus.'® The chairman of Phrus holding regularly
denies counterclaims of ‘friendship’ with the former Deputy Prime
Minister of Russia, former Minister of Industry and Trade and the husband
of the Deputy Prime Minister of Russia for Social Policy, Labour, Health
and Pension Provision. Our experts interpret the position of Phrus and
Brus in the state drug procurement market as an ‘effective business—state
partnership within paternalistic healthcare’.

To survive in Russian pharmaceuticals, you need to go to work to
the Ministry of Health and the Ministry of Industry. Everyone sat in
these corridors, but Brus’s CEO was the one to win; and not because
he knew how to sit and wait properly, but because he took risks.'®

The entry of the Russian pharmaceutical company into the market with a
competitive innovative drug brings political and tax credits.

Brus’s T+ results meet the aims of the National Pharmaceutical
Industry Development Project. The Russian Ministry of Industry and
Trade has been implementing an import substitution policy in the
pharmaceutical industry since 2009. The development of strategically
significant drugs is an explicit benchmark against which the success of the
Federal Target Program’s strategy can be measured. The share of domestic
drugs on the vital and essential medicines list is projected to grow to 93
per cent by 2024. The $146 million in funding of the corresponding state
programme has increased by another $64 million.'”

The Russian government system has told the public that it is trying
to manage public resources more efficiently. It has vowed to implement at
least five tasks simultaneously: firstly, to fulfil the lowest social guarantees
with minimal costs; secondly, to collect additional taxes and increase
revenues from the export of drugs; thirdly, to strengthen the country’s
economy and promote its development through technological
breakthroughs; fourthly, to reduce dependence on foreign partners; and
fifthly, to strengthen its internal and external status as a modern
developed country.

No healthcare system will cover everything on pharmaceutical
companies’ wish lists. This is an endless race. This is, firstly, a
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mechanism aimed at providing leadership: we have it, and you do
not. You are the second grade, and we are the first. And, secondly, it
resonates with such an important social component: ‘Can we make
sure that our people do not die, or can we not?’'®

The face of amiability between the Russian state and ‘New Russian
Pharma’ reveals their mutual satisfaction with the work of the network-
based governance pattern (Ledeneva 2013). The case of T+ illustrates
how sistema in Russia is increasing its own stability by redefining the
success of loyal (‘svoih’) companies as evidence of social modernization
in the country. ‘Fighting cancer at any cost’ remains the dominant value
for national cancer care in Russia. The pharmacological monopoly
associates life chances with access to drugs and narrows the space for
‘reasonable’ responses to cancer diagnosis available to patients in Russia.
Pharmacological discourse in Russia proposes a particularistic solution to
the public management of cancer, as if cancer were not a cultural symbol
of the weakening of modern healthcare institutions in the face of
postmodern diseases (Weiss 1997; Bach 2009), and as if developed
nations were not seeking healthcare institutions which may provide
wholistic, human-centred solutions. But a pharmacological monopoly is
more in line with the current political regime in Russia. Coordination
between the state and promising ‘New Russian Pharma’ brings notable
results. However, in terms of modernization of cancer care in Russia,
these results build walls, not bridges.

Behind the facade of domestic pharma success

T+rus is part of a medical revolution in cancer treatment. What is rarely
discussed, however, is that this revolutionary system for distributing
benefits to society has become ‘a funnel’'? instead of a pyramid: fewer
people in need have a greater chance of success. Basing the national
management of cancer on an innovative chemotherapy drug, Russia is
opting for a widely criticized model of cancer care which rests on late
detection, extensive and expensive interventions, and short life
expectancy of the sick.

The healthcare system, voluntarily or involuntarily, is locked into
treating neglected cases because they are more expensive, and the
system gets more money for them. The city authorities can say:
‘Let’s invest more money in early diagnosis of cancer.” But the
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leading enterprise in the structure of the Ministry of Health in this
area is the oncological centre — as a specialized institution. And it
does not benefit from early diagnosis, which belongs to the
outpatient stage. It benefits more from treatment and consultative
care.”

In synergy with the National Pharma Development Project, the National
Health Project gravitates towards a high-cost model, forcing the rise of
ever-increasing production and turnover of innovative domestic drugs.
It employs pharmacologic methods of cancer management that receive
social criticism (Davis 2015). The system cannot assimilate this
criticism, as the practices of the dominant power network performatively
reinforce negative inertia. Nevertheless, the overoptimism about cancer
expressed by pharmaceutical companies and adopted by the state does
not consider the fact that drug therapy is the only one frontline on which
the battle is raging.

Cancer treatment neither begins nor ends with chemotherapy. It’s a
complicated story. Now the clinical process is broken and
fragmented because it is beneficial for some actors. At least in
Russia, expensive chemotherapy is a great engine for a car with
square wheels.?!

The World Health Organization classifies the Russian Federation as an
upper-middle-income country.?* This status comes with recommendations
to raise annual investment in cancer prevention and treatment
programmes to $8.15 per capita by 2030. Given the protracted worldwide
economic crisis, the ever-increasing social support for the fight against
cancer is becoming less affordable. This triggers the parity of price and
social value of innovative chemotherapy.

It is extremely difficult to justify the high social value of an
innovative oncological drug if an ampoule is offered for $100, which
will extend the patient’s life for a month, and he will spend it in the
intensive care unit taking strong painkillers and sedatives
recognizing that this is only for a month.?

In 2020 in Russia, the average cost of cancer treatment in a 24-hour
hospital increased by 30 per cent, and in a day hospital by more than 50
per cent.?* The more exclusive the personalized treatment is, the more it
costs. The picture gets complicated when the multiplicity and heterogeneity
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of oncological diseases are observed. Experts talk about at least 100
varieties of cancer. By fuelling demand for innovative drugs,
pharmaceutical companies encourage society with promises that they will
discover a cure in the future that will make cancer no more serious than
having a runny nose. However, making cancer more bearable is not the
same as making efforts to avoid it in the first place. According to our
experts, the logic of wider public provision of drug therapy corresponds
with the demographic key performance indicators of death rates from
causes of death driving public health policy in the country. Considering
this, the declarative aim ‘to make breast cancer a condition that will not
affect the cause of death’ may be read as Wittgenstein’s language game,
while the real practice relates to the management of public statistics for
political purposes. The discourse about the social and market value of
innovative cancer therapy is a discourse of promises, not guarantees.
Pharmaceutical companies openly say that even in the most optimistic
cases, innovative drugs introduced to the market are aimed at prolonging
life, not curing cancer (Howard et al. 2015). The pharmaceutical line in
the fight against cancer is aimed primarily at ‘buying time till the more
promising drug will be invented’. Cancer drugs’ premium prices clash with
the logic of scarcity (Bach 2009; Kerasidou 2019). The latter brings to the
social arena an ‘existential premise that life has an end, people are mortal,
and there are limits to what can be done to prolong life’ (Livne 2014, 906).

The results of my study support the hypothesis that public resources
in Russia are distributed by power authorities ‘through diffuse networks
rather than following market principles, and benefit those who adapt and
manipulate the blurred line between the public and the private, now
known as bureaucrats-turned-businessmen’ (Ledeneva 2013, 20).
Definitional power is at the core of this process. Sistema has a monopoly
to define its choice as a positive trend, but in fact it cares about the
enhancement of monopoly state capitalism in the country. It maintains
the demand for domestic innovative drugs via the national policy on
oncological diseases. The system of governance distributes the budgetary
financial flows according to these corrupted definitions, achieves
corrupted goals and feels legitimate and entitled to rule. The interrelations
between cancer policy and pharmaceutical industry policy make cancer a
driver of demand for commercial products. Anti-cancer policy turns into
a profitable business. Commercial interests obscure the real interests of
people who do not want to live comfortably with an oncological diagnosis,
but rather do not want to have cancer at all (Sulik 2010).
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Discussion

The results obtained on the implementation of innovative cancer policy
provide an empirical illustration of the thesis that ‘the economic growth
and stability of Putin’s Russia is detrimental to Russia’s development in
the long term’ (Ledeneva 2013, 22). The story of the Russian innovative
biosimilar for the Swiss cancer drug illustrates the ambivalence of
definitional power. As far as Russian cancer policy is concerned, this
power is distributed between government authorities and loyal domestic
pharmaceutical companies.

In the academic literature, all relationships between business and the
state are regarded with scepticism (Yakovlev 2015). At best, they are
explained as economic development projects (Block 1986; Fligstein and
Stone Sweet 2002). At worst, they are interpreted as a merger of business
and the state in an attempt to capture one by the other (Shleifer and Vishny
2002). A compromise approach is the model of exchanges between
administrative and business elites (Frye 2002; Tkachenko et al. 2017),
which promotes the reproduction and sustainability of dominant groups in
politics via institutional corruption (Zvyagintsev and Barsukova 2006;
Barsukova 2019). Incorporating the concept of definitional power allows
us to go beyond the talk of officials manipulating their administrative
power in such exchanges to extract additional private rents. Using
ambivalence as a criterion of quality for the order generated by this power,
one can observe exactly how social perceptions of the social groups’
interests are distorted.

The political system in Russia refers to the network state model
where the government intersects with private interests’ networks.
Following Alena Ledeneva, in this chapter the data obtain meaning when
this system is labelled and interpreted as sistema (Ledeneva 2013, 19-20).
The reliance on domestic pharmacology as the main strategy for this
policy is dictated by the ties of certain Russian pharmaceutical companies
with senior government officials. The latter shape the institutional
environment to provide these firms with preferential treatment not only
over global competitors, but also over other cancer care agents. The
Russian political choice in favour of a pharmacological strategy of fighting
cancer is both good and evil at the same time.

On the one hand, the alliance between the state and national
pharmacological companies is improving the country’s cancer treatment
situation. More patients can get innovative medicines through public
healthcare. This sacred side contributes to the discussion that informality
should be recognized as a resource (Ledeneva 2013; 2018).
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On the other hand, favourable treatment of the domestic
pharmaceutical business by senior officials supports the hype over
expensive domestic cancer drugs in Russia. Differentiation of cancer
control strategies in Russia runs counter to the interests of the dominant
power network. The governance system acts not as a stakeholder, but as
a short-run beneficiary of the pharmacological strategy of policy on
cancer. The facade of the policy articulates the fulfilment of social
obligations to the population and strengthens the ideological propaganda
of the growing power of the state. In fact, it conceals the corruption
schemes which allow dominant political actors to dispose of public funds
at their discretion and legally (Inozemtsev 2018, 145). Paradoxically, the
corruption schemes in their turn produce positive externalities for a
group of cancer patients. And we return from profane to the sacred.
Ambivalence of power refers to a controversy between the sacred and the
profane, the purity and danger which lurk within the practices of power
implementation (Kajua 2003; Koreckaya 2021).

Conclusion

Political reliance on innovative cancer therapy in the fight against cancer
is inherently ambivalent in Russia. The system organizes a local
technological breakthrough corruptly and reports it as a systemic
improvement. This strengthens its position in the short term, together
with hopes for the competitiveness of the Russian economy in non-
commodity sectors. However, the ways in which the local breakthrough
is provided appear ambivalent. Extremely expensive and rare innovations
cannot provide a capacity for global competitiveness in the field of high-
tech healthcare systems. Delivering extra funds for the production of
domestic innovative drugs as a major strategy against cancer does not
lead to a significant improvement of the oncological care system in Russia.
With enormous efforts and budget spending, such a strategy largely looks
like a performance aimed at demonstrating the sovereign power of the
authoritarian state.
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‘Russian Parmesan, even better
than the original’: Exploratory
research into organic farmers’
valuation strategies

Tamara Kusimova

Introduction

In 2014, a former IT manager, Oleg Sirota, sold his business and moved
to the countryside, took out a loan and hired two refugees from eastern
Ukraine; a year later, he opened the ‘Russian Parmesan’ creamery (The
Economist 2016).! Mr Sirota glorifies Vladimir Putin’s political course and
promises to create a monument to Barack Obama and Angela Merkel for
their sanctions against Russia, since they created so many opportunities
for local farmers and foodies.? Mr Sirota is not alone in his initiative. A
whole new generation of individual farmers-cum-entrepreneurs harbours
the ambition to respond to the challenges of import substitution. Their
marketing genius attracted worldwide attention due to a specific mixture
of patriotic pro-Russian narratives with the progressive concepts of eco-
friendly entrepreneurship and back-to-the-land lifestyles, bringing
Russian organic farmers close to their Western counterparts from
alternative food movements (Hille 2014; Matthews 2016; Chapple and
Churmanova 2017). Another key feature they share with their Western
counterparts is the emphasis on authenticity: the products they make are
unique and Russian, even though they look like substitutes of now
unavailable Italian Parmesan and other imported goods. The idea of food
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authenticity, however, is known for its ambivalent nature. Commonly
understood as the link between a particular dish and a specific place and
time (Weiss 2011, 74), the production of unique products with their own
terroir has become a global industry in its own right, with its own
bureaucratic regulations and standardization procedures, and political
and market actors with their own specific interests (Pietrykowski 2004;
Pratt 2008; Monterescu 2017). Authenticity, indeed, is the new source of
value in the economy of experiences (Banet-Weiser 2012).

Drawing on the idea of food as a cultural commodity (Appadurai
1981, 495; 1988) — an object of valuation that embodies the relations of
power between the global and the local, industrial and rural, singular and
mass production — I examine farmers’ strategies for enhancing the symbolic
value of their products. What makes their products unique, and how do
they explain their considerably higher prices? In addressing this question,
the chapter has the following structure. It begins with a discussion of
popular narratives of food sovereignty and the general tension between the
global and the local, in response to which a whole niche of authentic food
has emerged. It then offers a critical examination of the ‘authentic national
food’ concept from a historical and sociological perspective. Following
that, I demonstrate how the ambivalence of authenticity is productively
used in the new Russian farmers’ valuation strategies. The empirical part
of this research is based on materials collected during master’s thesis
preparation at the Department of Sociology and Social Anthropology at
the Central European University in spring 2019.

Food movements: between populism and elitism

Our daily nutritional needs automatically turn us into participants of the
global food order, since the ingredients of our meals come from all over
the world through global supply chains — sets of actors interlinked for
subcontracting and outsourcing the process of production (Phillips 2006,
38; Tsing 2009, 148). The history of agricultural development is
inseparable from its sad consequences, including colonialism, slavery and
interdependence between the ‘core’ Western countries and less developed
regions that provide cheap labour and material resources (Mintz 1986;
Mintz and Du Bois 2002; Friedmann 2005; McMichael 2009). While the
ideas of sustainable development and organic farming are at the peak of
their popularity, the adverse effects are still an inevitable part of this
industry, as the fair-trade organic market itself has become the subject of
multiple regulations and certifications that force small and medium-sized
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businesses to either adapt or merge with more prominent market players
(Friedmann 2005; Gille 2009; Aistara 2018). Labour studies into the food
industry reveal race and gender aspects and low-paid jobs in the
peripheral zones of global capitalism (Tsing 2009; Besky and Brown
2015). Various forms of inequality generated by the global food order
have resulted in food sovereignty movements — initiatives which are
aimed at re-localizing food systems and enforcing measures against the
negative impacts of neoliberal policies (Friedmann 2005; Phillips 2006;
Pratt 2008). Originated as peasant initiatives, they were quickly
incorporated into populist governments’ strategies in Latin America,
Central and Eastern Europe and, to some extent, Russia, due to the
popularity of these narratives among working-class and rural voters
(Mamonova 2016; 2019; Mamonova and Franquesa 2019).*

While some food justice movements unite around left-wing political
and labour agendas, others demonstrate an impressive ability to
commercialize their ideas. Among the latter, the Slow Food movement
deserves special attention for two reasons: its initiatives are popular in
Russia,* and its ideology is centred around the idea of authenticity — one
of the most controversial in sociological terms, but an analytically
productive category in food studies. From the Slow Food perspective, fast-
food chain restaurants are the embodiment of all the worst qualities that
food can possess: cheap, fast, standardized and full of additives; according
to the Slow Food philosophy, food should not be a commodity; instead,
the environmentally friendly, sustainable production of organic food
endemic to a particular region should be a socializing ritual that sustains
the local community (Pietrykowski 2004, 311). Generally, the global-
local opposition is the core dichotomy for alternative food movements
(Pietrykowski 2004, 310; Pratt 2008). Since its establishment, the Slow
Food movement has been continuously criticized for becoming an
exclusive institution and commercial brand; exploitative labour relations
still exist in the quality segment and many farmers cannot afford to
adhere to the Slow principles due to the higher costs of ‘clean’ production
(Peace 2008; Pratt 2008, 68; Philippon 2015).

The popularity of food justice movements and the ambivalent
relationships between the global and the local in a world bound by supply
chains have created a niche for a new type of ethical entrepreneurship. As
Gourevitch (2011) notes, the valuation of local, ethically produced food
resembles the valuation of wine, as it is based on the production of
singularities (Gourevitch 2011, 86). What are the mechanisms of
valuation in local food, if one cannot try it before buying? Firstly,
certificates and labels can be adopted (e.g., Fairtrade, Slow Food,
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Non-GMO) with a signalling function that will convey social values
attractive to customers.” Secondly, another way to attribute value to a
unique good is to tell the story behind it (Bogdanova 2011, 152). Since
every meal puts us in a complex network of cultural meanings, local food
has a specific message behind it: a message of identity, belonging
and authenticity (Anderson 2005; Pratt 2008).

Ambivalent authenticities: valuation strategies in a
global era

Authenticity is commonly understood as an association between a
particular food tradition, geographical space and time (Weiss 2011, 74).
Nevertheless, archaeological and historical evidence shows that, firstly,
nutrition patterns poorly coincide with national borders, and secondly,
food traditions were shaped by patterns of trade and migration long
before the first nation states emerged (Anderson 2005; Phillips 2006). If
this is true, why and how do certain foods become exclusively associated
with specific nations, ethnic groups and cultural traditions?

The link between social group belonging and food preferences is
confirmed by evolutionary psychology and biology (Rozin et al. 2007).
Stable associations arise during primary socialization in childhood; they
are consolidated through widely shared social representations — elements
of collective memory transmitted in the form of written and oral stories
(Rozin 1990; 1996; Holtzman 2006; Boyer 2018). The process of food
identity formation became markedly pronounced in the age of nation states
in the eighteenth and nineteenth centuries when a culinary canon turned
into an essential element that unites the nation, and cookbooks became
codified sets of traditions, written in one particular language to strengthen
the imagined community in Anderson’s sense (Anderson 1991; K. Ferguson
2004; 2012; P. P. Ferguson 2010). The French term terroir perfectly conveys
the idea of authenticity — it means a specific combination of geographical
characteristics, climatic conditions and history that contribute to the
product’s exceptionality (Trubek 2008; Monterescu 2017).

Since the establishment of the culinary canon is a modern-era
phenomenon, the idea of food authenticity should be critically assessed
(A. Weiss 2011; B. Weiss 2012). There is a billion-dollar industry behind
the idyllic representations of ancestral traditions: authenticity has been
turned into a gastropolitical issue that has already become the object of
regulation and conventionalization.® Hungary creates its
unique Hungarikum (Gille 2009),” France fights for its foie gras (DeSoucey

‘RUSSIAN PARMESAN, EVEN BETTER THAN THE ORIGINAL’

283



284

2010; 2016) and EU countries develop their appellation labelling
(Barham 2003). As Ichijo and Ranta (2016) point out, the idea of
authentic food has stakeholders who recognize its scope for meaning-
making and its features and who find means to identify and protect it.

The complexities generated within the global food order are hard to
fit into one frame. Instead of looking for ways these contradictions are
logically resolved in the minds of individuals participating in the
production, distribution and consumption of selected goods, it is fruitful
to address the way those contradictions coexist in a state of ambivalence,
which Bauman (1991) named as the main companion of the condition of
postmodernity and late capitalism (Jovanovi¢ 2016, 2; Ledeneva 2014,
19). In Robert Merton’s (1976) classic definition, ambivalence arises
from incompatible normative expectations (Merton 1976, 6). Shaped by
the tension between the global and local power structures, the industry
of authentic organic food requires its producers to adhere to mutually
exclusive requirements: to be both locally responsible and globally
competitive; to be both unique and standardized; to be independent and
to be able to cooperate with the large market (e.g., retailers) and
governmental structures to receive institutional and financial support.
Nevertheless, I would argue that producers of authentic food, in the end,
tend to benefit from this ambivalence, using the local-global tension as
the source of additional value in communication with customers and key
stakeholders on the market.

The unique story behind the product embeds it in a web of meanings
and values, turning it into an authenticated and personalized object
(Bogdanova 2011, 153). In an affluent consumer society, authenticity and
value go hand in hand, since a unique narrative turns every product —
from an antique painting to a bottle of wine — into a singularity, a valuable
cultural commodity, significantly increasing its price (Aspers and Beckert
2011; Beckert 2011; Bogdanova 2011; Beckert et al. 2017). Research on
valuation is focused on how and based on which criteria individuals
evaluate certain goods and practices, considering them (un-)worthy and
(un-)desirable, and which strategies social agents use to manage these
evaluations (Lamont 2012). Since the market is the arena of social
interaction (Beckert 2009, 246), consumers and local stakeholders, in
turn, must recognize the manufacturer’s inherent meanings — they must
understand why this product is valuable, which, in some cases of wine
and food, requires special skills and cultural capital (Pratt 2008; Aspers
2009; Beckert et al. 2017). Thus, coordination in the market of unique
goods arises between different modes of evaluation (Beckert 2009;
Lamont 2012).
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Food studies in Russia: state of the art and
new perspectives

Three different gastropolitical trends in post-socialist Russia attract our
attention. First of all, shock therapy and the opening of Russian markets
gradually normalized the new ‘Western’ consumer desires and practices
of rationalized shopping (Jung 2009) and differentiating between ‘the
taste of necessity’ and ‘the taste of luxury’ (Oushakine 2000). Despite the
abundance of new goods, former citizens of the socialist bloc have not
escaped nostalgia for Soviet food in the post-socialist states and Russian
diasporas (Boym 1995; Holak et al. 2007; Barney 2009; Klumbyté 2010;
Holak 2014; Goering 2017). Finally, as the gradual spread of nationalist
ideologies in post-socialist Russia and the search for identity in the former
Soviet republics revived discussions over national traditions, attempts to
find opposition to ‘rootless’ McDonald’s and Snickers attracted scholarly
attention (Caldwell 2002; Manning and Uplisashvili 2007). The topic of
alcohol occupies a separate niche in cultural (Herlihy 2001; Schrad 2014)
and sociological research (Nemtsov and Vager6 2011; Radaev 2017;
Radaev et al. 2020). Despite the presence of studies focused on the
material aspects of contemporary Russian patriotism (Gurova et al. 2017;
Kalinina 2017), food issues have received almost no attention (with the
exception of Barsukova 2017; Yormirzoev et al. 2019).

Opportunities for new socio-cultural research on food and related
consumption practices have opened up over the past decade, thanks to the
growing role of discourses of food security and self-sufficiency. Even
though Russia was moving towards import substitution and protectionist
policies before 2014, the food embargo marked the symbolic break-up
with the Western countries (Wegren 2014; Wegren et al. 2017; Barsukova
2018). It transformed the very cultural categories around food by dividing
the content of supermarket shelves into ‘us’ and ‘them’: overnight,
imported products disappeared from the supermarket shelves, and
excavators destroyed leftovers of imported food in a potlach-like ritual, all
featured in evening news programmes (The Economist 2015). ‘War and
cheese’ — an ironic allegory to War and Peace — accurately conveys the
patriotic fever that swept the Russian media in 2014-15 (The Economist
2016). Individuals missing zapreschenka were labelled as liberals ready to
sell their homeland for jamén by patriotic media.® In 2019, the National
Association of Meat Producers appealed to the Deputy Prime Minister to
ban individuals from bringing meat and dairy products from foreign
countries. In response to the public’s bewilderment, the Miratorg
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company’s head (a prominent import substitution lobbyist) distinguished
himself by suggesting that everyone should think about their ‘homeland
instead of jamén and cheese’ (BBC News Russia 2019). Opinion polls
recorded a marked change in the ideological climate and a ‘rally-around-
the-flag’ effect: for instance, in 2014 (right after the sanctions), 79 per cent
of respondents supported the embargo (FOM 2014); over the next years,
the share of respondents believing the embargo policy is justified hovered
around 82 per cent (FOM 2016; 2017; Kazun 2016). The government
framed the new policy as an opportunity for the country to develop its
agricultural industry and food market (Barsukova 2016; 2018)

The evolution of post-Soviet agricultural policy in Russia is a history
of a change in the general political line from the radical market liberalism
of the 1990s to state patronage and support of the agricultural sector in
the 2010s (Barsukova 2018; Wegren et al. 2018). Land privatization and
attempts to create a new class of individual (or family) farmers — ‘effective’
managers of their private property — were remarkably unsuccessful and
led to a continuous decline, making food and agriculture the least
developed sector of the economy (Barsukova 2016). The consolidation of
small farms into large agro-holdings characterized the last two decades
(Davydova and Franks 2015). The market structure was solidified by the
agricultural holdings’ dependency on regional and federal authorities,
making most of them inseparable from the state, since a substantial part
of them operate as a form of public—private partnership of bureaucratic-
market type (Barsukova 2016, 66). As in any Russian business under
significant state influence, embeddedness in networks of informal
relationships (sistema) plays a major role in establishing contacts and
partnerships (Ledeneva 2013; Barsukova 2019). The latter is vital for
small independent producers since access to financial support and
avoiding bankruptcy is often possible only through being embedded in
sistema (for example, through membership in a central committee of a
leading political party or a major business association) (Ledeneva 2013).

By 2012, family farms and individual entrepreneurs produced only
9 per cent of the country’s gross agricultural production (Davydova and
Franks 2015, 135). The latest available data on the post-embargo period
show that in 2015, about R6 billion was allocated to support individual
farms; in 2016, R14 billion was earmarked for distribution (Barsukova
2016, 68). While the major market players are still the embargo’s primary
beneficiaries, individual farmers are supported via targeted measures
(Wegren et al. 2018). For instance, the Moscow oblast’ administration
allocated over R300 million in the form of grant-based financial aid
(Dairy News 2020).
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Despite the apparent superiority of large companies that can fill
supermarket shelves faster and cheaper, Moscow and the nearby regions
observed a notable increase in festivals and marketplaces with various
local producers’ goods. The ‘marginal minority” of individual organic
farmers in Russia is the main target of this research’s empirical part. Apart
from the general interest in the phenomenon of authenticity in food and
its use in valuation strategies, there are other reasons why these
entrepreneurs should be studied as a new, emerging structural element of
the Russian economy: the niche is growing on the back of increased
interest in eco-friendly lifestyles and craft goods, especially in the 16-30
age group (Gudkov et al. 2020). Moreover, patriotic fervour turned some
farmers, such as the already mentioned Mr Sirota, into significant public
figures lobbying for their interests in various state-associated organizations.

Methodology

Based on the existing theories mentioned above, it can be assumed that
not only entrepreneurs’ personal imaginaries will shape the way they
narrate the story behind their products. Therefore, to understand the
valuation strategies they employ, one must also ask them about how they
see their place in the market, where they have to coexist with the large
agro-industrial holdings and state policies. The empirical part of this
chapter is based on field research conducted in April 2019. The grounded
theory methodology was chosen as the most suitable way of performing
an exploratory study (Milliken 2010). Four criteria were used to select the
most vivid cases of individual farmers working with organic Russian food:

1) Their marketing strategy should emphasize localness, ‘Russianness’
and their products’ purity.

2) Those projects should have an articulated ‘social mission’, or, at
least, clear statements about their ideas.

3) They should cooperate only with other small-scale producers and
stay outside of extensive supply chains.

4)  They should have a visible media presence.

Overall, five cases were selected. Since the number of personal in-depth
interviews with the informants was limited, they were combined with the
ethnographic participant observation in the farm-to-table restaurant
owned by one of the informants and secondary sources analysis. The
latter included interviews, social media publications, official websites
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and, in one case, a public blog. All personal in-depth interviews lasted
from two to three hours; the names of respondents have been changed. All
of the research took place in Moscow, and all the farmers in the selected
cases were from Moscow and the Moscow region.

The imaginary value: authenticity and armchair nostalgia

What is authentic Russian food? In interviews, this question was asked to
understand how the entrepreneurs define Russian food and what they
mean by authenticating their products. When asked about the origin of
these recipes, my informants pointed to historical cookbooks and traditions.

Kisel’ is usually perceived as a starchy drink you are given in the
school canteen. However, this is not a drink but a dish made of
different ingredients. Kisel’ with pea is something like hummus.
And sweet kisel’made from oats is like a Russian answer to panna
cotta. (Alexander, farmer, owner of the cooperative and the
farm-to-table-restaurant)

Pre-revolutionary origins united all of them; the selectivity of ingredients
is marked not only by the period but also by their simplicity and association
with the peasant diet. Moreover, my respondent shared his plans to
organize a food festival in Pereslavl-Zalesskiy, combined with a major
religious holiday. From a historical point of view, the stable association
between Russian cuisine, Christianity and the peasant diet occurred first
in conscious attempts to construct a national culinary canon in the
Russian Empire (Smith 2011; 2012).

Yet the regular variety of goods presented at the farmers’ shops,
whether my respondent’s shop or the famous cheesemaker Oleg Sirota’s
project, consists of consumer categories much more familiar to the
average customer’s taste: yoghurt, milk or bread.!® With these details in
mind, I argue that in this case, authenticity is not about the food itself.
Instead, it is constructed through historical performance — references to
pre-revolutionary heritage in recipes on the website and in restaurants,
marketing strategies and visual design. In his research on valuation,
Beckert (2011) speaks of an imaginative performance of goods ‘that
evoke fantasies based on symbolic associations with desired events,
people, places, or values’ (Beckert 2011, 110).

Claiming historical authenticity means giving goods a specific type
of imaginative value recognized by consumers and other stakeholders,
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such as authorities who provide ‘patriotic’ grants to farmers. Valuation
strategies are shaped through specific cultural repertoires — sets of
symbols, associations and collective symbolic representations (Beckert
2011; Lamont 2012). Popular representations include, for example,
associating modern farmers with the traditions of Russian merchants. In
his blog, Oleg Sirota writes:

Friends! Our cheeses are on Red Square! Each time, being here next
to the counter, I have fantastic feelings of belonging to the peasants
and merchants who brought their goods, cheeses, sausages, bread for
hundreds of years. It turns out that we are continuing their glorious
traditions; we have something to be proud of and should not be
ashamed of our great grandfathers! (Oleg Sirota, personal blog)**

Appealing to the merchant tradition was common among Orthodox
entrepreneurs (Fomina 2020) and early Soviet entrepreneurs — shuttle
traders and the first members of trade cooperatives (Skvirskaja 2018).
Utopian images of Moscow, the city of ‘priests and traders’, and nostalgic
narratives about Russian merchants are a sort of response to the lack of
official entrepreneurial culture in the Soviet Union, where the official
state ideology condemned profit-seeking and labelled it as speculation
(Skvirskaja 2018, 548). Goods with imaginative value can take us to
other places and create so-called armchair nostalgia — nostalgia for a time
in which we never lived (Bogdanova 2011, 172). The visual design and
marketing strategies of the entrepreneurs I interviewed and of the most
media-savvy farmers, such as Oleg Sirota or German Sterligov, refer us to
a pre-revolutionary peasant utopia.’? On a larger scale, the Tsarist
nostalgia became a widespread cultural phenomenon after the so-called
conservative turn in Russian politics in 2014 - precisely the year when the
food embargo attracted media attention to the farmers (Laruelle 2016).
Concurrently, turning to pre-revolutionary imagery does not automatically
turn a farmer into a Russian nationalist. In symbolic strategies of
enhancing the commodity’s value, individuals use culture as a toolkit — a
flexible set of established cultural representations that help them
communicate with other social agents on the market (e.g., consumers and
the state) (Beckert 2009; 2011).
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‘Not like Soviet food’: constructing the positional value

Against the background of Soviet nostalgia, the lack of references to
Soviet culinary heritage attracts attention. Researchers of food nostalgia
in former socialist countries regularly point to its paradoxical nature —
people tend to miss foods from the past despite the traumatic experience
associated with stagnation, empty food shelves and poor service (Kaspe
2008). Taking these collective representations into account, entrepreneurs
from the premium segment try to avoid negative associations. In one of
his online articles, the head of the organic farmers’ cooperative compares
‘a Soviet citizen without a clan and a tribe’ with the global consumer
today (Akimov 2016). What united Soviet and Western citizens was the
consumption style set by mass industrial production; food was certified
and standardized, provided by the large-scale supply chains. Organic
farm products, which, like wine, claim the status of a delicacy, have a
positional value - it signals the belonging to a particular class, and its
audience should distance themselves from the mass-produced food of
poor quality (Beckert 2011; Beckert et al. 2017).

As noted earlier, leaving aside authenticity performances, we can
see that the new Russian farmers’ assortment combines familiar products
and ‘Western’ specialities. It is unlikely that Russian inhabitants knew of
yoghurts, gluten-free bread, or ricotta and burrata cheeses from ancient
times. Nevertheless, we regularly see Russian surrogates of such foreign
products. Their prices are also striking — the average Russian Parmesan is
more expensive than its European counterpart brought into Russia in a
suitcase (of course, excluding the transportation costs).

It is not a coincidence that organic farming enterprises offering
their domestic analogues to Parmesan began to grow close to big cities.
According to statistics, 54.4 per cent of the Russian middle class lives in
large Russian cities, with every 10th representative living in Moscow; the
core of the middle class that meets all necessary characteristics is only 7
per cent of the population (Tikhonova 2019). The upper-middle class,
whose purchasing power grew during the 2000s, acquired what Bourdieu
calls the ‘taste for freedom’ — the ability to choose and perceive food not
only as a way to satisfy basic needs but also as a social practice that brings
pleasure (Bourdieu 1986, 178; Ochs et al. 1996, 8; Tikhonova 2016,
104). In his work on culture and symbolic violence in contemporary
Moscow, Mikhail Iampolski (2018) gives a vivid illustration of upper-
middle class Muscovites’ reaction to the food embargo: ‘A friend of mine
put smuggled cheese on the table, for which he paid a triple price by
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saying: “We will not let you bring us back to the USSR!”’ (Iampolski 2018,
127). The logic of distinction and symbolic boundaries is the key to
understanding such irritation — limiting the freedom of choice in
consumption is perceived as a return to the ‘world of necessity’ associated
with the Soviet Union (Iampolski 2018).

The logic of freedom (in contrast to the logic of necessity) and taste
makes the middle class more sensitive to symbolic elements of
consumption, that is, to different types of valuation (Bourdieu 1986;
Lamont 1992). Recognition of this guides the farmers featured in this
study: in their niche, they compete for the opportunity to sell a product
with the highest imaginary and positional value. The latter is expressed
through the construction of symbolic boundaries between the consumer
of a mass product, equalized to the Soviet citizen, and connoisseurs
whose cultural and economic capital allows them to understand what
real healthy food is and to try new exotic things.'*

Sistena and beyond

The food embargo of 2014 may look like a radical movement towards
food sovereignty, attempting to re-localize the food system; yet in
respondents’ perception, the current agricultural policy is a continuator
of Soviet gigantism. The patriotic facade of import substitution has turned
into a cultural representation which, firstly, is well integrated into the
idea of confrontation with the West; secondly, is popular with the general
public; and thirdly, is used by both large-scale producers and individual
farmers to attract attention and receive development grants and other
financial assistance (Barsukova 2017; 2018). Nevertheless, as was noted
in the previous parts of the chapter, the market structure faced little
change, and individual farmer-entrepreneurs remain a marginal
phenomenon. In such conditions, the references to authenticity are
constructed through the opposition between the large-scale and
traditional craft modes of production, giving the products an imaginary
and positional value.

If you look at the fundamental part of this, it seems that the agro-
industrial complex as a part of the business ... its beneficiaries are
not the people related to the territory they use. It is a fundamental
thing. They aggregate vast spaces, including many ecosystem
elements, create some products, and make money out of it. It does
not mean that these people are evil. They may be great owners, but
they are self-interested. It is understandable. Their interests are
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related to profits. Not to the space they use ... They say: ‘Yes, it may
be bad for the environment, but you have to prove this. And I do not
care much because I live thousands of kilometres away and have
never been to these places.” (Alexander, entrepreneur, farmer,
owner of the cooperative and the farm-to-table restaurant)

The tension between the global and the local expressed by the respondent
is conflated with the general critical narrative regarding food supply
chains, common among both activists and academic circles (Carrier
2008; Tsing 2009). When asked what the fair organization of the industry
would look like, one of the respondents referred to the historical case of
a pre-revolutionary merchant from the Arkhangelsk region, who invested
all surplus in the development of his native village. Another interviewee
referred to a story about Nicholas II, who, presumably, had enough skills
to grow food in his garden. The emphasis on localization and
personalization, as opposed to the regular supermarket food’s anonymity,
plays a significant role in enhancing its symbolic value. While authenticity
and localness give goods the imaginative value of the desired, intangible
idea of a better, fair world with better food, the positional value occurs
through comparing the real food for those who understand and the mass-
market commodities for less sophisticated ones.

— And what about the scale of production?

— This is the key. What do we produce: food or commodities?
Sometimes there is more control in the factories. But it also means
additives. Just another ideology, you know. (Sergey, small-scale
entrepreneur in organic farming)

Although working in a specific niche and defining their authenticity
against the backdrop of the large-scale food suppliers is a vital economic
and symbolic strategy, the respondents acknowledge the advantage of the
current food policies:

What I've seen ... What is going on? We worked at a cheese festival
this summer. It was a real bomb. There were so many producers.
And people who were interested in it. They travelled to Europe and
knew all these cheeses. And they went to a [local, Russian] cheese
fair and spent a lot of money there. (Igor, small-scale entrepreneur,
sells organic products made of pumpkin)
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At the end of August 2021, after a long period of sanitary restrictions, a
festival of farm products, ‘Cheese! Feast! Peace!’, took place in the vicinity
of Moscow.'* Oleg Sirota was its main organizer, PR manager and host.
Small local producers of cheese, honey, dairy and traditional Russian
food were positioned alongside large sponsoring companies (for instance,
with Zolotaia Balka),'® and the key guest of the first days of the festival
was Andrey Vorobyov, the current governor of the Moscow
region.'® Accompanied by the cases above, I argue that this situation
illustrates the ambivalence structurally embedded in producing authentic
organic foods. On the one hand, the positional value that signals the
proper values to the customers is acquired by opposing large structures of
agro-industrial production; authenticity, in this case, represents a
symbolic opposition to the structural power of corporate capitalism and
the state, which are strongly interrelated in the Russian case and
constitute what Ledeneva (2013; 2014) calls sistema. On the other hand,
only within the sistema is it possible to achieve significant commercial
results, including the vital access to new markets and large retailers’
shelves. The situation of dependence produces ambivalence and the
ability to incorporate contradictory dispositions (Smelser 1998), or
‘pragmatic doublethink’ (Ledeneva 2014).

Concluding remarks

The mere existence of erstwhile unimaginable products such as Russian
Parmesan may puzzle some international readers of this chapter.
Nevertheless, the deconstruction of authenticity shows how various
cultural representations, popular at the moment, become means of
increasing product value and commercial profit and an essential tool in
negotiations with the state and other structures built into the system that
allocate resources in the market. In a broader context, this finding allows
us to enrich our understanding of such phenomena as rural populism in
Central and East European countries. Farmers may use patriotic or
nationalist rhetoric not because of their personal views, but because that
is how market power works — counting on state support, one cannot afford
not to be patriotic. Taking the market as an arena of social interaction
aimed at mutual coordination (Aspers 2009; Beckert 2009), farmers use
different strategies to communicate with potential stakeholders, including
customers, and enhance their symbolic value. The first strategy, which I
call nostalgic performance, refers to the construction of uniqueness
through references to symbolic representations of Russian heritage and
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culture. The second strategy is to draw symbolic boundaries between the
unique farmers’ dishes that nourish the body and mass-produced food
associated with industrial supply chains. As Bogdanova (2011) shows, in
the construction of quality, stories about the product and the market
environment are equally important since ascribing value to a particular
commodity means comparing it with others. The respondents regularly
did this by drawing the line between Soviet and Russian, local and global,
and mass production and the specific market niche they belong to. In this
context, the successors of Soviet mass production are agro-industrial
holdings that control most of the market and from which individual
farmers distinguish themselves on a symbolic and practical level, thus
forming a separate market niche.

Notes

1 This chapter is based on the dissertation submitted in partial fulfilment of the requirements for
the degree of Master of Arts at the Department of Sociology and Social Anthropology, Central
European University. For the dissertation text, see Kusimova (2019).

2 For more information, see the documentary by Ben Garfield about Russian Parmesan (English
subtitles): Meet a Russian Man Who Built a Cheese Factory in the Snowy Wilderness | War and Cheese.
(2017). Accessed 24 September 2020. https://www.youtube.com/watch?v=WG3VcOOltNw.

3 The notions of fair trade, food sovereignty and food security intersect, and the search for differences
between them would be a topic for a separate research project. In this chapter, the terms are used
as synonyms because all of them (1) emphasize the local origin of the products, (2) declare
opposition to neoliberal food regimes and (3) emphasize the need for fair wages for workers.

4 By 2018, nearly 1,500 convivia in 160 countries were established. See, for instance, Slow Food
International, ‘Where We Are’. Accessed 11 March 2021. https://www.slowfood.com/
about-us/where-we-are/; Slow Food International, ‘Convivia in Russia’. https://www.
slowfood.com/nazioni-condotte/russia/. One of the respondents belongs to this movement
and regularly participates in their events.

5 This research took place when there was no official certification of organic products in Russia.
As of 1 January 2020, the Federal Law ‘On Organic Products’ came into force, which will allow
producers to obtain official confirmation of their status.

6 In 1984, Arjun Appadurai coined the term ‘gastropolitics’ to grasp the variety of relations of
power, identity and belonging embodied in food (Appadurai 1981, 495).

7 Hungarikum: ‘a unique product, marketed and protected as originated in Hungary and
embodying national traditions’ (Gille 2009, 59).

8 Zapreschenka (from zapret; English: prohibition): a slang word used for food products banned
in the Russian market since 2014.

9 One of my informants’ description of his role on the market.

10 ‘Magazin’ [Shop]. Istrinskaya Syrovarnya Olega Siroty [Oleg Sirota’s Istra Creamery]. Accessed
12 March 2021. https://parmezan.ru/shop/; ‘Vitrina’ [Showcase]. LavkaLavka. Accessed 12
March 2021. https://lavkalavka.com/; ‘Magazin’ [Shop]. Internet-Magazin Krestyanskih
Prodktov Bratyev Sterling [The Sterling brothers’ peasant food shop]. Accessed 12 March 2021.
http://sterling.market.

11 Oleg Sirota’s personal blog in Telegram. Accessed 10 March 2021. https://t.me/
sirotaoleg/1173.

12 Probably, the most extreme case of utopian-messianic imagery is German Sterligov’s Sloboda:
‘Ofitsialny Site Germana Sterligova’ [German Sterligov’s official webpage]. Accessed 12 March
2021. http://sterligoff.ru/.
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13 Itis worth noting the farmers featured in this chapter had promising careers before they started
their businesses, which means, in particular, that they could afford to take risks in terms of
costs. Of the modest number of those with whom I conducted in-depth interviews, two had
entrepreneurship experience even before turning to organic products. My third interviewee,
my host during the ethnographic part, was a well-known journalist in Moscow. Regarding the
authors of publications used as secondary sources, Oleg Sirota is a former IT entrepreneur, and
German Sterligov was a well-known businessman in the 1990s. Considering this fact and their
orientation towards the demands of the middle-class population of nearby large cities, this
phenomenon should be examined as part of rural gentrification instead of the general rural
population (Mamonova and Sutherland 2015).

14 ‘Syr! Pir! Mir!”” [Cheese! Feast! Peace!]. Accessed 30 September 2021. https://parmezan.ru/
events/syr-pir-mir-2021/.

15 Zolotaia Balka is one of the largest wineries in Crimea. Since 2015, it has received numerous
additional investments for modernization and expansion of production. For more information,
see ‘Nasha Istoriya. Zolotaia Balka’ [Our history. Zolotaia Balka]. Accessed 30 September 2021.
https://zolotaiabalka.ru/company/history/.

16 Oleg Sirota’s personal blog in Telegram. Accessed 30 September 2021. https://t.me/
sirotaoleg/3361.
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Everyday politics of consumption:
Why cynical consumers are
disappointed citizens - the case of
Moscow during the economic crisis
of 2014-2017

Regina Resheteeva

Introduction

Consumer grievances — about rising prices and limited choice, for instance
—can be experienced as emergencies demanding an immediate response on
the behalf of both the government and consumer-citizens (McCormack
2015). General economic instability reinforces citizens’ doubts about the
legitimacy of both the market order and the political regime that maintains
it. According to national surveys over the last two decades, rising prices
were named as the most troubling social problem in Russia, consistently
beating corruption, unemployment and other popular sources of
discontent.! Russians interpret consumer experiences as just another facet
of politics and evaluate the political system based on their consumer
perceptions (Shevchenko 2008). The consumer realm is closely intertwined
with political reality: good governments care for their citizen-consumers’
well-being and would not let them feel vulnerable and deprived.
Economic grievances and severe restrictions in consumer choices
can trigger public discontent and a political outery (Thompson 1971;
Kozminski 1991; Mazurek and Hilton 2007). The readiness of Russians to
publicly protest against economic problems and falling standards of living
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during the 1998 and 2008 crises confirmed this approach.? The most
recent (2014-17) crisis, however, stands out. During this period
indicators of ‘protest potential’ in relation to economic deprivation have
decreased sharply, demonstrating that Russians are not willing to
participate in protests on account of the economic downturn. It is possible
that the patriotic surge after the annexation of Crimea in 2014
discouraged Russians from protesting (Goode 2016). One may assume
that political apathy backed up by the patriotic surge has suppressed
anxieties in the consumer sphere. But is it possible that one of the most
severe periods of economic turbulence in Russia for the past 20 years had
no effect on consumers’ subjectivity?® Did rising prices and decreasing
incomes in 2014-17 really have limited to no impact on ordinary citizens?

There is a growing body of research that breaks down the idea of an
apathetic and apolitical Russian society (Erpyleva and Magun 2014). This
is possible if we examine events through a different analytical lens and
look beyond classical forms of political expression and see how ordinary
life contains elements that prompt us to rethink political and social
hierarchies. Politicization in a pragmatic politics framework can be
viewed as the ‘process of linking and aligning one’s everyday life with
developments in society and politics at large’ (Clément and Zhelnina
2020, 145). Consumption is a part of the predictable world of everyday
life associated with monotony and organized passivity, but at the same
time it is an accessible platform for resistance to the dominant order
(Trentmann 2006; 2007). For ordinary citizens the consumer realm is an
approachable medium to reflect on the social world and the power
ambivalence within it.

Studies explaining consumer behaviour during the 2014-17 crisis
in Russia describe a process of consumption simplification (Kotelnikova
and Radaev 2017; Mareeva 2017; Kozyreva and Smirnov 2018). Mass
surveys show that Russians usually reduce spending in order to get by,
buy less, purchase lower-quality products or cheaper alternatives or
combine all these strategies. The same coping strategies were observed
during the previous economic shocks (1998 and 2008). Even though
fixed questionnaires help to detect trends, they fail to capture seemingly
trivial interpretations and meanings in everyday life. I want to focus on
consumer perception and meaning-making processes because consumer
experiences are filtered through various interpretive frameworks
(Zerubavel 2009). While focusing on micro-level meaning-making, I
acknowledge that interpretive schemes employed in everyday life are
shaped by more general cultural meanings.
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In the present chapter, I want to show that neither macro-level
categories of political protest nor crisis coping can explain a more subtle
political rationale in consumers’ lifeworlds. Instead, by employing the
more flexible framework of pragmatic politics, we can see the intricacies
of power ambivalence in consumer perception. I aim to present the
‘multidimensional nature of ambivalence’ from consumers’ perspective
and highlight how the state and the market provoke this ambivalence
(Hillcoat-Nalletamby and Phillips 2011, 204). How do consumers
perceive the connection between daily life experiences and the political
and social order? How do consumers rationalize market disturbances
during crises? In what ways do political claims and evaluations appear in
consumers’ daily routines? By using qualitative data, I want to provide
insights into the political dimension of consumer experiences during the
2014-17 period and suggest a more general socio-cultural context that
shaped those perceptions.

The chapter proceeds in four sections. In the first section I will
briefly outline theoretical discussions about the politics of consumption
and the analytical benefits of using the culturally specific approach of
pragmatic politics. In the following three empirical sections I will start
with the perceived political dimension of the economic crisis before
explaining the interpretive framework used to make sense of what is
happening on the market and then discussing the ambivalence of state
involvement. The interpretive schemes are interconnected: reflections on
one element of social reality are linked with other interpretations. I will
show how consumers lump together meanings about actors at different
levels. In the discussion section I will try to bridge the micro-level
interpretive schemes with the historical and cultural context that shaped
consumer subordination.

Everyday politics of consumption: theoretical
underpinnings

A number of social scientists emphasize that consumers use the market as
a political arena and define this form of consumer involvement as ‘political
consumerism’ (Shaw et al. 2006; Strgmsnes 2009; Micheletti and
McFarland 2012; Micheletti and Stolle 2012). This theoretical approach
argues that the needs of self-interested consumers can encompass collective
goods and political possibilities (Soper 2007; Schudson 2007). Political
consumerism is a form of individualized collective action, and purchasing
power becomes a tool for restoring social justice without government
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intervention. Political consumerism is associated with traditional political
participation (Micheletti and Stolle 2012; Copeland 2014).

Without the need for external coordination from the authorities,
the consumer is able to take responsibility for social change. Recognizing
the need to achieve social change or alter the social balance, consumers
can act both individually and collectively in their pursuit to contest some
system of authority (Handelman and Fischer 2018). Thus, the market
provides consumers with the potential for political expression in a creative
way. For example, consumers can boycott companies that are suspected
of wrongdoing (Friedman 1996). Another popular form of consumer
activism is a ‘buycott’, which is when consumers buy from selected
companies in order to reward these firms. However, consumer resistance
can seek ideological and cultural change and be directed at more
intangible things such as mainstream consumer sensibilities (Kozinets
and Handelman 2004; Izberk-Bilgin 2010).

If we specifically look for examples of political consumerism in the
Russian context, we can find fitting examples. For instance, at the
beginning of 2021 opposition politician Alexey Navalny was sentenced on
charges of embezzlement in connection with companies associated with
the French cosmetics brand Yves Rocher. Shortly afterwards, consumers
who deemed this arrest politically motivated and unjust called for a
boycott of this cosmetic company via social media. Manifestations of
consumer activism are extremely important in the context of the changing
political landscape in Russia. These acts and the rationale for them
deserve to be acknowledged and studied. However, this is only the tip of
the iceberg: the complex nature of political consumerism cannot be
reduced to sporadic acts of consumer activism.

Even though political consumerism captures the changing nature of
political expression and civic engagement in the period of late capitalism,
it fails to recognize the culturally specific meaning of political action and
the institutional embeddedness of the consumer sphere. The theory of
political consumerism is based on Western democratic regimes and lacks
anthropological accounts of consumer subjectivity. Moreover, prior
research on consumer activism explores particular consumer communities
or specific ways of achieving their goals and yet ignores ordinary people
with their mundane acts of consumption (Handelman and Fischer 2018).
Instead, I seek to explain the variety of meaning involved in the everyday
politics of consumption.

Firstly, we need to focus on everyday life and the interpretive
schemes that consumers use to make sense of market reality. Mundane
and seemingly trivial experiences contain within them consumers’ ideas
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about how the economy should work. Even consumer perceptions that
experts would consider ‘erroneous’ can influence consumer reactions and
shape the general market order (Swedberg 2018). In order to unpack
those meanings, we will employ a pragmatic politics approach. Pragmatic
politics emerges when people make political evaluations based on their
everyday experiences in their immediate environment (Clément and
Zhelnina 2020). By elaborating on consumer perceptions we can detect
how people make sense of political reality in consumer matters.

Secondly, we take account of the fact that consumer perceptions to
some degree are shaped by collective memory — the schemata by which
people understand the past and interpret the present (DiMaggio 1997).
Consumer identity is a subject and object of politics in a broad sense
(Trentmann 2006; 2007). If we stretch out Karl Polanyi’s argument that
governments shape markets, we should admit that governments mould
consumers as well (Polanyi 2001). Consumers’ perceptions of what is just
or unjust, acceptable or unacceptable are embedded in social relations
and institutions. The development of consumer subjectivity is closely
intertwined with the development of the nation state, with the result that
national consumer identity reflects local civil norms (Cohen 2004;
Trumbull 2006; Bevir and Trentmann 2007; Hilton 2007). That is why in
the discussion section we plan to bridge micro-level interpretive schemes
and the historical context that produces the cultural matrix of individual
consumer meanings.

Data and methodology

Using qualitative methods of analysis, we want to identify the interpretive
schemes that ordinary consumers rely on, and the nuances of consumer
perception. In the interviews, one can find cultural projections at the
macro level: on the basis of personal stories, we can reveal the collective
meanings to which the informants appeal.

Data collection and analysis were carried out following the logics of
grounded theory (Charmaz 2006). The first stage of the research is the
collection and analysis of the in-depth interviews. After that, data
collection and analysis are alternated with theoretical comprehension,
determining the course of the final conceptualization. Categories and
subcategories obtained at the first stage and data analysis were
supplemented with subsequent theoretical conceptualization. Recent
developments in the field of grounded theory suggest that setting out
one’s theoretical intuitions at the empirical stage is an advantage,
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contrary to what the creators of the method believed (Timmermans and
Tavory 2012). The main goal of a grounded theory — the formation of new
theories — is possible provided the researcher cannot integrate the results
obtained into existing theories and therefore is forced to revise them.

The research uses data from 54 in-depth interviews collected in
different periods. Initially, the data were collected from May to December
2014, at the beginning of the economic crisis; the second round of data
collection was in summer 2015 and the final data gathering round was
from October 2016 to March 2017, when the inflation rate slowed down.

The first stage of the analysis was based on 17 interviews, and we
developed two central analytical categories — ‘not to be deceived’ and
‘consumer proactive behavior’ — and identified subcategories related to
the role of the state, the social environment and the quality of goods.
Next, we added to the analysis 14 more interviews, gathered in 2016. We
refined the existing categories and paid closer attention to how selective
savings and calculations were used to maintain informants’ well-being in
the market. After that, we conducted another round of data collection: 23
additional interviews in 2017. These were more focused interviews,
where specific themes were clarified: forms and perceptions of savings
and perceptions of state responsibility.

In grounded theory, sample design involves the intention to ensure
representativeness not of social groups but of the social meanings that are
used by individuals to interpret events in the surrounding world. To select
respondents, the theoretically driven snowball sampling technique was
used.” The informants were recruited through the study authors’ social
networks. Initially, recruiting informants was based on the snowball
technique. However, using only this approach, we risked limiting
ourselves only to people of a similar social status. To move beyond the
homogeneous group in our social circles, we used multiple entry points
into the field and sought to maximize variation in the characteristics of
the people whose experiences are represented in the study. Additionally,
through the weak ties of the researchers, we tried to reach informants
from vulnerable social groups, as well as informants with a high socio-
economic status. To obtain a saturated description and reduce the
possibility of selection bias associated with snowball sampling, maximum
heterogeneity was ensured in other socio-demographic characteristics
(informants were aged between 21 and 70 years; 34 informants identified
themselves as females and 20 as males).

The analysis of the interviews began with open coding (paragraph
by paragraph and line by line of the transcript). Coding reflects emotional
assessments, value statements, cause-and-effect relationships and so
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forth (Saldafia 2015). The next stage of the analysis was selective coding.
Comparing interviews and primary categories made it possible to form a
continuum of categories and clarify the relationships between them (the
stage of axial coding). Continuous categorization is essential for the
selection and elaboration of core categories. To structure the coding
results, we used situational maps (Clarke 2003), which allowed us to
structure the links between categories and subcategories.

Reliving through crisis: forms of powerlessness

In the beginning of the crisis, we detected an acute reaction to the rising
prices. Natalia is a young woman working as a brand manager for an
international company with a steady income. Our interview took place in
December 2014 during the sharp devaluation of the rouble.

How is it fair that, only a couple months ago, I booked a tour to
Courchevel [expensive ski resort in France] and now I should take
instant noodles with me in order to get by on my vacation at a
luxurious resort? I have instantly become poor and I have absolutely
no control over this. They made the decisions [referring to politicians
and the annexation of Crimea], but why do I have to suffer?

In the beginning of the crisis, feelings of powerlessness were especially
acute for those who had been socialized during the establishment of the
market economy and for whom it was their first crisis as a grown-up. The
sudden change in their life chances was emotionally articulated by younger
people from the middle and upper classes. They described the crisis
situation as unjust and unfair. During their life trajectories, they have
achieved relative stability and prosperity, but this was crushed by external
forces they have no control over. Ordinary things such as travelling,
ordering clothes from abroad and buying international products became
less affordable or even out of reach almost at once. But all those consumer
choices were building blocks for the perception of a ‘good life’.

The crisis for young middle-class people in their late 20s and early
30s became a threat to their identity and to a certain extent to their
ontological security. The crisis highlighted a perceived sense of
powerlessness: they suddenly realized that their lives and well-being can
easily be manipulated. If the crisis was perceived as a ‘side-effect of
political ambitions and mistakes’ made by particular actors, the
informants described how they blamed officials for the situation. Deprived
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of their agency, informants expressed great dissatisfaction with
government decisions. In line with this reasoning, crisis was an option
chosen by those who would not be affected by it, and those who rule the
country would not be deprived. Some people expressed their feelings
through metaphors of ‘being violated by someone in power’, meaning that
they perceived themselves as expendable instruments in political ‘games’
that hardly even concern them.

We also traced powerlessness in the narratives of older people, but
this powerlessness was of a different nature. They also felt disappointment
with rising prices and lowering living standards, but this crisis was just
another one in their lifetimes. The interpretation structure of the older
generation’s narratives is slightly different. Firstly, older people described
crises more mildly than younger people. While expressing concern and
frustration with the habitual objects of the lifeworld (i.e., product prices
and product quality), they normalized this situation with their familiarity
with similar situations in the past: ‘It happens all the time, nothing new.’
This crisis was just another unfortunate turn of events during the course
of their lives. In contrast with young people in their late 20s to early 30s,
they had lived through structural transformation following the collapse
of the Soviet Union and struggled through the transition period with
several economic crises. The experience of reliving periods of crisis
equipped people with cognitive resilience and the preparedness for things
to go down. So, the consumer identities of the older generations have
been forged by the routinized uncertainties of everyday life (Shevchenko
2008). Thus, previous hardship experience has created habits of
anticipation — a cognitive shield that allows them to navigate crises more
steadily. They still feel powerless, but it is not a disarming and disorienting
feeling: it is an accustomed state.

States of crisis relatively quickly become the new normality and
background idea. During our second round of interviews crisis is rarely
mentioned and, in some cases, is not even identified as a source of economic
hardship. Everyday life still contains political evaluations and ideas about
market functioning, but ‘crisis’ appears to be more intangible in nature. It
was easy for respondents to blame or praise politicians but more difficult
for them to grasp the effects of the crisis. In some interviews we traced how
respondents used more convenient and acceptable substitutes for ‘crisis’.
For example, while explaining the current consumer situation or analysing
what had changed over the past years, informants referred to the ‘usual’ or
‘natural’ rise in prices that happens each year. Others perceived crisis as
‘something that happened with dollar/oil prices’.
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We do not think that crisis trauma just fades away. Rather it is
cognitively costly to stay in a disrupted moment; everyday life requires
coherence and predictability. The crisis influenced the situational settings
for many people but eventually became part of the new normality to such
a degree that it is not even noticeable. This idea that perpetual crisis is a
normal state of affairs in the country is widespread: 42 per cent of
Russians agree that Russia is always in crisis.” It is hard for those who are
not experts or do not have special training to make sense of the
phenomenon of crisis. It is experienced not as an extraordinary event but
as a continuous state of being, part of the surrounding environment.

Cynical consumers and perceived power imbalance

Crisis is a difficult and abstract category to make sense of, but it is easier
to label and grasp its consequences. A particularly acute consumer
reaction is caused by price rises when they seem hard to justify. For
example, Natalia gave the following explanation for the hike in prices. I
asked whether she had noticed anything different when casually shopping
for necessities. In this small passage she confronts different market actors
(international and local producers) and tries to make sense of what is
happening. Her reasoning is built around different kinds of products that
allow her to navigate rights and wrongs on the market.

Why should I blame Apple for doubling iPhone prices? They do not
care about some distant country and its problems and why should
they? They just mechanically reacted to the increase in the currency
exchange rate. But I do have questions to nut producers in my local
store. Why did they suddenly decide to double the price as well? Do
they have international loans or production sites abroad? No, they
just pick damn nuts in a Siberian forest, that’s all. They have no
business operations in dollars. I even looked at the date of
production: it was before all this was even happening [meaning the
start of economic crisis]. So why should I pay double just because
they [nut producers] decided to profit quietly [‘pod shumok’] from
this situation?

Trying to decode the price composition, she feels deceived. If consumers
perceive prices as unfair, they will interpret this as opportunistic
behaviour on the part of the seller. Unfair prices do not necessarily overlap
with expensive prices that consumers cannot afford. In Natalia’s case, an
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iPhone is expensive, but this price change is justifiable. By contrast, nuts
are affordable but, even so, their price triggers an emotional reaction and
disapproval. In the end, price unfairness is interpreted in the light of the
ill intentions of those who set it. So, as it is derived from the behaviour of
a market actor, price perception is a judgement tool for ascribing blame.

The moral evaluation of the market itself reflects what a society, or
a group, defines as good or bad, legitimate or inappropriate (Fourcade
and Healy 2007). In these settings, blunt speculation with prices
corresponds with liberal market reasoning but violates social obligations
and norms, and so it is criticized by consumers. Enduring circumstances
that continuously seem to crush consumers’ expectations of fair trade, our
interviewees voiced feelings of being vulnerable before the market
system, but not in a sense that they could do nothing; rather, they were
aware of the power imbalance in favour of sellers. In their perception
market players were able to just switch prices without thinking about the
consumers’ needs.

Accounting for the ‘fairness’ of the purchase, consumers expect a
‘righteous’ and ‘just’ market exchange where each party seeks benevolent
and equal relations. Our informants described the behaviour of market
players using words such as ‘cashing in’, ‘robbing’, ‘profiteering’ and so on.
Basically, in consumers’ perceptions sellers have the potential to limit
their freedom of choice. In these ambiguous situations, a seller benefits
from power asymmetry on the market: they ‘seized the opportunity to
profit’ and ‘take advantage when they can’. Crisis was a trauma that
happened to all Russians, so in a way consumers expected some sort of
compassion from market players and judged those who refused harshly.

Although suspicion was a dominant frame within which to describe
sellers’ behaviour, the repertoires of critical accounts took different forms.
We found that informants with experience of working in sales and
accounting expressed their relationship with sellers more mildly — in
terms of rivalry. These people acknowledge that the interests of market
players and consumers do not align and therefore each party has a right
to pursue their own interests. Others in our study articulated more severe
forms of opposition and disapproval. The conflictual nature of the
relationship between sellers and consumers was most notably expressed
by people with a high level of financial prosperity. Poorer respondents felt
more vulnerable: they have to struggle to survive and sustain the illusion
of well-being. More privileged informants echoed similar sentiments,
although it was provoked by a different set of situations. Instead of
complaining about food prices in a local shop, they complained about the
cost of expensive wine or airplane tickets.
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Drawing on Peter Sloterdijk’s reflections on ‘cynical reason’, we
suggest the category of ‘consumer cynicism’, as it captures both the
suspicion and the disappointment expressed in the interviews (Sloterdijk
1988). Consumer cynicism is triggered by the lack of transparency in
market transactions (different prices for the same product, immeasurable
quality of the products, etc.) and/or negative experiences (overpaying,
buying bad-quality products, etc.).

The ambivalence of cynicism among consumers stems from
simultaneously knowing that you could be deceived and not knowing
when it will happen. And yet in our interview data we observe how being
prepared to be deceived is naturalized as an integral part of the market
realm. In some cases, it can be interpreted in emotional terms, but it was
also just taken as a given as to the way things work, without any emotional
condemnation. Thus, consumer cynicism is not necessarily a disadvantage
but can actually work as a cognitive defence mechanism. Being prepared
to be deceived allows consumers to feel protected instinctively.

Adopting a cynical standpoint implies a tension between hegemonic
powers and the oppressed (Sloterdijk 1988). In our analysis we see that
consumer cynicism entails victimhood. By admitting the immanent
possibility for deceit, consumers at the same time perceive themselves as
the disadvantaged party in a market transaction. Consumer cynicism
reflects power subordination. But this power imbalance does not mean
that consumers do not try to challenge this hierarchy. Feeling exposed,
consumers in our study equate inaction with surrender. In consumers’
perception, if you know the game is rigged, you should act to preserve
your status and minimize possible harm. Thus, subordination is far from
acceptance and consumer cynicism provokes defensive and creative forms
of resistance. This process of ‘shifting powers’ once again indicates the
ambivalence of the perceived consumer position within the market
(Hillcoat-Nalletamby and Phillips 2011).

Ambiguities of the state’s defence in consumer
perception

Previous studies have shown that periods of crisis simply intensify the
demand for government protection (Sirotkina and Semenov 2019). But
what is the rationale behind this expectation? In our interview data we
saw how several analytical steps in the narrative would take a person
from discussing something trivial, such as the price of cheese, to reflecting
on state responsibility. The government deeply infiltrates the consumer
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world. References to the state emerged alongside a seller’s perceived
transgressions. This can partly be explained by consumers’ habitual
feelings of disappointment and rationalized suspicion that requires the
state’s attention. But it does not imply that the state is solely regarded as
a saviour from market injustice.

Anna, who is an office worker with a relatively low income, evaluates
the state’s efforts and attitude towards citizens based on mundane
consumer experience.

I trust our government, but I understand that it is not ubiquitous and
that I still can encounter bad-quality products. So, I think that the
government should launch special raids more frequently in order to
control business. If I trust the government, it means that I believe that
I can buy proper quality, natural products everywhere. But I doubt
that I can. So, it means that I do not fully trust our government.

Note how Anna starts by saying one thing and finishes saying the complete
opposite. Trust relationships are fluid, especially if we are talking about
abstract entities such as the government. This passage implies that trust
in the government has different layers of meaning and is linked to the
market (in particular, product quality). Complete trust is associated with
full market predictability, and Anna again uses the quality of products as
a measurable reference point. In Anna’s case negative experiences with
the quality of products is sufficient reason to question not only a store’s
integrity, but also the government’s power.

Indeed, the government is perceived as an arbitrator between
consumers and market players; the consumers in our research in fact
demanded that their interests be defended by a regulator. Our interview
data suggest two forms of ‘defence’: guidance and punishment. Financially
deprived informants demanded more radical forms of government
involvement, namely, disciplinary inspections aimed at punishing and
frightening sellers. Financially stable informants expect transparency
from the regulator, allowing them to make their own choices.

Unsatisfying consumer experiences can easily lead to disappointment
with state politics and political figures, in particular. However, the
simultaneous desire to be protected and the critical evaluation of the
state’s efforts generate ambivalence. In our interview data we were able
to detect two distinct interpretive schemas.

Firstly, consumers’ evaluations of the state emerge directly from
their reasoning about market players’ possible transgressions. From this
perspective, the government is deemed a consumer guardian, defending
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them from sellers’ manipulation. Evaluations of the state’s efforts could
range from disappointment that it does not perform controlling functions
to the simple acknowledgement that the state is essential for overall
market order and consumer safety. Either way, the state is perceived as a
powerful entity that reacts swiftly and smooths tensions. And even
dissatisfaction with the work of the government is linked to the belief that
the state cares but fails to deliver.

The second interpretive schema is slightly different: consumers link
the state directly to the market even without accounting for market
players’ actions. This type of reasoning is based on the perception that
consumer problems are caused by the government’s indifference. Here
violations by market players are perceived as less serious than the
government’s failure to take sufficient action. The government has already
failed by allowing something like this to happen in the first place. It does
not imply the Soviet model of the planned economy, but this reasoning
implies that the state has a profound role in ensuring a secure market
space and making it predictable for ordinary consumers.

Discussion: institutional roots of consumer subordination

An economic crisis makes a great case study for examining the political
dimension of the everyday world of consumers. The pragmatic politics
approach assumes that ordinary people are ‘rarely either totally
politically active or apolitical throughout their entire lives’ (Clément and
Zhelnina 2020, 145). Any disruption in the social order requires people
to repair the breach and provokes an intensive rationalization process on
the part of consumers. But these interpretive frameworks have cultural
priors. What consumers deem as just or unjust and their predispositions
towards the market are embedded in a national institutional context. In
addition, consumer identities bear an imprint from the collective past:
cultural classifications can direct how consumers feel in the present
(Trentmann 2006).

We can assume that habitual suspicion is a structural constraint,
forging consumers’ identities. The idea that market agents put their own
interests above consumers’ interests is a social norm. National surveys
confirm pervasive distrust on the part of Russians towards business
enterprises. In 2019, almost 75 per cent believed that small businesses
should not be trusted, and people are even more sceptical about big
companies. Further studies confirmed that distrust towards business does
not depend on age, education level or even income (Kozyreva and
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Smirnov 2017). Scholars argue that trust is a glue that holds society
together and reduces uncertainty (Gambetta 1988; Sztompka 1999).
However, we argue that habitual suspicion can equally serve as a uniting
force. The notion of ‘consumer cynicism’ allows us to reveal the nuanced
ambivalence of consumers’ standing and to look beyond the simple
dichotomy of trust—distrust.

We also argue that the ambivalence of consumers’ perceived
position has a broader socio-structural explanation. Consumer—seller
antagonism and opposition have a long tradition in the consumer realm
in Russia. The disposition of institutionalized trust relations depends
upon the cultural and historical context, or, as Luhmann argues, trust is
the product of local or national cultural systems (Luhmann 1988).
Consumers’ suspicion corresponds with the cynical components of
Russian culture, inherited from the Soviet period. Although in Soviet
times consumer problems were rooted in the state production system,° it
was against traders as an independent group that ordinary consumers’
suspicion was directed. Power asymmetry in favour of the seller was an
integral part of the Soviet economy.

The conflict between consumers and sellers becomes a recognizable
element of cultural memory. Consumer problems become the object of
satire in popular culture, firmly entrenched in normative attitudes.
Almost every feature film of the Soviet era contains a depiction of unfair
trade as part of everyday life for Soviet people (Fedorova 2014). Films as
cultural artefacts capture recognizable events of everyday reality and
indicate elements of collective memory.

Consumer vulnerability and subordination in market relations was
consolidated in Soviet times. Due to the systematic violation of the terms
of exchange, the stigma of guilt was assigned to the seller. A closed
consumer system with a fixed distribution of roles was formed: a seller
endowed with power, who was both an agent of the state and an
independent store entity; consumers who were forced to put up with an
uneven distribution of power and were able to respond by making
complaints; and a state that cared about global issues and claimed to be
an impartial arbiter, a third party.

During the Soviet period the state managed to partially distance
itself from consumer attacks by building a system of assistance to ‘victims’
of the actions of trade workers. Examining consumer complaints, the
state played the role of an arbiter, protecting the interests of the consumer.
The institutionalization of consumers’ dissatisfaction was an important
line of political work during the Soviet (Gurova 2006; Randall 2008;
Vihavainen 2015) and post-socialist periods (Shevchenko 2008). Official
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consumer complaints reflected the paternal model of dependence of the
citizens on the authorities, which was an organic part of the idea of Soviet
societal structure (Bogdanova 2015).

Times have changed, but routine acts of consumption maintain the
‘concrete shape of understandings that are profoundly moral and political
in their nature’ (Shevchenko 2008, 90). We argue that ‘consumer cynicism’
is a mode framing consumer perceptions of their interactions with key
actors in the market. Our work shows that the asymmetry that existed in
the market during the Soviet era favouring sellers has not disappeared,
despite the shift to the market economy. Even though consumers in Russia
now have much more power compared with the Soviet past, they still
identify themselves as victims or potentially disadvantaged parties.

This power ambivalence explains why Russian consumers do not
boycott or buycott to the same extent and as effectively as in the West but
rather look for ways not to be deceived — their proactivity and creativity
go in a completely different direction. Again, if we look back, we can trace
some of the structural similarities that contribute to understanding
consumer cynicism in Russia. In Soviet culture, the trickster — an admired
character — employs guile, double-thought, mimicry and cynicism to
survive the ordeals of everyday life (Lipovetsky 2010). All these qualities
were practical and necessary for ordinary Soviet people, waiting in
numerous lines to buy essential products or acquiring goods through
informal exchanges (Ledeneva 1998).

Studies in marketing, for example, claim that defensive consumer
cynicism should be regarded as a psychological coping strategy to protect
oneself from corporate persuasion attempts (Chylinski and Chu 2010;
Odou and De Pechpeyrou 2011; Helm et al. 2015; Bertilsson 2015). These
institutional features distinguish the consumer cynicism of the Russian
consumer from that in the West. But we argue that consumer cynicism is
not a local means of resisting excessive persuasion from retailers or
advertising clutter. In the Russian context consumer cynicism has a more
profound and ontological nature — it stems from power asymmetry in the
market with sellers’ status quo. Cynical reasoning allows consumers to
maintain endurance that encourages them to keep possibilities open and
avoid the pitfalls of failure. Oddly, the idea ‘I knew it! grants a feeling of
safety and preparedness even in the event of disappointment.
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Conclusion

Studies have shown that Russian consumers adjust to crises by simplifying
expenditure and relying heavily on state support. In this chapter I tried to
problematize these ideas from the perspective of everyday consumer
experiences. Instead of focusing on practices, we pay closer attention to
consumer perceptions and the interpretive schemes involved in this
process. Consumers see abstract things in the mundane things they
encounter during their routine life. Changes in prices or product quality
can be used as a reference point for political evaluations. This also allows
us to trace power ambivalence on the level of everyday life.

Powerlessness associated with the crisis was explained through
limited agency and lack of control over the situation. At the same time, we
can trace how economic crises gradually become routinized. But that does
not mean that crisis displays have become unnoticeable. Individuals use
more convenient elements of market reality for sense-making: recounting
perceived price injustice and the guilt of market players that manipulate
it. Power ambivalence manifests itself here as a form of consumer cynicism.
Consumer cynicism captures both disappointments accumulated from
previous experiences and suspicion towards new ones. Because of this
power dynamic with market agents, consumers in our study indeed expect
help from the state. But alongside demand for security comes
disappointment with the perception of its absence. Exposure to market
risk and preparedness to encounter deceit can be interpreted as the failure
of the state to protect its citizens or ensure order. So, consumer cynicism
can easily lead to a disavowal of the political realm.

Research limitations

The results of the empirical analysis are based on interviews and surveys
of Moscow residents. The consumer experiences of Moscow residents
may differ from those of residents of the Russian regions due to differences
in living standards. Our sample includes respondents with contrasting
socio-economic characteristics. However, the qualitative methodology
does not allow us to generalize our findings to the population at large.
One of the objectives of qualitative research is to formulate hypotheses
based on the data we have at our disposal. The hypotheses that we put
forward can be refined and revised based on other data.
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Based on the interviews, we cannot make distinctions in relation to
different market participants: often in consumer perception there are no
clear boundaries between different market actors and business parties.
Moreover, the scheme of references depends on the lifeworld of the
informants: it was easy for someone to distinguish international
companies from domestic producers, manufacturers and distributors,
while others noted that the main ‘problem’ was with the ‘entrepreneurs’,
because they are responsible for products and prices. In some narratives

Notes

1 Levada Center survey. Accessed 20 March 2021. https://www.levada.ru/2020/03/05/
samye-ostrye-problemy-4/.

2 Levada Center survey. Accessed 20 March 2021. https://www.levada.ru/2016/09/16/
protestnyj-potentsial-4/.

3 The economic crisis, which started in 2014, has posed serious financial challenges for Russians:
during the first two years, prices surged by 23.5 per cent and real disposable income fell by 12.7
per cent. Moreover, national surveys have reported that people felt pessimistic about the future.

4 For example, the analysis of interviews showed that the consumer experience is not limited to
the economic world alone. Political experiences also arise as a system of references. Through
references to the state, the informants built their attitude towards market players. It became
clear that the financial situation is not the only differentiating characteristic. Further, we tried
to develop the category of ‘state (ir)responsibility’. We included people with different forms of
economic socialization in the sample, trying to identify breakpoints in consumer experience
depending on the perception of state responsibility.

5 Levada Center survey. Accessed 20 March 2021. https://www.levada.ru/2018/09/19/
krizis-1998-goda-2/.

6 Soviet consumption had been built under conditions of chronic shortage, manifested to varying
degrees throughout the entire Soviet period.

both sellers and manufacturers could be merged into a monolithic group
of ‘entrepreneurs’.
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Childbirth with doulas in Moscow:
Between empowerment and
responsibility

Masha Denisova

Introduction

Since the 1970s there has been a shift towards the de-medicalization of
childbirth and a revision of what counts as ‘normal’ birth in the ‘Western’
context (McCabe 2016). Childbirth organizations emerged to represent the
rights of mothers-to-be and redefine existing biomedical practices of birth
(Akrich et al. 2014). Private midwifery centres, lactation specialists and
doulas have emerged, while previously underground ‘natural’ childbirth
has become mainstream (Akrich et al. 2014; Torres 2015). Although this
approach encourages patient-centricity, some studies of childbirth also
underline that ‘natural’ childbirth services are commonly commercial
enterprises and do not necessarily empower women (Fedele 2016; Das
2019). While many studies have been conducted in the Western context,
we lack insight into how commercial services around ‘natural’ birth operate
in other cultural and political contexts. The present research explores how
doulas, as new childbirth professionals promoting natural birth, support
expectant mothers’ voices in Russian maternity care.

In Russia, despite several healthcare reforms, childbirth is still
largely medicalized and over-bureaucratized. Sociological research
demonstrates that Russian public maternity hospitals are dominated by
an ‘assembly line’ service, in which women do not receive proper care and
emotional support (Rivkin-Fish 2005; Temkina 2014). Meanwhile, the
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commercial maternity care sector contributes more to the empowerment
of medical professionals and does not facilitate women’s active decision-
making (Borozdina and Novkunskaya 2020). Therefore, the emergence
of doulas might be a response to women’s desire to gain more control of
childbirth and their bodies. Doulas do not perform any medical
manipulations but provide women with informational, emotional and
physical support before, during and after delivery. Although doula
support is becoming more recognized and is sometimes supported by
public healthcare institutions in some countries (McLeish and Redshaw
2018), in Russia, doulas are rather new arrivals to the childbirth
profession. Doula services are not institutionalized, meaning doulas are
excluded from the Russian healthcare system. However, in practice, they
accompany women as birth companions by using a legal loophole. In the
present research, I examine relations between doulas and mothers-to-be
in different birth situations in Russia: childbirth in public hospitals,
childbirth in the commercial healthcare sector and homebirths. I
demonstrate that doula support is characterized by several ambivalences:
empowerment of mothers-to-be juxtaposed with the issue of responsibility,
the indirect exercise of their professional authority and the double-
expertise of their support.

The structure of the chapter is as follows. First, I introduce the
relevance of doula support in the Western context and in Russia. Next, I
present literature on female agency and intensive motherhood to show
how mothers’ well-informed choices and responsible behaviour have
become prescriptive and how those norms are already present in decisions
about childbirth. Then, I review sociological studies on Russian maternity
care. After discussing research methodology, I explore relations between
mothers and doulas by focusing on the topics of mediated agency and
shared responsibilities. Finally, I address the issue of ambivalence of
doula support and its effects on expectant mothers’ empowerment and
possible changes in Russian maternity care.

The history and relevance of doula support

Birth doulas are predominantly women who are trained to provide
continuous physical, emotional and informational support to other
women during pregnancy and childbirth (McLeish and Redshaw 2018,
53). By reviewing research on doulas in different countries, McLeish and
Redshaw (2018, 54) show that the contemporary doula movement
emerged in North America in the 1970s and derives from traditional
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childbirth practices, in which other women accompanied a birthing
woman. They argue that, having started as grassroots activism, doulas’
assistance during birth is now widespread and well-known in the United
States, Europe and Australia. Unlike midwives, doulas do not perform any
medical manipulations or give medical advice to their clients (McLeish
and Redshaw 2018). Instead, they provide women with continuous
support and patient-centred care. Many studies show that doulas also
promote ‘normal’ or ‘natural’ childbirth, which they describe as birth
without unnecessary medical interventions (Hunter 2012; McLeish and
Redshaw 2018; Torres 2015). Studies conducted in clinical settings show
that doula support during birth increases the mothers’ positive experience
of birth on an emotional level (feeling of empowerment and being in
control; increased maternal attachment) and a physical level (reduced
medical interventions, increased breastfeeding) (see Hunter 2012, 316;
McLeish and Redshaw 2018, 53). Ethnographic research on doulas in the
United States shows that they often play the role of a guide and an
advocate in birth: doulas help their clients navigate the medical system
and encourage positive communication between them and medical staff
(Hunter 2012; Torres 2015). In her study, Hunter (2012, 320) argues that
intimate relationships between doulas and women distinguish doulas
from other healthcare personnel and make them more trusted. In the
United States, doula support is often a commercial enterprise, and doulas
and their clients are predominantly white middle-class women (Hunter
2012, 318). Although there are grassroots doula organizations, such as
black doulas helping black mothers achieve a positive birth experience in
racist hospital environments (Lakhani 2019), the dominant US doula
practice focuses on a white, middle-class clientele (Kathawa et al. 2021;
Lantz et al. 2005).

At the same time, from economic sociology we know that market
practices are culturally and historically embedded and hence vary in
different contexts (Zelizer 1994). For instance, in England, several doula
volunteering projects provide unpaid support for different vulnerable
groups of mothers-to-be (McLeish and Redshaw 2018), while in Sweden,
a doula project sponsored by the National Public Health Committee has
been launched to provide migrant mothers with the support of a doula
who is socialized in the same culture as the mother-to-be (Akhavan and
Lundgren 2012). In Russia, doulas are a new phenomenon and have not
yet been studied. There are several doula communities and certifying
organizations in Moscow and St Petersburg, although the doula service is
becoming more prominent in the regions. There are 110 doulas registered
with the Association of Professional Doulas, a non-governmental
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organization established in 2015. There are at least two other doula
organizations in Moscow that provide certified courses for future doulas.
Doula services are provided on a commercial basis, although there are
some doula volunteering projects in state maternity hospitals aimed at
supporting expectant mothers free of charge. Some maternity hospitals
also provide paid doula services or, as they refer to it, psychological
support, but this practice is not well established. Studies on Russian
public maternity care, as well as numerous media publications, emphasize
the systematic mistreatment of women (Litvinova 2018; Ozhiganova
2019; Rodina 2017) and indicate the potentiality of private healthcare to
transform childbirth practices to become more patient-oriented
(Borozdina 2018; Temkina 2020). The present research explores to what
extent childbirth with doula support can be considered an empowering
experience for mothers-to-be in the context of Russian maternity care.

‘Natural’ childbirth: a means of empowerment or
another neoliberal ideal?

Since the 1970s, Western feminist and patients’ movements against the
over-medicalization of birth have embraced the idea of women’s
resistance. Many childbirth activists emphasize the importance of female
agency and resistance to medicalized birth, which portrays women as
passive and helpless. In the social sciences, the notion of agency has been
traditionally conceptualized as the capacity of setting goals (intentions)
based on the experience and resources available for an individual or a
group (Ortner 2006; Mahmood 2001). According to anthropologist
Sherry Ortner (2006, 136), agency is culturally and historically
constructed. By reviewing works of different scholars, she agrees that
capacity for agency is inherent in all humans but the forms and expressions
of it depend on ‘cultural repertoires’ and hence vary widely. Research on
childbirth further contributed to the conception of agency by showing the
collective dimension of childbirth, in which a woman’s agency is always
mediated by different discourses, technologies and actors (Akrich and
Pasveer 2004; Reiger and Dempsey 2006). Many women give birth in
hospitals surrounded by various technical devices and medical personnel
who intervene in the birthing process. Scholars also emphasize that
women’s minds and bodies are ‘contaminated’ by biomedicine that
complicates their resistance to over-medicalized births (Akrich and
Pasveer 2004; Coxon et al. 2014; Reiger and Dempsey 2006). Biomedicine
portrays the female body as an object and pregnancy as a disorder, and
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hence risky for the mother’s and baby’s health (Coxon et al. 2014; Lupton
and Schmied 2013; Parry 2008; Reiger and Dempsey 2006). It also sees
women as lacking agency and the ability to give birth without medical
interventions. Research shows that women tend to internalize those
discourses and believe they are incapable of giving birth without medical
assistance, which complicates their empowerment as patients (Coxon et
al. 2014; Lupton and Schmied 2013; Reiger and Dempsey 2006).

The alternative to the biomedical image of birth is the natural
childbirth approach that has been promoted and entrenched by
childbirth activists and experts. This approach encourages ‘normal’ birth
without unnecessary medical intervention and the active participation
of mothers-to-be in decision-making (Parry 2008, 788). Today ‘natural’
or ‘humanistic’ perspectives on birth are applied in many Western
policies and are encouraged to be followed worldwide (e.g., WHO 2018).
Although a ‘natural’ approach to childbirth embraces the woman’s
agency and non-medicalized birth, in practice it is not necessarily
liberating. As some research underlines, mothers-to-be can be trapped
by the ideal of perfect childbirth, which prescribes that a woman is
individually responsible for the success of the labour (Das 2019; Fedele
2016). Therefore, failing to achieve a positive experience of childbirth
means failing to be a good mother.

To explain how childbirth becomes so central for a mother’s sense
of self, we should pay closer attention to the culture of neoliberal
parenting that highlights mothers’ authority and responsibility regarding
childcare practices, including childbirth (Faircloth and Giirtin 2018; Hays
1998; Reich 2014). Scholars describe such practices using the umbrella
term ‘intensive motherhood’. It emphasizes that a woman should invest
most of her time, energy and emotional and financial resources in raising
her children (Hays 1998; Reich 2014). Intensive motherhood is closely
related to the natural parenting approach with a focus on female
experience and embodied knowledge (Faircloth and Giirtin 2018, 986).
These cultural patterns reflect women’s decisions about childbirth, where
a woman starts playing the role of a reflexive and informed consumer in
the maternity care market. Hence, intensive motherhood is a form of self-
governance, meaning that an individual imagines herself as autonomous
and responsible for her choices and life (Rose et al. 2006, 90).

In post-Soviet Russia, women are considered the main caregivers for
children in the official discourse and social stereotypes. A woman is
responsible for raising ‘a happy child’ and ‘a good citizen’ no matter what
sacrifices it entails (Shpakovskaya 2014, 80). This ideal of motherhood
translated by mass media and social media networks is usually supported
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by the image of a reflexive and competent mother who knows best what
her children need (Shpakovskaya 2014, 80). As Susan Gal and Gail
Kligman (2012) demonstrate, in post-socialist countries, state-making
has been closely associated with the control of human reproduction,
something that is also true for post-Soviet Russia. Russian family policy is
highly gendered and pronatalist. It is mainly oriented towards increasing
population and offering financial support to families with two or more
children, while childcare is delegated to mothers only (Chernova 2012,
75). Women are responsible to the state for the reproduction of the nation
but are left to tread this path alone (Shpakovskaya 2015, 1584).

Although numerous studies use the concept of intensive motherhood
regarding childcare, less is said about how the logic of intensive
motherhood penetrates women’s perspectives of being ‘a good mother’
already in childbirth. As media researcher Ranjana Das (2019, 131)
points out in her book on motherhood and the digital, ‘good birthing, was
very much positioned as an individual achievement, an individual
responsibility and hence an individual failure when things went wrong’.
By exploring British social media on natural and hypno-birth, she
concludes that the ideal of ‘perfect childbirth’ creates unrealistic
expectations of birth and the exclusion of mothers who do not fit into this
ideal picture. This ideal also portrays childbirth as women’s business, a
celebration of womanhood, in which high value is prescribed to a large
network of women (Das 2019, 89). Doula services seem to perfectly
satisfy the demands of the natural childbirth ideal: women helping other
women in childbirth, embracing sisterhood and ‘essential’ femininity.
Moreover, doulas’ empathy towards ‘natural’ birth may also contribute to
the burden that mothers experience when opting for a medicalized birth.
This raises the question as to the position doulas occupy between the
ideals of ‘natural’ birth and empowerment of women.

Entering the maternity care system in Russia

Deeply rooted in the Soviet healthcare system, Russian maternity care is
characterized by an ‘assembly line’ service, strict hierarchical structures
and over-medicalization (Rivkin-Fish 2000; 2005; Temkina 2014). Despite
several healthcare reforms, scholars characterize contemporary maternity
hospitals as highly bureaucratized and incapable of providing women with
proper care (Borozdina 2018; Temkina 2014). Medical personnel do not
have much autonomy in decision-making, and their medical practice is
accompanied by excessive paperwork and high administrative
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responsibility to medical standards and officials (Borozdina and
Novkunskaya 2020; Novkunskaya 2014; Temkina 2014). Moreover, the
relationships between obstetricians and midwives are strictly hierarchical:
midwives are subordinate to doctors, who independently make decisions
and carry the major responsibility (Borozdina 2018, 153). The issue of
strong hierarchies is further complicated by other structural problems
such as a lack of medical staff and the fact that they are systematically
overworked in highly emotional settings (Borozdina 2018; Temkina
2014). Research shows that in the 1990s and the early 2000s, before the
commercial services in maternity hospitals had become fully
institutionalized, informal payment relations between patients and
doctors were perceived by participants as moral correctives to problems
inherited from the Soviet healthcare system (Temkina and Rivkin-Fish
2020). As Ledeneva shows in her studies of informal practices in Russia,
informality serves as an alternative system of governance to formal
constraints, providing actors with pockets of freedom (Ledeneva 2018).
While being deprived of proper care in official healthcare provision,
women opted for informal practices to exercise their choices and
compensate for the structural gaps in healthcare provision.

The composition and possibilities of care are different in the private
maternity care sector. Starting from the late 2000s, the schema of
‘personal doctor’ relationships became official and women were given the
chance to choose any maternity hospital (Temkina and Rivkin-Fish 2020).
Commercial services provided in state hospitals or private midwifery
centres (so-called paid childbirth) allow women to choose medical
personnel to assist them in labour and enjoy other facilities such as a
private room, bathtub and so on. However, even in the commercial sector,
medical professionals assume the main responsibility for decision-making
and keep a professional and emotional distance from the client (Borozdina
2018, 161; Temkina 2018). Women, at the same time, acknowledge
medical authority and power, delegating the management of delivery to
a doctor (Temkina 2018, 222). Together the doctors’ paternalistic
attitudes and the professional logics of the domination of medical
expertise restrict women'’s freedom of choice.

Unlike midwives and obstetricians, doulas occupy a position outside
the hierarchy of the medical system. They come to the hospital as a
woman’s birth companion, although their service is not fully legalized in
Russia, which locates their work in the ‘grey zone’. In the maternity
hospital, a woman can be accompanied only by a close relative, excluding
doulas (St. 51 Federal Law RF No 323 2011). However, in practice, a
doula may claim to be a woman’s relative and enter the hospital. Since a
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doula is not part of the medical system, it is possible to imagine that by
using doulas’ services, women are trying to find new ways to gain more
power and protection during childbirth. Despite everything, the fee for
doula assistance ranges from 18,000 to 25,000 roubles,' that is, several
times cheaper than paid contracts with midwives and obstetricians.

Methodology

This chapter is based on two years of research. The first round of research
was explanatory and included semi-structured interviews with 13 doulas,
conducted in spring 2019, and four women who used doula services
during childbirth.? I recruited doulas using the snowball technique with
several entry points: through personal acquaintances, by attending a
conference on childbirth and by contacting members of public doula
communities on Facebook directly. This allowed me to diversify the
sample by talking to doulas with different professional experience
(attending births at home and in hospital, or both) and with those
participating in professional doula communities and those working
independently. All interviews except two (with doulas from St Petersburg
and a town in the Urals) were conducted in Moscow, where the doulas’
professional communities are best developed and widespread compared
with other Russian cities. The doulas I talked to had specific doula
certificates and experience in accompanying childbirth for at least one
year. Many doulas had other jobs, which they combined with childbirth
assistance. Most of them were registered as individual entrepreneurs and
had written contracts with their clients.

The second round involved online interviews (due to COVID-19
restrictions) with 12 women who went through childbirth with doulas in
2018-20. Interviews with mothers were framed as birth narratives (Akrich
and Pasveer 2004), in which each of the birth stages was discussed in
detail and chronological order. While most informants gave birth in
maternity hospitals, two did so at home with a midwife and a doula. I
interviewed women who experienced childbirth one time and several
times, in public hospitals (by using compulsory medical insurance) and in
the commercial healthcare sector (paid contract with a hospital and a
doctor/midwife), and from the middle and the working classes. I
reconstructed the socio-economic class of my informants based on what
type of childbirth they could afford and how they addressed money-
related issues. I recruited mothers using the snowball technique by asking
doulas I already knew to share with me the contacts of their clients (with
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their consent) and looking at public Instagram accounts on pregnancy and
childbirth. The sample excluded homosexual couples and women with an
‘unsuccessful’ experience of childbirth with doulas, which I acknowledge
as a limitation of the research. Another limitation is geographical: while in
Moscow the service of doulas is well developed and well known, in smaller
Russian cities the situation is likely to be different (such as fewer paid
services and maternity hospitals to choose from).

Doulas mediating the mother’s agency in childbirth

The women I interviewed, especially those who had experienced
childbirth previously, underlined that giving birth is an unpredictable and
barely controlled process. Firstly, it constitutes intensive physical exertion,
usually accompanied by pain and a ‘half-conscious’ state of mind.
Secondly, navigating Russian maternity hospitals with their many formal
regulations and unspoken rules can be confusing for a woman. Therefore,
my informants argued, they opted for the doula’s assistance, so she would
guide them through both the ambiguous system of maternity care and
women’s bodies-in-labour. The women I spoke to were not looking for a
medical professional but rather for a trusted expert who would support
them but not make decisions for them. Before concluding an agreement
with a doula on childbirth assistance, women commonly had a face-to-
face meeting, which my informants described as ‘matching’ or ‘dating’.
After they signed the contract or agreement, the doula and her client
stayed in touch until the start of labour so as to allow them to get to know
each other and establish close and trusted relations. Some of the mothers
I interviewed even called their doula ‘a friend’ or ‘a guardian angel’,
indicating the intimacy of their relationships and gratitude. In this
section, I focus on how doulas assist women in childbirth and mediate
their agency and needs in contexts of ‘paid’ childbirth, childbirth in public
hospitals and homebirth.

"Paid’ childbirth

Mothers with paid contracts with maternity hospitals emphasized that
natural childbirth was the priority for them because ‘it’s better for the
baby’s health’; some women even demonized anaesthesia, expressing
concern that it could cause long-lasting health complications for their
babies. This type of argument presented the choice of natural childbirth
as morally justifiable since prioritizing a baby’s health already in
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childbirth makes a woman a good and responsible mother (Das 2019). In
the private maternity care sector, a woman enters a consumer role, and
hence she has more control over the actions of the medical staff who are
expected to provide her with good service. In this case, a doula focuses
more on helping a woman bear discomfort and pain by cheering her up
and assisting her physically.

I needed the doula’s support in a more psychological way. In case I
change my mind and want to inject myself with a bunch of
anaesthesia, and I don’t want it to happen, there should be a
sobering agent as a doula who would tell me why I decided to go for
soft childbirth. (Valentina, first childbirth, ‘paid’ childbirth)

Valentina, who had a paid contract with an obstetrician and a midwife,
argued that she wanted a doula to help her have a fully non-medicalized
birth. For her, resistance to medical assistance was mostly directed to
herself, so she would not end up asking doctors for anaesthesia. She
prepared herself to have ‘natural’ childbirth without any interventions and
was not ready ‘to give up’. Here, an interesting paradox emerges: giving
birth naturally requires extraordinary strength on the part of a woman,
extra preparations and extra support. It is not something that can be
achieved easily without a strong purpose, knowledge and discipline.
‘Coming back to nature’ becomes another challenge for contemporary
women socialized in a highly medicalized society. For instance, some of my
informants believed that attending courses on childbirth and reading books
and other sources of information were the only way to understand their
bodies and resist the intentions of obstetricians to impose on them the need
for medical stimulation. However, this resistance is never easy, especially
when medicalization prioritizes medical knowledge over the embodied
knowledge of a patient/woman (Torres 2015, 901). Here, a doula’s expert
knowledge and training served as validation of women’s intentions to give
birth naturally. For instance, a second-time mother, Oxana, who previously
had a C-section, wanted to give birth vaginally even though it was viewed
as a difficult procedure by many medical professionals she encountered. So,
she signed a contract with an obstetrician who agreed to help with natural
birth and a doula who shared her aspirations.

—The doctors were urging me to have a C-section, but I resisted,
because everything was fine with the child, everything was fine
with me. And if I had not prepared for childbirth, if I had not
known all this, I would have given in. So, if the doctor had
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suggested ‘a C-section’, I would have said ‘OK’. I would have
believed them blindly without critical analysis, and everything
would have ended up not the way I wanted ... At some point, my
dilation stopped, and he [the doctor] said that you’ve been in
labour for 10 hours, there’s no further dilation, let’s have surgery.
It seems to me that if I had been alone, I would most likely have
agreed, but [the doula] helped me a lot.

- Did she help you not agree to a C-section? Did you discuss it
with her?

— No, there was no discussion. She patted me on the head and said:
‘You can do it.’ It was at the level of sensations like silent support.
She believed in me, so did I. (Oxana, second childbirth, ‘paid’
childbirth)

This case provides insight into how a doula’s expertise validated Oxana’s
experiential knowledge (Rabeharisoa et al. 2014, 133). By showing her
support, the doula made Oxana’s bodily sensations and knowledge
legitimate and made them count as a reliable source for decision-making
(at least for herself). As previous research on Russian maternity care
shows, women’s choices are constrained by the unequal distribution of
knowledge and the paternalistic culture of the medical profession
(Temkina and Rivkin-Fish 2020). Here, a doula enters the ‘knowledge
wars’ in the maternity ward and exercises her power by recognizing
women’s competence in giving birth and balancing her experiential
knowledge with the biomedical knowledge of the obstetrician.

Childbirth in public hospitals

Unlike women who could afford commercial services in childbirth,
mothers who gave birth in public hospitals were less persuaded by
unmedicalized childbirth; some of them emphasized they wanted ‘natural
childbirth without going to extremes’ such as childbirth without any
medical assistance. For them, security in childbirth was of primary
importance. Due to the public image of childbirth in Russian state
hospitals as abusive and full of ‘horror stories’ (Litvinova 2018; Rodina
2017), mothers who could not afford a paid contract needed a doula to
help prevent negative situations. Women, especially those who had
already had a negative experience of childbirth, called their doulas
‘advocates in birth’, whose presence in the maternity ward disciplined
medical personnel. Although a doula had no authority to intervene in the
work of medical personnel, she played the role of ‘a silent witness’.
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According to my informants, a doula continuously monitored the
behaviour of medical staff and explained their actions to the woman,
mediating between them. Women usually described how polite and
professional their doulas acted with medical personnel, even though the
tension between doulas and obstetricians sometimes rose to the extreme.

When the doctor came to do the epidural, he was in a bad mood. He
yelled at the entire ward, and I was having contractions, [ was feeling
bad. With epidural anaesthesia, you need to sit still for half an hour,
and during labour, it is quite difficult. The negative atmosphere
reigned, they kicked my husband out of the ward and wanted to kick
out the doula, but she resisted and said that she wasn’t going
anywhere. They took her chair and asked: Who is this doula? Why
are you here at all? And she didn’t leave, she sat on the floor and said
that she wasn’t going anywhere and would stay there. It was super
cool. (Victoria, first childbirth, childbirth in a public hospital)

Here, the doula’s indirect exercise of power becomes clear. In Victoria’s
story, the doula could not directly intervene in the childbirth process and
challenge the doctor’s actions; however, she exercised her ‘power of the
weak’ by refusing to leave Victoria alone. Therefore, while the doula’s
presence in childbirth cannot guarantee the absence of unwanted
interventions, doulas still can provide ‘silent’ support to women by
demonstrating their compliance with women’s choices and opinions.

In the interviews with doulas, I heard many stories of humiliation
and medical abuse of their clients, especially during childbirth in public
hospitals. When explaining why such situations were widespread, many
doulas referred to the insufficiency of the Russian maternity care system,
mainly the lack of medical personnel, their long shifts and the over-
bureaucratization of clinical practice. Doulas sympathized with how hard
the work of medical staff was, especially midwives, who, in their opinion,
suffer a lot from burnout, low salaries and the devaluation of their work.
At the same time, many doulas insisted that medical professionals can
and should revise their daily practices and treat women with more
compassion and respect. By assisting women in state hospitals, doulas
sought to challenge the culture of humiliation towards women that is part
and parcel of the system of domination and control over patients in post-
Soviet healthcare (Novkunskaya et al. 2021).

The doula is here to show that you don’t stop being a human once
you go to the hospital, you do not stop being a woman with dignity.
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You are still subject to the law on your sexual integrity, even when
you are in labour. As my colleague says: ‘Why has someone decided
that they can put their fingers inside us without our consent during
the labour, while outside the context of birth no one would ever do
that?’ (Lyudmila, doula, psychologist).

According to doulas, their professional mission is not so much about
supporting non-medicalized childbirth but rather achieving respectful,
women-centred childbirth. While they sympathized with the natural
childbirth approach, doulas recognized the importance of medical
knowledge and medical authority. In the interviews, they commonly
referred to clinical studies that proved the efficiency of ‘natural’ birth.
They also deployed biomedical knowledge themselves when explaining
to women what was happening with their bodies-in-labour. Doulas
commonly encouraged women to view their bodies from the medical
gaze, to use different apps and tests to identify the beginning of childbirth,
and to interpret their feelings by means of medical language. The doula’s
position as a translator between women and medical staff also shows her
double-expertise in biomedical and experiential knowledge. This makes
doulas’ professional competencies blurred and ambivalent. However, I do
not consider this a disadvantage but rather see it as a source of potential.
Doulas’ professional support can be the bridge between a medical birth
and natural birth, contributing to the transition to a more careful and
women-centred system of maternity care.

Homebirth

I conducted two interviews with mothers who had had extremely negative
childbirth experiences in hospital in the past and chose to have homebirths
with a doula and a midwife. These women expressed a complete distrust
of the healthcare system and questioned the adequacy of clinical practice
in state maternity hospitals. Due to their traumatic childbirth experiences,
they became involved in alternative medical practices that entrenched
further their decisions to have a homebirth. Both women argued that
being at home gave them a level of freedom and control in childbirth that
could never have been achieved in a hospital setting. Doulas assisted the
mothers from the first contractions, providing them with continuous
emotional and physical support during and right after labour. One of the
mothers explained that the doula followed her wishes, creating a very
intimate space between the two, while the midwife intervened only to
help her push and deliver the baby. By agreeing to follow women in their
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aspirations of homebirth, doulas also demonstrate their support of a
woman’s right to give birth wherever she wants that fits into the
framework of ‘natural’ childbirth.

The birth narratives of these two mothers were characterized by a
higher level of autonomy in childbirth compared with other women I
spoke with, and their achieved level of agency in homebirth was likely to
be higher as well. At the same time, they took much more individual
responsibility given that it is illegal in Russia for medical professionals to
attend homebirths (Novkunskaya 2014).

Resistance and intentionality correlate with the responsibility
women take when they refuse medical interventions. In the literature on
(female) agency, the aspect of responsibility is usually overlooked while
the authors’ attention is mainly dedicated to choices, intentionality and
subjectivity (Mahmood 2001; Ortner 2006; Parry 2008). However, I
argue that responsibility is the key to understanding the limitations and
possibilities of the empowerment of mothers-to-be within biomedical and
‘natural’ systems of birth. Next, I analyse the responsibilities of women in
childbirth, showing how they are enacted, shared and reflected in the
doulas’ and women’s narratives.

Shifting responsibilities of mothers-to-be

The doulas I interviewed did not consult with the women as to what
decisions they should make, emphasizing that a woman knows what is
better for her. Although a doula does not take responsibility for the
‘success’ of childbirth, shifting it to the woman and the medical staff, she
is responsible for monitoring the settings and providing physical,
emotional and informational assistance. My data illustrate how
responsibility is shared in childbirth, giving women enough space to play
the central role in childbirth. The mothers I talked to emphasized that
doulas did not interfere in their choices regarding childbirth: even if the
woman decided to go with anaesthesia or other medical intervention that
went beyond the ideal of natural birth, the doula supported her. Such
non-judgemental behaviour on the part of a doula is a possible response
to the pressure facing women to live up to the ideals of a ‘good mother’
and a ‘perfect childbirth’ (Das 2019). The doulas’ ability to follow the
woman’s wishes mitigates the burden of responsibility on a mother-to-be,
emphasizing that there are no bad choices. In other words, doulas’
support can be liberating for mothers-to-be socialized in the ‘intensive
motherhood’ culture.
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When we talk about ‘intensive motherhood’, the socio-economic
class of a woman matters, influencing how she prioritizes her needs and
responsibilities in childbirth (Temkina and Zdravomyslova 2018, 167).
The mothers I interviewed attended courses for pregnant women to
study the ‘natural’ childbirth approach and socialized in online parenting
forums and communities on social media, which mostly translate the
values of natural parenting and childbirth as morally justifiable. Women
with more financial resources could afford a paid contract with a hospital
and a doctor, achieving a higher level of comfort and control. Middle-
and upper-class women had higher expectations of childbirth and risked
bearing heavier individual responsibility. This is because the good
birthing ideal implies that childbirth is the individual responsibility of a
woman: it is only she who should be responsible for the organization of
childbirth or her baby’s health (Das 2019, 131). If something goes wrong,
it is portrayed as her failure. Hence, the responsibility of a mother-to-be
becomes morally weighted.

In childbirth, you can make many mistakes: do not breathe, but
scream, thereby taking oxygen from the baby. These moments
which women don’t know are, of course, their own problems.
A woman must learn this process herself, at least at some basic level.
When my doula told me how to breathe, and I realized that it was
very valuable information, it can be useful to me. (Kristina, first
childbirth, ‘paid’ childbirth)

Kristina, an upper-class mother, was convinced that only she was
primarily responsible for gaining knowledge of the birth process and its
successful implementation already in labour. In her case, she gave birth
so quickly ‘she did not have time to enjoy the process’. The role of a doula
here was to help a woman stick to the plan and, in the event that
something went wrong, to reassure her she did everything she could.

At some point, everyone begins to behave like this, and it is normal,
it does not mean that you are weak or did not cope. It is just the
response of your body to sensations. This helps many women
understand that they did not fail this exam, because many define
childbirth as an exam, and many have such an uncomfortable feeling
that they did something wrong. (Evgeniya, doula, psychologist)

The doulas I spoke to also confirmed that many of their clients were
preoccupied with the idea of doing everything right during labour. After
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childbirth, many mothers wanted to discuss their birthing experiences
with the doula to make sure they ‘handled it right’. To reassure women,
doulas widely refer to the agency of a body that knows better how to
endure. One of the doulas even emphasized that a woman’s ‘mind’ is full
of fears and anxiety generated by society that prevent her from listening
to what her body is telling her during childbirth.

By encouraging mothers-to-be to trust the signals their bodies were
sending them, the doulas helped them take an active part in childbirth.
Many of the women I interviewed highlighted that they wanted medical
professionals to respect their opinions and recognize their bodily
sensations and intuition as a basis for decision-making. However, the
empowerment of mothers-to-be is complicated by the institutional context
of Russian maternity care. The health of a mother and a baby depends
heavily on the medical professionals, who traditionally do not enjoy much
autonomy in Russia (Temkina 2020, 525). In public maternity care, in
which medical staff are also obliged to follow strict medical standards and
protocols, it is not easy to fulfil the choices requested by mothers-to-be
(Borozdina and Novkunskaya 2020). Despite everything, medical
professionals bear the legal consequences if something goes wrong and are
officially prohibited from assisting homebirths (Novkunskaya 2014). The
institutional precarity of Russian obstetricians and midwives contributes
to the constraints on mothers-to-be who want to acquire more power
during childbirth. In this sense, doulas provide women with several
practical tools that can be viewed as ‘the weapons of the weak’ in a
situation where women do not have much formal power to influence the
process and/or organization of birth. Doulas explain to women how to
navigate maternity care hospitals, educate them about the childbirth
process and teach them how to communicate with medical personnel. This
explains the potentiality of doula assistance to empower mothers and
challenge the hierarchies in the Russian maternity care system.

Conclusion and discussion

By locating doula services within the cultural context of ‘intensive
motherhood’ and the institutional context of Russian maternity care, this
research has contributed to the debates around natural birth, agency and
the responsibilities of expectant mothers. The case of doula support in
childbirth gives a unique opportunity to see the ambivalence of power in
action and its potentiality to bring change in the existing structures of
healthcare. Firstly, while encouraging expectant mothers’ active
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participation in the birth and making them trust their bodies, doulas also
shift the responsibilities for decisions made to women. As previous research
on Russian maternity care shows, ‘in the sophisticated professional domain
of healthcare, the expectant mother usually does not have enough expertise
to actually make informed choices’ (Borozdina and Novkunskaya 2019,
449). By recognizing women’s embodied knowledge as a valid source of
expertise, doulas facilitate mothers’ empowerment in the maternity care
system. However, this empowerment is juxtaposed by the fact that doulas
are not institutionally recognized as childbirth professionals. Instead, they
are located in a ‘grey zone’ of Russian maternity care that causes ambiguity
around doula assistance among medical personnel. Moreover, Russian
doctors commonly do not enjoy much professional autonomy themselves,
which further complicates the situations during childbirth in which
mothers-to-be demand more attention to their needs. Hence, the
distribution of responsibility between doulas, mothers-to-be and medical
professionals is not always transparent and stable and depends a lot on
particular childbirth situations.

Secondly, doulas exercise their professional authority by
empowering women and extending their control over childbirth but
without forcing their clients to align with the doulas’ professional
expertise and opinion. While not directly intervening in the decision-
making of a mother-to-be, doulas exercise the power indirectly by sharing
their knowledge and encouraging women to make decisions. The close
and trusted relationship between a doula and a mother-to-be further
contributed to the doulas’ ability to support women’s agency by mediating
between a woman and medical staff, between a woman’s body and mind.

Thirdly, the nature of doula professional support is ambivalent itself
since it is characterized by the double expertise. On the one hand, doulas
advocate for ‘natural’ childbirth and the recognition of women’s
experiential knowledge; they are agents outside the medical system and
are trusted persons to mothers-to-be. On the other hand, doulas still
largely rely on biomedical knowledge and clinical evidence, they have an
insider perspective on maternity hospitals and medical professionals who
share aspirations in ‘natural’ childbirth, and they are also agents with
professional expertise and autonomy. This makes doulas constantly shift
between the traditionally incompatible worlds of natural and medicalized
birth, market and intimacy.

The ambivalence of doula support stems from the relations between
doulas and women, and between doulas and the healthcare system. It is
also embedded in the norms around ‘natural’ childbirth and the ‘good’
mother. Together it supports the relational vision of ambivalence that
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exists and evolves within networks of social relations and social
structures (Hillcoat-Nallétamby and Phillips 2011). According to
Hillcoat-Nallétamby and Phillips (2011), ambivalence can be a source for
social change since it provokes negotiations and tensions between actors.
In this sense, doula professional support promotes change in the existing
hierarchies between mothers-to-be and doctors by facilitating mothers’
empowerment. However, it is still not clear to what degree this change is
stable and significant at the level of the entire healthcare system. Doulas’
professional work and expertise are not fully recognized and
institutionalized, which requires them to act informally. They come to
the hospital as women’s relatives, friends, ‘psychologists’ or doulas,
depending on the particular situation. They do not have a formal right to
intervene in medical practice and potentially can be asked to leave a
ward at any time. At the same time, doulas’ support can still be effective,
complementing the official system of maternity care that is unable to
provide women with emotional support and principles of shared
decision-making between a patient and a doctor. Drawing on the
scholarship of informality (Ledeneva 2018; Morris and Polese 2015), we
can see how the doula’s informal position in the official maternity care
system fills its structural gaps, helping the system survive but also
potentially changing it. It seems that doulas’ support is tolerated by the
official healthcare system and occasionally becomes incorporated into
the work of the hospital (e.g., doulas’ volunteering projects, hospitals
hiring doulas).

However, there are still questions that require further exploration:
can the informal support offered by doulas undermine the culture of
humiliation and raise more awareness of women’s needs, or must doula
professional work first become institutionalized and recognized to make
any improvement in the content of maternity care?
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Empowerment of the disempowered:
Assessing the impact of young
Muscovites through ecological
practices

Daria Lebedeva

Introduction

Over the past few decades, the problem of environmental degradation
has become particularly significant in global public discourse, with states,
international organizations and the general public articulating the
urgency of ecological problems (UN Environment 2021). Russia is no
exception, as, according to opinion polls, half the population believes that
the overall ecological situation in the world — in Russia and especially in
their place of residence - is getting worse (FOM 2021). The most recent
ecological disasters and catastrophes make the need for environmental
action all the more pressing (VCIOM 2019; FOM 2021).

Yet when it comes to caring for themselves and the environment,
Russians — unlike the populations of most developed countries — are prone
to paternalistic patterns of behaviour. For most Russians, the area of
personal responsibility and influence is limited to the family and work
(Levada-center 2020). According to opinion polls, 44 per cent of Russians
emphasize that state leaders should take the lead in ecological matters,
attributing to them the primary role in caring for the environment, while
34 per cent and 10 per cent of Russians accept that responsibility lies with
the general public or entrepreneurs, respectively (FOM 2021).
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At the macro level, ecological policy remains at the periphery of
political and public debate, with discussion of ecological issues
constituting a field of power struggles in political, economic and social
domains (Yanitsky 2011; Human Rights Watch 2017). Experts claim that
the prospects for ecological modernization are still quite limited, while
the government’s declared ecological and sustainability goals are vague
and tokenistic, following the former industrial logic (Potapov 2020). The
implementation of environmental policy lags behind what individuals
believe needs to be done to care for the environment and does not meet
the population’s expectations, even though Russia has ratified a number
of international programmes and agreements (Rossijskaya gazeta 2020).

The state’s weak engagement with the ecological agenda frames the
latter as unimportant to citizens, a state of affairs that is exacerbated by
the poorly developed infrastructure and low ecological culture and
consciousness of the population. All this prevents the population from
really engaging in pro-environmental activities. Environmental practices
therefore seem controversial and marginal, as there is a gap between
individuals’ attitudes towards ecological activity and the meanings society
attaches to it, between the global social discourse on ecological issues and
the real implementation of pro-environmental policies in Russia.

Nevertheless, some Russians do take a proactive stance towards
caring for the environment, despite the ambivalence of social meanings
attached to the agenda. According to opinion polls, the sector of society
that is most ecologically active is young people aged between 18 and 30
(VCIOM 2019). They also express high anxiety about the environment
and passionately bring up environmental issues in public debates (UN
Environment Programme 2019; Gudkov et al. 2020).

Taking account of the ambiguous lines of responsibility for
ecological activity in present-day Russia, this study investigates why
young people still engage in everyday ecological practices, despite
environmentalism being a peripheral issue in relation to the dominant
political agenda. The research is guided by the following research
questions: how do proactive and ecologically responsible young
Muscovites justify their everyday engagement in individual ecological
practices, and what motivates them to actively care for the environment?
Does the ecological agenda become, for them, a field of power struggle
and a means of alternative political representation? Do young people, by
engaging in ecological practices, become empowered, taking a stance
against the official rhetoric?

In this study, ecological practices refer to an individual’s conscious
actions, aimed at interacting with the natural environment for its
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conservation and sustainability (Dunlap and Catton 1979; Stern 2000;
Hargreaves 2011). We rely on the interpretative paradigm of social
analysis and focus on how individuals mark and enact particular practices
that have a preserving effect on the environment. This approach captures
the whole spectrum of everyday practices which are usually taken for
granted by individuals, looks behind the formal representations of care
for the environment and reveals how these practices are legitimized
(Volkov and Kharkhordin 2008, 22).

The chapter is divided into four sections: it begins with a brief
description of the theoretical framework of the research, before outlining
the research methodology (justification of the chosen methodology, data
collection and analysis technique, sampling and recruitment). The results
of the empirical stage of the study are presented in the third section.
Finally, the results are conceptualized and discussed, and the limitations
as well as the possible directions for further research are outlined.

Theoretical framework

In modern society, relations between the people and the natural
environment have become acute, giving rise to a gradual shift in human
values, from the anthropocentric mindset of consumerism and the
technological mastery of people over nature (the ‘human exceptionalism
paradigm’) to the biocentric ideology of the balance between nature and
human activity — the ‘new environmental paradigm’ (Dunlap and Catton
1979). Post-materialist values are also considered to be a significant
precondition for the manifestation of environmental concern by
individuals (Inglehart 1995).

The link between pro-environmental values and behaviour was
suggested by Stern (2000) in the ‘values-beliefs-norm’ theory. Motivations
that encourage individuals to have a positive attitude towards the
environment imply a complex of (1) biospheric, (2) altruistic and (3)
egoistic values. Individual pro-environmental behaviour is an output of
multiple coexisting motifs. They include attitudes (knowledge, emotions
and intentions), non-ecological motifs (including market-based drivers)
and institutional conditions (Kollmuss and Agyeman 2002) and should
be considered collectively.

According to the interpretative risk paradigm (Gavrilov 2007), risk
perception is socially constructed. Public discourse on environmental
issues (what problems are being raised, what knowledge on the problem
is being disseminated and what the interests of the various actors with
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regard to this problem are) determines how they are perceived. At the
societal level, environmental concerns mark how significant the issue is
in the social order in terms of how (dys)functional it is for the system. The
ecological agenda constitutes a political question due to the fact that
particular issues are discussed and others are silenced (Dake 1992).
Hence, environmental concerns serve as a means of social control,
prescribing peoples’ specific attitudes towards the environment and
encouraging them to act accordingly. As Douglas highlights, ‘taken too
much at face value, such fears [of pollution] tend to mask other wrongs
and dangers’ (Douglas 1975, 215).

Accordingly, environmental governance has gradually shifted from
direct enforcement to a discourse of proactivity, of institutionalized
‘active citizenship’ (Buttel 2003; Shamir 2008). The discourse of
responsibilization produces a particular social actor: the ‘reflexive subject’
is individualized and proactive, making decisions rooted in her/his
personal interest. The mechanism of ‘green governmentality’ is
implemented in the form of ‘simple solutions’ (Soneryd and Uggla 2015).
They encourage individuals to engage in everyday practices, linking
behaviour to personally significant aspects of their lives and emphasizing
the value of proactivity.

In modern market societies, ecological consumption becomes a
significant means of engaging in pro-environmental behaviour (Welch
and Warde 2010). Patterns of ‘green consumption’ (such as rejection of
consumerism, minimizing consumption and waste, choosing certain
brands, sharing economy, and boycotting particular goods or brands) give
individuals a voice and an opportunity to personally influence the
ecological agenda. Through their economic behaviour, consumers acquire
the status of ‘citizen-consumers’, expressing their personal beliefs,
attitudes and position in the social structure.

Power relations produce ambivalence for those who have limited
access to resources and status; the more rigid the social structure, the
more challenging it is for the powerless to express themselves (Room
1976). Their intentions are ambivalent, oscillating between the need to
obey the dominant mode of power and the will to resist it in order to
realize their aspirations.

However, power itself should be conceptualized in the broad sense
(Haugaard 2012; Ledyaev 2019). Apart from traditional ‘power over’ as
a mechanism to force individuals to obey, actors might also manifest their
will and identity (Haugaard 2012). This dimension of power is expressed
as ‘emancipatory, giving capacity to action’ (Haugaard 2015, 147).
Furthermore, as individuals collectively engage with significant agendas,
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they jointly exercise ‘power with’, acting in concert with others (Haugaard
2015). This framework consolidates the different conceptualizations of
power relations.

Accordingly, ecological activity — understood here as a set of an
individual’s pro-environmental attitudes and activities — constitutes an
ecological lifestyle, which organizes eco-friendly dispositions, tastes and
practices into an integral eco-habitus (Carfagna et al. 2014) and engages
socially excluded groups (Rudel et al. 2011).

However, the rethinking and criticism of the ‘green choice’ policy
shows that the latter exaggerates the impact of individual action on the
environmental agenda. It shifts a large share of the responsibility for market
failures and environmental policy decisions to individuals (Maniates 2001;
Evans et al. 2017). The ‘green choice’ is a responsibilization mechanism,
but it should be actively supported by the state. Responsibility is shared
among social actors who occupy their niche in environmental discourse
and collective action (Rudel et al. 2011; Karlsson 2012).

The coexistence of different motivations as well as the ambivalence
and distribution of power in the field may create contradictions and
clashes in individuals’ understanding of their activities (Ledeneva 2014).
However, justifications for ecological practices might not contradict but
rather complement each other, together fostering pro-environmental
activity and redefining power in the field.

Data and methods

To identify the justifications that young people ascribe to their everyday
ecological practices, qualitative methodology was applied. The choice of
the methodological framework is justified by the focus on the way
justifications unfold in everyday experience and how they are interpreted
by individuals (Charmaz 2006). While previous sociological work on the
issue of pro-environmental attitudes and behaviour is very diverse, little
attention has been paid to individuals’ personal arguments for their pro-
environmental engagement (Kollmuss and Agyeman 2002).

We conducted in-depth semi-structured interviews with young
Moscow citizens aged between 16 and 30 who were engaged in
environmental activities in their everyday lives. The minimum age
threshold of 16 years is associated with the methodological norm of not
collecting data from minors, while 30 is considered the upper threshold
for ‘youth’ in the latest research in the field of youth studies in Russia
(Sedova 2016; Gudkov et al. 2020), although this is a matter of academic
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debate (Omelchenko 2020). By focusing, in particular, on young people
with pronounced pro-environmental attitudes, we assume that they can
be considered a more progressive sector of the population and become a
driving force for ecological engagement (Sedova 2016).

The basic assumptions of the study is that environmentally oriented
young people’s concern for the environment and personal engagement in
ecological practices are essential components of their modern lifestyles
and identities (Spaargaren 2003; Rudel et al. 2011). Young people are,
probably, largely concerned about environmental degradation as a
violation of moral norms and a threat to their future life chances and
perspectives. For young people, the ecological domain could become a
field in which they can exhibit personal proactivity and responsibility
(Nartova 2019). Thus, we assume that ecological activity establishes a
field of symbolic power struggle, in which young people can declare care
for the environment as a significant public issue and manifest their
personal interests, attitudes and citizenship (Soneryd and Uggla 2015).
For young people who are suspicious of the official political space and
who are basically excluded from it, the ecological niche constitutes a
means of political participation and representation.

To examine the implicit justifications of daily ecological activity, the
data collection and analysis were performed in line with the grounded
theory tradition (Strauss and Corbin 1990; Charmaz 2006). According to
this strategy, theoretical sampling was applied as it is an effective means
for the researcher to develop research questions according to category
saturation from the empirical data (Charmaz 2006). For the initial
sampling we used characteristics such as the range of ecological practices
(such as waste separation, zero waste and volunteering in ecological
organizations) and residence in Moscow (as Moscow is highly
heterogeneous in terms of the quality of the environment).

To recruit participants, we used social networks such as Vkontakte
and Facebook. As a starting point to recruit individuals involved in
ecological practices, we reviewed public posts and discussions on
ecological topics, in public pages and groups. We also browsed groups
dedicated to the regions of Moscow. In order to avoid the systematic bias
of capturing the justifications of successful practices, performed by people
active on social networks, participants were also recruited from the
acquaintances of the initial informants. At the stage of recruitment, the
individuals were asked about the practices they actually performed in
order to specify the intensity and type of ecological activity carried out.

Additionally, people of other age cohorts, ecologically indifferent
individuals and experts in the sphere of environmental public
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administration were included. Combining the recruitment strategies was
beneficial for the results of the study, allowing us to compare discourses
on environmental issues.

As a result, 25 interviews were conducted. Table 17.1 presents the
core information about the respondents in the final sample.

In line with grounded theory methodology, the data analysis aims
to develop a conceptual framework of the social phenomenon. The
narratives were coded in several iterative stages, moving from in vivo
codes to categories and concepts (Strauss and Corbin 1990). The coding
was carried out manually, using MS Word software. Field notes (memos)
were collected during the interviews and used afterwards as additional
sources of insight and illustration and to help structure the analysis
(Charmaz 2006). Overall, we suggest enriching and broadening the
theory on the justifications of ecological practices of individuals within
their daily experience, as follows.

Results

The results show that young people find themselves in the ambivalent
context of performing pro-environmental practices. On the one hand,
they feel the urgency of tackling environmental problems and have an
interest in making a personal contribution to pro-ecological activity; on
the other hand, they perceive the lack of support from the state, which
depreciates their beliefs and practical attempts. Moreover, ecological
practices themselves are ambivalent in the daily experience of young
people. On the one hand, they are politically neutral, justified as morally
loaded caring for the environment or pragmatically as ensuring future
well-being. On the other, since young environmentally conscious
Muscovites have limited capacity to express civic and particularly
ecological demands and publicly promote their interests in the current
dominant political field, simple everyday practices become a form of
empowerment — the civil representation of the officially powerless. The
results of our research show that environmentalism is a political issue and
young people use pro-environmental arguments to formulate general
civic demands. In their everyday ecological practices, individuals take
personal responsibility for the global and their own personal futures,
claim moral principles and defend their civil and political positions.
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Table 17.1 Characteristics of the respondents

No | Name Gender | Age | Occupation | Place of Engagement in
residence ecological activity
1 | Daria f 18 |BAstudent, Kuzminki Occasionally engaged in
€CONOMics; waste sorting and zero
employed waste consumption;
pronounced ecological
mindset
2 | Michail m 22 | MAstudent; | Fili- Actively engaged in waste
freelance at Davydkovo sorting; popularizes the
web-dev topic on social media
3|Vladal f 21 |BAstudent, Troparevo Actively engaged in waste
economics sorting and zero waste
consumption; active
pro-environmental
concern
4 | Kirill m 34 |Expert,PhD |- Apart from professional
ecology; activity: occasionally
worked at engaged in waste sorting
the national and popularization on
project social media
‘Ecology’
5 | Angelina f 21 |BAstudent, Moscow Occasionally engaged in
sociology region, waste sorting and the
Odintsovo consumption of eco
brands
6 | Daniil m 30 | Self-employed | Presnensky Occasionally engaged in
teacher; BA in health-related practices;
finance no proactive attitude
7 | Lena f 20 | BAstudent, Nearest Actively engaged in waste
journalism Moscow sorting, occasionally in
region zero waste consumption;
moderate ecological
mindset
8 | Ksenya 1 f 23 |MAstudent, |Dynamo Occasionally engaged in
PR; employed waste sorting and zero
teacher waste consumption;
pronounced ecological
mindset and concern
9 | Alexandra f 20 |BAstudent; Nagatinsky Rarely engaged in
employed Backwater practices, occasionally
waste sorting and
consumption of eco
brands; no ecological
mindset or concern
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No

Name

Gender

Age

Occupation

Place of
residence

Engagement in
ecological activity

10

Dina

23

BAin
sociology;
employed

Marina
Roscha

Rarely engaged in
practices, occasionally
waste sorting and
consumption of eco
brands; poor ecological
mindset

11

Ilya

23

MA student,
philology;
self-employed

Timiryazevsky

Actively engaged in waste
sorting and zero waste
consumption daily;
vegetarian; volunteer in
an eco-project;
pronounced ecological
and civil responsibility

12

Vasiliy

18

BA student,
aircraft;
employed

Severnoe
Tushino

Occasionally engaged in
waste sorting and zero
waste consumption;
moderate ecological
attitudes

13

Danil

20

BA student,
management;
employed

Putilkovo

Occasionally engaged in
waste sorting and
consumption of eco
brands; pronounced
ecological and civic
position

14

Beata

20

BA student,
ecology

Chertanovo
South

Actively engaged in waste
sorting; eco activist;
vegan; member of a
student eco organization;
pronounced ecological
and civil responsibility

15

Libov’
Alexeevna

65

Pensioner

Zapadnoye
Degunino

Occasionally engaged in
waste sorting, ecology as
neatness; low level of
ecological attitudes

16

Lubov’
Vasilievna

76

Pensioner

Troitsk

Not engaged in practices,
ecology as neatness; no
ecological mindset

17

Katya

18

School, 11th
grade

South Butovo

Actively engaged in waste
sorting and zero waste
consumption;
pronounced ecological
mindset

18

Vladimir

22

MA student,
chemistry;
employed

Odintsovo

Actively engaged in waste
sorting, occasionally in
zero waste consumption;
records a podcast about
ecology; pronounced
ecological mindset

350
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No

Name

Gender

Age

Occupation

Place of
residence

Engagement in
ecological activity

19

Sergey

22

BA student,
international
relations

Odintsovo

Occasionally engaged in
waste sorting and zero
waste consumption;
records a podcast about
ecology; pronounced
ecological concern

20

Vlada 2

22

BA student

Troparevo

Actively engaged in waste
sorting, occasionally in
zero waste consumption;
pronounced ecological
reflexivity

21

Ksenya 2

25

MA;
employed,
artist

Sokol

Occasionally engaged in
waste sorting, actively in
zero waste consumption;
pronounced ecological
reflexivity and anxiety

22

Oksana

21

BA student;
eco-volunteer

Actively engaged in waste
sorting and zero waste
consumption; founded
the eco club in university;
volunteer; pronounced
ecological reflexivity and
civic responsibility

23

Yulia

24

Employed

Zhulebino

Occasionally engaged in
waste sorting, actively in
zero waste consumption;
moderate ecological
responsibility;
pronounced ecological
and health anxiety

24

Anastasia

29

MAin
ecology,
ecological
expertise

Actively engaged in waste
sorting and zero waste
consumption; works in
ecological expertise; has
an eco-blog; pronounced
ecological and civic
responsibility

25

Ksenya 3

30

Employed in
finance

Kapotnya

Actively engaged in zero
waste consumption;
participates in
neighbourhood clean-up;
pronounced civic
responsibility, ecological
and health anxiety
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Environmental concern: ‘'now or never’

The data show that young people reflect on the environmental issues they
‘see around them’, with a particular emphasis on environmental
degradation, its unpredictability and its negative impact on human life.

It would be better if this does not continue. We are now familiar
with the problems. Now or never. It is better to start now, little by
little, than later, when you’d have to use harsher measures that you
do not even want to think about. (Interview 9)

The level of anxiety is different for young people; they can even be quite
rational about it. However, we suggest that for them, environmental
concern is an important life principle. It relates strongly to their futures
as young people, aspiring for better life chances and personal success, and
their ambition and proactivity prompt them to respond to the ecological
agenda and to be willing to act pro-environmentally.

It seems to me that in 20 years everything will be very bad with the
environment. It will be similar to China and there will be smog,
probably everywhere. And people will pay for clean air. (Interview 1)

Participation in ecological practices, at the same time, is a response to
the negative changes taking place ‘here and now’. It is a mechanism of
coping with the current threats to their personal life chances (such as
quality of life, health, well-being and access to resources), safety and
ontological security.

Young people primarily aim to take practical steps to care for the
environment they live in, which is close to their locality and day-to-day
private lives. Yet, in comparison with older generations, they seem to
have a broader understanding of ‘the place’ they associate with and for
which they are responsible. It stretches from their backyard to the district,
the city and even the planet.

It is such thinking, it seems to me, when you think: ‘Oh, that’s it, I
will rid the whole world of plastic!’ — this is not normal. This means
that a person will not do anything. Another thing is that I will rid my
own yard from plastic — this is a normal situation. And a person will
really achieve this, and it will be very cool. (Interview 11)
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‘The support is minimal’: contradictions in the experience of
young people

Young people emphasize the perceived indifference of older people to the
environmental agenda. Older generations, according to the narratives of
young people, ‘are stewing in their own issues and problems’ and do not
pay attention to potential threats until they actually affect them. As young
people personally engage in ecological activity and attempt ‘to reduce
their impact on nature’, they feel that their efforts are devalued by older
‘stubborn, passive’ individuals. This ignorance is considered extremely
unjust, while taking ‘real’ action to care for the environment is perceived
as progressive and ‘simply right’.

You are sitting in your beautiful cozy little world, and the landfills
are far away, it does not concern you. You do not see the air.
Therefore, a significant part of the population does not care. People
do not see the environment in mega-cities, they do not care.
(Interview 4)

Young people are more likely to argue against the state’s discrediting of
the agenda. As the state is a more powerful and wealthy actor, young
people expect it to assume responsibility and implement the environmental
agenda. However, it is not seen as a real priority for the Russian state
either in the present or in the near future.

In our country, the state itself is not very fond of talking about
ecology. Many of our landfills belong to quite influential and wealthy
people associated with the current government, the ruling power in
Russia. It is not really profitable to talk about ecology in Russia.
Therefore, the creation of infrastructure will take more time.
(Interview 2)

This affects their attitude towards officials. As pointed out in the
narratives, young people are mistrustful and sceptical of the way state-
imposed environmental measures and infrastructures are legitimized.

It is difficult to hold out for a state that does nothing at all. It should
do a little bit. Especially to the public. At least it relieves tension a
little bit. But I would really like to have a waste separation system
like the one in Singapore. (Interview 21)
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Thus, young people face the ambivalent social and political context of
performing care for the environment. Interestingly, even though the
youth’s pro-environmental attitudes are embedded in equivocal and
de-motivating politics and state infrastructure, this does not prevent
young people from engaging in ecological activity entirely. Ultimately,
they tend to express proactive attitudes in opposition to the passivity of
‘the ordinary people’ and the state, paternalism or external enforcement.
Those who are ready to take pro-environmental steps feel ambivalence in
the contradictions between their internal proactivity and external
constrains associated with ecological activity.

And this eternal contradiction of the laws to each other. No matter
how strange it may sound. When people talk about environmental
friendliness, and then try to prohibit the minimization of packaging.
And you sit there and think: ‘Well, somehow strange ... This is not
how it works!” And you sit and wonder frankly. Therefore, everything
should start with activists, and trust in the state system will appear
when these activists interact with what they [deputies] really
prescribe. (Interview 22)

Why do young people still engage in everyday ecological practices? What
motivates them, and how do they justify it to themselves and to others?
The results show that, by becoming engaged in ecological activity as an
important personal and social agenda, young people become empowered,
contrary to the dominant intention to keep them powerless and
subordinate (literally and symbolically) within the social structure. And
this ambivalence generated by the powerful empowers young people in
the domain of everyday civic self-expression.

Well, generally speaking, I have always been somehow sensitive to
some unfair things that are happening in the world. Probably, it
nudged me to ecological problems and motivated me to think about
how I could change this. (Interview 3)

‘A simple man” in the care for the environment

Young people believe in the ‘greening’ of society globally and to some
extent in Russia. For them, ecological practices are either a set of
‘marginalized’ practices of the ‘green fanatics’ (as described in the
discourses about eco-activism) or a privileged activity (since zero waste
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goods are generally more expensive). They believe that ecological issues
are gradually becoming an everyday matter in contemporary society,
which is not performed ‘on the barricades’ but is integrated into the
ordinary course of life.

At present, it is a moral imperative and social norm to reflect upon
the fact that ‘we are not alone on this planet’. In this social order towards
which younger people are oriented, pro-environmental activity is
perceived as ‘absolutely normal practice’ not only at the level of value
declarations but also as an everyday habit and a part of public discussion.
Caring for the environment is regarded as a duty of and at the same time
an opportunity for ‘ordinary people’.

And people cannot even think that, firstly, they are really significant
in ecology, it is not just some beautiful slogans, right? But they are
really significant, they can really do something, that one drop in the
sea is already cool ... (Interview 8)

For young people, the responsibility of each individual towards the
environment and the attempts to make a positive contribution to
protecting it (or at least minimizing the negative impacts) have become
a marker of ‘a good person’ in modern society. This modern social actor
is depicted as one who appreciates the environment and follows the
principles of personal responsibility ‘for oneself and for the space around’
in their everyday lives. As the empirical data suggest, being responsible
is crucial for young people and their interaction with the world.

You are the master — you are responsible. It is not that someone else
is responsible, but you are also responsible. You are an active
participant. That is, your role, it is also significant ... And if you, as
an irresponsible consumer, simply consume and do not give a basis
for the future, then ... I think it is irresponsible, and such people
have problems not only with the environment and waste disposal,
but with everything. (Interview 13)

Their understanding of what it means to be ‘the master’ is framed by the
phrase ‘my planet is me’, marking a shift from reckless consumerism and
wasteful predatory destruction to neatness, consciousness in daily
decisions and activities. Interestingly, they express the components of
biocentric value orientations (Dunlap and Catton 1979) and post-
materialism (Inglehart 1995), while simultaneously maintaining the
anthropocentrism framework. Moreover, such orientation is not solely
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pragmatic (for instance, the desire to live in a clean environment or
minimize future climate risks) and economically rational (namely, saving
water or electricity in the home) but represents morality and social justice
(Stern 2000). The discussion of ecological issues ultimately refers to
human rights and dignity, questioning what a decent environment is and
how people should act in order to achieve it.

Well, a person influences it [the state of the environment] and
constantly worsens it. Accordingly, one can influence it in the
opposite direction, improve it. At least when we stop turning a blind
eye to problems and start talking about them, paying attention,
express the attitude that we care ... I mean, we are aware that we
need to sleep more, to eat well, to move — this is, probably, more
inherent in us, it is more talked about. But that we must take care of
the environment too — well ... But in fact we must send inquiries
about the quality of water, demand to measure its quality in the
laboratory, or think about what kind of air we have in our city.
(Interview 24)

‘Not to be passive in this world’

Young people are not harsh on themselves and others in being
environmentally engaged since they believe in the ‘small solutions theory’
as a means to achieve the eco-friendly lifestyle. Importantly, the
responsibility is seen not as a burden but as an opportunity to be a
‘civilized citizen’ and ‘a good person’.

And at some point, something clicks in your head, and you think: ‘Is
everything really so bad? Do I need to do it?’ But then you come
back to reality and you realize that: ‘Well, yes, it needs to be done,
because if not me, then who?’ (Interview 7)

‘Elementary, simple practices’ are an individualized tactic of managing
ecological problems, making ecological activity a habit and embedding it
in one’s daily routine. ‘Simple solutions’ seem to be a more worthy and
effective strategy ‘than doing nothing’ and passively witnessing the
unfolding of the environmental crisis. By making a ‘small but personal
contribution’ to protect the environment, young people emphasize their
intrinsic personal interest in the environmental agenda, to attempt to
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make a personal contribution ‘to help the environment’ or at least try to
feel engaged.

Because being a couch expert and saying that everything is so bad,
but doing nothing is generally the worst thing that can happen.
(Interview 17)

Ecological attitudes, values or emotions are essential, but the principle
‘you are what you do, not what you say’ is fundamental in relation to the
environment. For young people, ecological practices become a crucial
indicator of one’s mindfulness, as they expect other people and themselves
to ‘do at least something’.

It was kind of romantic, yes. Then I realized that this is a big
problem, and this problem needs to be solved, right? And it is in our
hands — whether to solve this problem or not ... (Interview 1)

Embedded in the context of capitalist economic systems, consumption is
a powerful framework, anchored to the idea of sustainability and ‘being
green’ (Chappells and Trentmann 2015; Welch and Warde 2015). Within
everyday ecological activity, young people engage in zero waste
consumption, upcycling or the sharing economy (Spaargaren 2003;
Chappells and Trentmann 2015). Their ‘green choice’ in the everyday
domain becomes a tactic of opposition to violent environmental
destruction and passivity in relation to the ecological crisis.

My sister, for example, asked me to buy bananas. She is like, ‘Buy
the ones in the packaging’. Haha, hell no! I will never buy bananas
in packaging! I told her: ‘Are you serious? Why? Oh, why?’ Or there
is an orange or something like this, that they try to put into an extra
plastic bag. Well, why? This worldview, I do not know ... Maybe, it
is such short-term thinking, ignorance to what you leave behind.
(Interview 23)

In pro-environmental discussions and activity, young people not only ask
themselves ‘What kind of person am I?’ but also ‘What kind of environment
do I'want to see around me?’ Here we recognize the paradigm of the actor
in modernity, who works on the ‘self as a reflexive project’ (Giddens
1991). In personal ecological actions, which are elementary yet
meaningful, actors constitute the ‘self’, approaching the desired ideal of
amodern person and citizen, and define who they are for themselves and
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others. Here, the ‘internal’ ambivalence of pro-environmental activity of
the youth can be identified. On the one hand, as was mentioned above,
young people depoliticize ecological practices since they are available for
everyone and represent the modern social morality. At the same time, the
narratives suggest that the civil dimension is also inherent to pro-
environmental activity.

I would call it the ‘attribute of a decent person’. That is, a conscious
person who understands what he is doing and why. Everyone sees
it in their own way, what a decent person is, but usually this person
is good. And if you are good, then you must in some sense be
responsible for the environment. And every person wants to be
good. I think that precisely this concern for the environment should
be such a basic concept of goodness. (Interview 18)

The worldview of self-management and empowerment, specific to young
people, seems to be applicable to ecological activity as well. It becomes a
pragmatic act of investing in their future and at the same time gives them
the space to be proactive in shaping their personal life courses and the
social order around them. Hence, pro-environmental behaviour shapes
the proactive subject since one acquires agency in promoting the
ecological agenda.

‘Find like-minded people’

As ‘no man is an island’, young people seek individualization but not
atomization in ecological activity: they try to be independently responsible,
while relating to the community around eco-friendly activity. On a macro-
scale, private practices make societal changes cumulatively. Given the
importance of individual contributions, the latter are conceived as ‘part of
the overall picture, a fraction of the whole’ of environmental protection.

This [engagement in waste sorting] gives you confidence, the hope
that you do it for a reason, that it helps. And it helps not only you,
but also other people, and this also helps our country and the planet.
(Interview 7)

The ecological domain is a field of symbolic struggles in which actors
distance themselves from ‘non-ecological’ people. However, the ideal eco-
friendly social order, depicted by young people, is ‘organically supported’
by all social actors: the public, influencers, businesses and the state. All
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actors are foreseen to be in dialogue with each other and responsive to
ecological issues.

And everything should be in balance. But in such a balance that they
interact without harming the planet, the object on which they are
working. Now, if the object — the planet — will feel better from this
kind of interaction, then it is a good thing. (Interview 8)

Ecological participation becomes for young people a means to engender
solidarity by becoming symbolically integrated into the eco-community
and being ‘part of something bigger’.

Discussion and conclusions

At present young people have limited resources and channels to express
their political and environmental concerns. This study explains how they
justify their ecological engagement via socio-political activity. Drawing on
interviews with ecologically oriented young people from Moscow, we
suggest that everyday ecological practices are understood by them as
enacted in an ambivalent social environment (the ‘external’ ambivalence).
Moreover, daily ecological activity is ambivalent itself, being both a
politically neutral moral issue and at the same time an actively politicized
field of civic and political representation for young people.

Our results are consistent with previous studies which suggest that
everyday ecological activity is embedded in the concept of a proactive,
individualized and responsible citizen (Welch and Warde 2010; Soneryd
and Uggla 2015), while personal engagement enables individuals to
enact the pro-environmental social order they yearn for. The results go in
line with the studies, showing that young people uphold the idea of
personal success and opportunity (Matza 2010). Due to these values they
are extremely concerned about environmental problems as an
unpredictable yet serious risk to the global and, importantly, their own
personal futures. The narratives of young people illustrate that they have
a ‘pessimistic attitude, but it includes hope for the future’. The importance
of practical involvement seems to be a crucial insight of the study,
highlighting the contribution of the individual to improving the ecological
domain and taking charge of the global and their own personal futures,
life chances and prosperity. In addition, young people demonstrate a
gradual shift in their value and citizenship orientations, expressing
components of biocentric (Dunlap and Catton 1979) and
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post-materialistic (Inglehart 1995) attitudes, demanding civic activity as
part of their personal contribution to positive social changes (Rudel et al.
2011; Nartova 2019).

The ‘implicit’ ambivalence of ecological practices exhibited by
young people is depicted by the fact that they appeal to a moral norm of
‘a simple man’ distanced from the current controversial politics, and at
the same time to citizen participation. At first sight, these justifications,
rooted in moral values or pragmatic considerations, are apolitical.
However, the ecological domain becomes politicized as, in the perceptions
of young people, the state distances itself from the environmental issue.
But for young people, caring for the environment is framed as a significant
issue, and they prioritize their intrinsic personal pro-environmental
choices in opposition to both paternalism and external enforcement.
Remaining ‘ordinary citizens’, they support their personal claims and
express their values and attitudes (Spaargaren 2003; Haugaard 2012),
consequently reshaping power relations in the ecological domain. For
them, ecological practices become tools for their civic and political
representation and empowerment in the ambivalent social position
between external resistance to the state agenda and internal pro-
environmental attitudes. In this case, ‘power’ should be conceptualized as
the capacity for action: ‘power to’ as emancipation, rather than ‘power
over’ as dominance over other individuals or coercion (Haugaard 2015;
Ledyaev 2019). More broadly, young people make political decisions by
their everyday actions (Eliasoph 1998), being explicitly apolitical and at
the same time acquiring power in trying to change the world around
them, hence managing the ‘implicit’ ambivalence of ecological practices.

Furthermore, pro-environmental engagement allows ecologically
concerned young people to take part in significant social activity
(Spaargaren 2003; Welch and Warde 2015), rooted in expressing
citizenship, collectively preserving the world and changing it for the better.
Actors exercise ‘power with’ as the ability to act in accordance with others
and discuss the issue with them (Haugaard 2015). Remaining a highly
politicized field of power struggles, for young people ecological activity
constitutes a space of communication and civil collaboration.

To conclude, young people make use of the ‘implicit’ ambivalence of
ecological practices and their understandings since, even without making
an explicit political statement, they express their desire for a particular
type of civic engagement and citizenship, in contrast to the present
distrust of official political discourse. Pro-environmental activity becomes
a tool of civic empowerment and representation for young people. We
argue that it is through ecological activity that young people communicate
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their political claims, namely, their demand for justice and the right to a
decent quality of life as a manifestation of socio-democratic values
(Gudkov et al. 2020). Furthermore, this has the potential to establish
local grassroots communities and movements, indicating a redistribution
of power dispositions.

The example of proactive young people suggests that the imaginary
representations of the eco-friendly social order can become the basis for
real social changes (subject to the relevant efforts and support). Based on
socially shared expectations, individuals structure their activity, thereby
investing in foreseen ‘imagined futures’ (Beckert 2013). An important
task of social researchers will be to study the vector of these changes and
the subsequent dynamics of power in the field.

It is worth noting that the empowerment revealed in the interviews
is not entirely straightforward, as young people still express contradictory
attitudes towards ecological engagement. This stems from the fact that
environmental responsibility has to be shared among social actors, while
the ‘politics of choice’ approach exaggerates the reflexivity and autonomy
of individual actors (Maniates 2001; Welch and Warde 2015).

Young people recognize the limitations of their agency in protecting
the environment through personal actions only. Even though they perceive
eco-friendly activity as an intrinsic interest, and while environmental
responsibility ‘does not kill you, but encourages you to keep going and
strive’, at some point caring for the environment becomes a duty in the
negative sense of a burden. Ecological activity is seen by young people as
resistance to the state (namely, to its ecological ignorance and passivity),
but they still hope that the authorities will eventually follow a pro-
environmental path and so all actors will act in accordance.

Ecological activity also turns out to be functionally ambivalent in its
implicit meanings for young people, simultaneously constraining and
empowering, assigning actors the obligation to protect the environment
and maintain their engagement (Ledeneva 2014). We suggest that the
particular focus on how multiple justifications and modes of power
coexist, shaping the transitional yet specific patterns in ecological
engagement, is productive for fostering the pro-environmental agenda
and activity, relevant for the Russian institutional setting.

The ambiguity of personal responsibility exhibited by young people
might also stem from the peculiar socio-cultural Russian context. In the
case of young Muscovites, a combination of values and patterns from
Soviet, contemporary Russian and Western models is probably captured
(Yanitsky 2011). The study primarily refers to the context of the modern
market society, capturing the deliberate actions of individuals who
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attempt to assume responsibility for the environment. They are not
motivated by the economic deficit or limited market options, which
would be the case with older people who experienced the Soviet
economic system.

Limitations

Since we rely on the narratives of young, ecologically oriented people, the
results of the study might represent a pretty optimistic picture of personal
pro-environmental behaviour. Young people tend to idealize eco-friendly
activity. Still, it indicates a gradual shift towards the civic dimension of
pro-environmental engagement and concerns. To ensure a more thorough
analysis, we deliberately limited the scope of our research to proactive
and ecologically responsible young Moscow residents.

Furthermore, young people do not always reflect on the meanings
of ecological practices within their daily routines. Occasionally during the
fieldwork, they failed to articulate their attitudes towards daily forms of
activity. This highlights the problem of the answers given, or implicit
meanings which eluded the research.

Due to the ethnographic framework of the research, we
intentionally accepted the perspectives of the individuals and did not
attempt to depict ‘objective’ ecological engagement. Additional experts
from the field of ecology, climate studies, biology as well as political
science in the sphere of ecological regulation could make a significant
contribution to understanding the field and counterbalance the ideal-
typical understanding of caring for the environment, translated by the
young people.

As for the perspective of this study, we did not capture the macro
context of the ecological activity and did not pay detailed attention to the
perspectives of other social actors. The power dynamics in the field
require further research, unpacking the whole spectrum of power
relations between multiple institutional actors and the ways they frame,
articulate and negotiate the environmental agenda.
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