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Abstract. The article highlights the resource-industrial and institutional conditions causing
the fragmentation of the economic space in Russia. In these conditions, the integration
of the economy and society is ensured through the integrated political-administrative
market of the centralized type. As a result, the functioning and development of the
Russian economy are described as a complicated interweaving of the horizontal added
value chains and the vertical chains of value redistribution. This created the pyramid of
wealth enclaves in the Russian economy. The interaction between the actors controlling
these enclaves occurs mainly on the political-administrative market, connected with the
vertical redistribution of added value. The theoretical basis of the study is J. Stiglitz’s
model of dual enclave economy and the modified tools of the concept of global value
chains (GVC). The study operates such qualitative research methods as conceptualization
and comprehensive analysis. The study revealed that in the Russian economy the
economic market fragmentation situation is persistently present. The pyramid of wealth
enclaves linked with the vertical chains of value redistribution does not create incentives
for the integrated development of the national economy.
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Introduction

The problem of the enclaves of wealth
hardly connected with the rest of the nation-
al economy was introduced by J. Stiglitz as
a part of the dual enclave economy concept
(Stiglitz, 2002). He noted that incorporation of
the emerging market countries into the global
economy did not result in their integrated de-
velopment, but caused the emergence of the en-
claves of wealth. These enclaves of wealth were
mainly represented by the export enterprises
controlled by foreign capital and privileged lo-
cal business entities, practically disconnected
from the rest of the economy. As a rule, these
enclaves of wealth are represented by the re-
source exporting sector (mainly natural and
mineral resources). The author emphasized the
fact that these enclaves of wealth do not create
incentives for the modernization of the other
sectors of the national economy, but they serve
as a source of financial resources for the public
programs for implementation of the projects in-
tended to develop other sectors of the economy
and invest in human capital and social infra-
structure. At the same time, the question about
the methods and results of attracting and using
these financial resources by the state remains
open.

The distinctive feature of modern Russia
making it different from the other countries
with emerging markets is in the following:

1. Enclaves of wealth are controlled by
the national state-owned companies, private
companies and business groups affiliated with
the state, but not by multinationals (Pappe,
2000; Pappe, Galukhina, 2009). This fact
makes a direct impact on the employed ways of
collecting and using the resources for the im-
plementation of the development project initi-
ated by the state.

2. The resource exporting enclaves
of wealth are incorporated into a specif-
ic system distinguished with a complicated
interweaving of the horizontal added value
chains and the vertical chains of value redis-
tribution. The centralized redistribution of
financial resources creates some additional
enclaves of wealth, defined as secondary and
tertiary concerning the primary resource ex-
porting enclaves of wealth.

This article discusses the institutional
foundations of the system built in the context
of the economic fragmentation and politi-
cal-administrative centralization. As a result,
the Russian economy does not emerge as an in-
tegrated market economy but appears as a frag-
mented economic space. The central element of
a fragmented economic space is the pyramid
of primary, secondary and tertiary enclaves of
wealth. At the same time, the rest of the econ-
omy operates in the survival mode, having no
sufficient economic and/or political resources
to support its competitiveness and sustainable
development capacity.

Theoretical framework

The study develops the approaches that
formed the basics of the J. Stiglitz concept of
enclave dual economy. The approaches of J.
Stiglitz are integrated with the models based
on the new political economy. In contrast to the
basic models of the public choice theory (Bu-
chanan, Brennan, 2008), the political markets
are studied in the broad sense, and various dis-
crete structural alternatives of their organiza-
tion are highlighted (Williamson, 1991; Levin,
2014; Levin, Sablin, 2018). From our point of
view, considering the institutional system of
Russia from the position of an inextricable rela-
tionship between economic and political insti-
tutions, a spectrum of discrete structural alter-
natives should be also taken into account. The
factors determining the choice between these
discrete structural alternatives are set by the
fact of previous historical development (path
dependence). The widely recognized features
of the existing institutional system of Russia
are the following: the coalescence of economy
and politics; limited political and economic
competition; the key role of state-owned com-
panies and private business groups and com-
panies affiliated with the state in the economy;
vertical power structure with the federal centre
enforcing the political and economic control
over the regions.

In this regard, the question that aris-
es is the objective economic foundations of
the existing institutional system of Russia,
its main elements, limitations and develop-
ment prospects. From our point of view, this
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system is based on a historically determined
relationship between the resource-industrial
structure of the economy and the institutional
organization of the economy and society. This
means that the existing institutional system of
Russia implies a certain type of relationship
between the economy and the politics, the co-
alescence and limited real autonomy of these
subsystems of society. The path dependence
(Arthur, 1994; David, 2007) is revealed in the
formed system of interactions between the
resource-industrial and the political-econom-
ic structures of Russian society. This system
forms the basic parameters of the institutional
organization and creates a set of constraints
for implementation of the economic modern-
ization projects. Moreover, these constraints
are quite strict. This means that, if the ob-
jective constraints are not taken into account
when implementing any institutional projects,
the lock-in effect is clearly revealed, return-
ing the institutional system to the historically
given development path. This fact was obvi-
ous during the post-Soviet economic and so-
cial development. The institutional project,
implemented since the early 1990-s, was fo-
cused on the separation of economy and pol-
itics, development of economic and political
competition, as well as shaping a market-type
institution system in the economy and creat-
ing political democracy. However, it resulted
in the transformation of the Soviet system of
administrative markets (Kordonskiy, 2006)
into the system based on the dominance of the
hybrid political-administrative market. With-
in this system, the coalescence of economy
and politics was revived in a new form, and
instead of separating private and public prop-
erty, a hybrid system of real residual proper-
ty rights was made up (Grossman and Hart,
1986; Levin, Sablin, Kagan, 2017).

Statement of the problem

The pyramid of the enclaves of wealth is
formed as the Russian economy and society
are developing between the poles of econom-
ic fragmentation and political-administrative
centralization. Combined, the transformation
of the domestic market and the integration of
the economy into global markets caused the

competitiveness of a narrow group of indus-
tries and companies within the resource ex-
porting sector. This resulted in the lack of a
domestic integrated and self-regulatory system
of competitive markets for resources, goods
and services in modern Russia. Therefore, the
economic markets in Russia are disintegrated.
Russian companies and business-groups com-
pete on segregated global and domestic mar-
kets.

In these conditions, the economy and
society in the country are integrated by the
political-administrative market. In Russia, an
integrated political-administrative market of
centralized type has developed, with the rul-
ing group being the ultimate source of the po-
litical resource. At the same time, within the
framework of the unified vertical of power,
some administrative, and, to a lesser extent,
political bargaining takes place. The domestic
business is incorporated into various levels of
this vertical of power. As a result, the disinte-
grated economic markets in Russia are inter-
woven with the centralized and integrated po-
litical-administrative market. The relationship
between the actors of these markets develops
in two ways. Firstly, the availability of an indi-
vidual political resource within the vertical of
power is a factor for access to the most signif-
icant economic resources that determine the
competitiveness of Russian companies, both
on domestic and global economic markets.
Secondly, in many cases, the actors of the po-
litical-administrative market either substitute
the actors of the economic markets acting as
the main “consumers” of goods and services
of the domestic companies directly, or they
determine the range of solvent “consumers”
through the mechanisms of redistribution and
centralization of revenues in favour of certain
social groups and territories. Based on the po-
sition in this system, the authors of the article
identify primary, secondary and tertiary en-
claves of wealth.

Methods

To identify and characterize the enclaves
of wealth, the tools of the global value chains
(GVC) concept (Humphrey, Schmitz, 2001;
Gereffi, Humphrey, Sturgeon, 2005) are used.
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This approach is adjusted to the presence of
the centralized vertical chains of value redis-
tribution within the vertical of power besides
the horizontal value chains. In the context of
this approach, Russian entrepreneurs are seen
as actors that bring their interests into practice
in the interwoven political-administrative and
economic markets. At the same time, the po-
litical resource provided by the access to the
political-administrative market, on the one
hand, acts as a source of competitive advan-
tages in economic markets, and, on the other
hand, involves entrepreneurs taking a wide
range of quasi-public obligations in the form of
quasi-fiscal payments including quasi-tax fees
and organized sponsorship (Levin, Kurbatova,
2011).

The authors also use a qualitative ap-
proach that involves conceptualization and
comprehensive analysis of the problems of the
formation and development of the enclaves of
wealth in today’s Russian economy.

Discussion

The basis of the Russian economy is
formed by the resource exporting sector,
which is the key source of revenues scraped
from the global economic markets. As a re-
sult, Russian business groups and companies
of this sector are the ones to form the primary
enclaves of wealth. In this case, the access to
the political-administrative market and avail-
ability of individual political resource allows
them to monopolize the access to natural and
mineral resources and establish favourable
(preferable) individual conditions for the use
of such. They sell their raw material products
on the global economic markets being an im-
portant source of technologies and financial
resources, especially in the context of today’s
sanctions.

The primary enclaves of wealth are en-
terprises, competitive on the global economic
markets, representing mineral extraction and
production industries manufacturing unfin-
ished goods, controlled by the state-owned
companies and state-affiliated private compa-
nies holding the significant political resourc-
es. These enclaves of wealth form the flows
of income being the main source of profits for

large businesses, as well as a source of fiscal
and quasi-fiscal payments for the state. At the
same time, the owners of these business groups
take on quasi-public obligations to finance de-
velopment projects in exchange for the politi-
cal resource. At the moment, it is the financing
system for national projects. The companies
directly controlled by the state carry out most
of the quasi-public obligations. For instance,
in the year 2018, “Rosneft” Russian oil com-
pany implemented an extensive set of social
programs including housing and mortgage
lending, private pension programs, as well as
improvement of the working and leisure condi-
tions (Rosneft Annual Report, 2018). Taking up
additional quasi-public obligations, “Rosneft”
enjoys additional benefits from the state for the
development of new hydrocarbon deposits in
the shelf of the Arctic, Far Eastern and South-
ern Seas of Russia (Shel’ fovye proekty, 2019),
therefore increasing the commercial efficiency
of “Rosneft”.

Thus, the specificity of the position oc-
cupied by the domestic business groups that
control the primary enclaves of wealth is a
combination of exclusive advantages obtained
due to their high position within the verti-
cal of power with a rather strong competitive
pressure within the global economy. In many
cases, this creates quite powerful incentives
for the modernization of the export-oriented
resource industry. An example of such is a seri-
ous success in the technological modernization
of the metallurgical (Gorbunov, 2013) and coal
industries. Assessing the situation in the coal
industry in Kuzbass, the head of one of the re-
gional administration departments comments
on it as follows: “Let’s take the coal industry.
In recent years, labour productivity in the
coal industry of our country has significantly
increased. You know that many coal industry
enterprises are closing down today, and others
are opening and modernizing. Compared to the
Soviet years, the number of people employed in
the coal industry has dropped by three times.
At the same time, for example, the volume of
211 million tons was mined last year. In Soviet
times, they dreamed of achieving the milestone
of 160 million tons with a much larger number
of employees. Now, the lion’s share of this coal
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is being refined. In this sense, productivity in-
evitably increases” (Levin, Sablin, 2017: 43).

Business groups that control the primary
enclaves of wealth do not only carry quasi-pub-
lic obligations but also centralize revenues,
redistributing them in favour of the central re-
gions, primarily Moscow and St. Petersburg. It
results in the development of high-margin con-
sumer markets, serving as the economic basis
for the emergence of the secondary (industrial)
enclaves of wealth. At the same time, public
funds are also concentrated in the centre. In
this sense, we can speak of two interwoven
chains of vertical value redistribution in favour
of political-administrative and economic actors
that occupy higher positions in the vertical of
power.

The secondary (industrial) enclaves of
wealth are sets of “semi-knocked down” (SKD)
enterprises that serve as high-margin demand
actors, generating their revenues due to the
high status (direct or indirect) in the vertical
of power. The high status opens access to the
redistribution of value, created within the pri-
mary enclaves of wealth.

The most vivid example of a secondary in-
dustrial enclave of wealth is the development
of the Kaluga regional economy. It became the
benchmark of the region, whose authorities
managed to build a balanced system of devel-
opmental institutions that ensured the imple-
mentation of large-scale investment projects in
the manufacturing industry. At the first stage,
the most significant success was associated
with attracting foreign investments in the car
assembly plants (“poorly diversified SKD”). In
the future, it became possible to significantly
diversify the sectoral structure of investments
and increase the role of domestic investors
(Skorobogaty, 2016). However, this enclave
of wealth is still dependent on the injections
of foreign technologies and investments. This
makes it vulnerable in the face of the sanctions’
pressure on the Russian economy.

The employment of political resources
in the formation of such enclaves of wealth is
closest to the practices of other foreign coun-
tries with emerging markets. The use of such
new industrial policy tools may be demonstrat-
ed with the case of the Kaluga Oblast. Based

on the incentives for car assembly plants ini-
tiated at the federal level, the regional author-
ities agreed with large foreign (and domestic)
companies to implement a development project
on transferring a part of the global horizontal
value chain of the automotive industry to the
region. The individual political resource of the
regional authorities was used to gain support
for this project from the federal authorities and
developmental institutions. The enterprises in-
cluded in this enclave of wealth mainly operate
in the competitive domestic consumer markets.
At the same time, the dynamics of demand in
these markets depends on the state of the pri-
mary enclaves of wealth and the effect of verti-
cal chains of value redistribution.

Having been put into practice, the public
programs aimed at stimulating the develop-
ment of innovations (Strategiia innovatsion-
nogo razvitiia RF..., 2011) and reforming the
scientific and educational complex of the Rus-
sian Federation (Proekt povysheniia konkuren-
tosposobnosti..., 2012) caused the emergence
of the tertiary (innovation and scientific-edu-
cational) enclaves of wealth. The most vivid
examples are Skolkovo Research and Tech-
nology Centre and the Higher School of Eco-
nomics (HSE). In this regard, it is necessary to
highlight the paradox of the innovation devel-
opment policy in modern Russia. Innovations
were declared to be the main way of avoiding
the resource exporting dependence and transit-
ing to the “knowledge economy”. However, the
analysis shows that such structures as Skolko-
vo and HSE are the enclaves of wealth that are
the most dependent on political-administrative
market and the least focused on gaining com-
petitive advantages in economic markets (at the
level of real actions, not public declarations).
The tertiary enclaves of wealth are dependent
on the vertical chains of value redistribution in
two ways.

Firstly, the establishment of such required
large injections of public funds to give them
access to the necessary resources includ-
ing human capital. For example, in the years
2013-2015 Skolkovo Research and Technol-
ogy Centre spent on its activities 65.5 billion
roubles from the state budget (O rezul’tatakh
kontrol’nogo..., 2016). HSE received an addi-
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tional investment of 860 956 thousand roubles
according to the Order of the Government of
the Russian Federation in the year 2019 under
the “Program 5-100" (Rasporiazhenie Pravi-
tel’stva Rossiyskoy..., 2019).

Secondly, it is the state that acts as the
main “consumer” of the R&D, educational and
expert services these structures create. They
act mainly as suppliers of innovation, scien-
tific and educational “semi-finished products”
for the global innovation and scientific-educa-
tional sector (i.e. subcontractors of global inno-
vative companies, undergraduates and doctor-
al students for universities in Europe and the
USA, junior partners in international scientific
networks).

At the same time, the preservation of even
such competitive positions on the global eco-
nomic markets seems to be very problematic
without constant injections of public funds.
The senior managers of these structures are
well aware of this fact. In this regard, the as-
sessment of the situation given by V. Kasama-
ra, the HSE Vice-Rector, is a vivid example.
Commenting on the statements about the need
to preserve the university’s autonomy from the
state, she clearly expressed the position of the
HSE leadership: “You know, to me, it seems to
be somewhat childish to say that, keeping in
mind that the HSE is a university under the
Government of the Russian Federation and
the Government is the founder of the HSE. We
work with the Government and for the Govern-
ment, and we are one of the consultants of the
Government, but we are also the consultants
for the other executive bodies and the Presi-
dential Administration. It is very strange to
oppose us” (Kasamara o slovakh Egora Zhu-
kova pro sviaz..., 2019). These statements are
true to life. HSE is funded not by hypothetical
taxpayers acting in an ideal contract state (Bu-
chanan, 1975), but by the ruling group. At the
same time, being the top of the vertical chains
of the value redistribution, the tertiary enclaves
of wealth crown this pyramid.
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Kemeposckuti cocyoapcmeennulii yHugepcumem
Poccuiickaa @edepayus, Kemeposo

AnHoTanmsa. B wHcciaenoBaHMM  pacCMaTpUBAIOTCS  PECYpCHO-OTpacieBble |
WMHCTUTYLIOHATIGHBIE YCIIOBHS, BeAylHe K (pparMeHTAIMHd SKOHOMHYECKOTO MPOCTPAHCTBA
Poccuun. B sTtux YCIOBUAX MHTCrpausd 3SKOHOMUKH U CoLuyMa obecrneunBaeTcst
MOJIMTUKO-aIMUHUCTPATUBHBIM PBIHKOM ICHTPAJIU30BaAHHOTO THIIA. B pe3ybTaTe
(YHKIIMOHUPOBAaHUE M PA3BUTHE POCCHICKOW SKOHOMHKH XapaKTEPU3YIOTCS CIONKHBIM
MepEIUIETEHHEM TOPU30HTAIIBHBIX TETIOUeK CO3/IaHUsI CTOMMOCTH W BEPTUKAJIBHBIX IIEMOYEK
ee nepepacmpeziesieHust. DTO MPUBEIIO K TOSBICHUIO B POCCUHCKON SKOHOMHKE THPAMU/IBI
AHKJIAaBOB OorarcTsa. B3ammonelcTBre Mexay CyObeKTaMM, KOHTPOIHPYIOIIUMH 3TH
AHKJIaBbl, OCYHICCTBIIACTCS MPCUMYIICCTBCHHO HA MOJIMTUKO-aAIMUHUCTPATUBHOM PBIHKE
Y CBSI3aHO C BEPTUKAJIBHBIM IepepaciipeieIeHUeM CTOMMOCTH. TeopeTnyeckoi 0CHOBOM
HCCIICIOBAHUS ABJISICTCS MOJICTb aHKJIABHOM JBOMCTBEHHON »KOHOMUKH JIk. CTurmmia
1 MOIU(UIIMPOBAHHBI WHCTPYMEHTAPHI KOHIEHIIMUA TITOOATBHBIX IETIOYEK CO3MaHUs
cTouMocTd. B paboTe UCHONB3YIOTCS KaueCTBEHHBIE METOIbI HCCIENOBAHUS —
KOHIIENITYaJIN3allns U KOMILICKCHBIH aHanu3. [IpoBeieHHOe HecneqoBaHue oKas3ano, 4To
B 9KOHOMHKe Poccun ycToiunBo coxpaHseTcs cuTyanus (pparMeHTaui SKOHOMHIUECKUX
PBIHKOB, a CBsA3aHHas LEIMOYKaMH Mnepepacupeaci€Hus CTOMMOCTU MUpaMiJia aHKJIIaBOB
0orarcTBa He CO37[aeT CTUMYJIOB ISl IIEIOCTHOTO Pa3BUTHS HAITMOHAIBHOW SKOHOMHUKH.

KiawueBble cjoBa: aHKJIaBbl OOT: aTCTBa, 3KOHOMHYECKUM PBIHOK, IIOJHUTHKO-
a):[MI/IHI/ICTpaTI/IBHLII\;I PBIHOK, TOPHU3O0HTAJBbHBIC LCMOYKH CO3JaHUA CTOMMOCTH,
BEPTHUKAJIBHBIC LETIOYKHU IIEPEPACIIPEACICHNA CTOMMOCTHU.

I'paat PODU Ne 19-010-00244 «MucTUTynMOHATBHAS OpraHU3alUs pPhIHKA TPyJda B
pETHOHAX PECYPCHOTO THIIaY.

Hayunas cnenuansHocTs: 08.00.00 — 3xoHOMHMUYECKUE HAYKH.



