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Abstract. In the context of the apparent failure of Russia’s attempt to modernise itself during the post-
communist period of its being, one of the actual tasks for social sciences is to identify the nature of the
state and the economic system of contemporary Russia as well as historically determined dominants of its development in the
foreseeable future. The article offers to solve that task through an inter-disciplinary junction of most relevant concepts of the
politar/neopolitar economy, studying the Horde genesis of Muscovy-Russia, its political and historical notions of the «palace
state».
The Putin Russia’s historical roots are traced from early class politar societies of Asia and Aegeide, especially the Cretan
«palace» states all through the 2" millennium BC, through the post-Horde Muscovy and the post-Petrine Russian state
«privatised» by nobility, up to a number of communist and oligarchic dictatorships of the 20" century. The mechanisms of a large-
scale redistribution of assets accumulated in power-property of Russia’s ruling elite are outlined through the case study of the
RUSNANO state-owned company specialising in nanotechnologies. In contrast to the present day Ukrainian economy (being
predominantly neo-feudal but with a dynamically developing segment of capitalist relations of the European type), in Russia
under Putin one can observe the phenomenon of two-tier property, which is characteristic of politar societies, i.e. while this
property is officially registered in the name of legal entities and individuals, its supreme owner and arbiter is actually the top-brass
of the federal bureaucracy acting on behalf of the entire ruling class.
Thus, the socio-political and economic system of contemporary Russia may be identified as palace-neopolitar, wherein the top
bureaucratic oligarchy has usurped power controlling and redistributing, the core economic resources and assets of the country
with the purpose of its own utmost enrichment. Moreover, due to the escalation of the systemic conflict of Russia with the West
and, more broadly, with the world of modernity, further consolidation of the palace-neopolitar power and economy, which brings
under control and increasingly distorts the segment of competitive market relations, is taking place. The above means that the
unlikely success of today’s Russian modernisation would threaten the very foundations of the Russian statehood.
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MNinaes I. C.

OOKTOP NONITUYHUX HayK, KaHAMAAaT eKOHOMIYHMX HayK, AOLUEHT, npodecop,

MixxperioHanbHa akagemia ynpasniHHA nepcoHanom, Kuis, YkpaiHa

CyyacHa Pocia Ak nanauoBo-HeonoJsiTapHa aep)xaBa i EKOHOMiIKa

AHoTauiA. Y CBiTNi 04eBMAHOIO NPOBasy YeproBoi, TENep y>ke NOCTKOMYHICTUYHOI, Crpobu pOoCiicbKoi MoAEepHi3auil, 3pocTalo4oro
BiAYy>xeHHA Pocii Bia CBITY MOAEpHITI 3anvwaeTbCA BiAKPUTUM MUTAHHA LOAO NPUPOAU CYYacHOi POCINCLKOI AepXXaBHOCTI
Ta €KOHOMIKW. Y CTaTTi MPOMOHYETLCA BUPIWUNTM L0 3a4ady LWAAXOM MidKAUCUMNAIHAPHOI CTUKOBKU Hanbinblw peneBaHTHUX
KOHLEMNLI nosniTapHoi/HeononiTapHoOi €KOHOMIKM, OPAUHCLKOI reHeTuku MockoBii-Pocii, noniTuyHMx Ta iCTOPMYHMX MOHATb
nanauosoi gepxxasun. Ha npuknagi gepxkomnarii «<POCHAHO» aHanisytoTbcA MexaHismv peamcTpubyuii HeandepeHLinosaHol
BMaav-BNacHoOCTi BepXiBKOIO GropokpaT-onirapxii. MokasaHo, Wo ManonMoBIPHUI CbOrOAHI YCMiX POCIMCbKOI MoaepHi3auii 3ar-
poxxyBaB 61 cammm OcCHOBaMm cyyacHoi PO.

Knio4oBi cnoBa: Bnaga-BnacHicTb; nanauosa aepxasa; Opaa; Pocilicbka ®epepauia; POCHAHO.

Munaes U. C.
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CospemeHHanA Poccua Kak 4BOpPLIOBO-HEONONUTapHbie rocyaapcTBO U SKOHOMMKA

AHHOTauuA. B cBeTe o4eBuAaHOro nposana oyepenHour, Tenepb yXKe NOCTKOMMYHUCTUYECKON, MOMbITKA POCCUINCKON MoAep-
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MexaHV3Mbl peaucTpubyumn HeanddepeHUMpPOBaHHON BNacTU-COBCTBEHHOCTU BEPXYLUKON BropokpaT-onurapxum. MNokasaHo,
YTO MasIOBEPOATHbLIN CErogHA YCnex POCCUMNCKON MOAEPHN3aLMM MOXET FPO3UTb CamnM OCHOBaM COBPeMeHHoN PO.
KntoyeBble cnoBa: BNacTb-CO6CTBEHHOCTb; ABOPLOBOE rocyaapctso; Opaa; Poccuiickaa ®enepauma; POCHAHO.

1. Introduction. The effective European integration po-
licy of Ukraine is impossible without understanding the route
of socio-political «transit» of its largest neighbour, those fun-
damental civilizational and cultural dominant ideas, the cultu-
ral and historical substrate that determine and will determine
in the foreseeable future the development of the Russian Fe-
deration and the Eurasian area which remains in the sphere of
its influence.

Modern transitology based on the theories of neo-libera-
lism and globalism does not give any convincing, consistent
answer to the questions about the fatal failure of democratic
reforms after the dismantling of the communist administrative
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command economy in Russia and a number of other former
Soviet republics. It is evident that the failure of post-commu-
nist Russia’s modernisation, the country’s growing self-isola-
tion from the civilized world, the glaring gap between the out-
wardly democratic forms of the public institutions and their pa-
ternalistic and clientelistic, anti-Western mechanisms dictate
the need for further comprehension of the essence, historical
and civilizational genesis of the socio-economic system, po-
litical regime and paradigmatic conditions of the development
of contemporary Russia.

2. Brief Literature Review. In the mid-1990s, as a critical
reevaluation of the experience of the first years of post-Soviet
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transformation, the neo-modernisation approach emerges, ac-
cording to which such institutional structures as democracy, law
and market, in spite of being functionally important, do not rep-
resent any historically inevitable or linearly imperative results [1].
At the turn of the 20-21%t centuries, the most prominent and
consistent supporters of world development multi-linearity were
such Western scientists and scholars as Andre Gunder Frank,
David Harvey, Samuel Huntington, Viadimir Shlapentokh, Imma-
nuel Wallerstein, along with Andrey Korotayev, Nikolay Kradin,
Yuriy Semenov and Leonid Vasilyev from Russia; Azar Gat from
Israel, and Serhii Krymskyi and Yurii Pavlenko from Ukraine.

Works by contemporary researchers on issues related to
the East-West civilizational and axiological dichotomy and
the Eurasian (Horde-era) roots of Muscovy-Russian state-
hood, among whom are Aleksander Akhiezer, Sergey Gav-
rov, Lev Gumilyov, Svyatoslav Kaspe, Eduard Kulpin, Charles
Halperin, Abbott Gleason, Donald Ostrowski, Richard Pipes,
Alexander Yanov and Yuriy Pavlenko play an important role in
understanding the nature of the economy and the social or-
der of today’s Russia. Karl Wittfogel [2] and Igor Shafarevich
[3] showed that the Soviet-Chinese-type socialism represen-
ted in resuscitation of the traditional for the Oriental despotic
and bureaucratic social order had adapted to the conditions
of the industrial society of the 20" century. Yuriy Semenov as-
sociates the societies described by Igor Shafarevich as «so-
cialist» with the politar or Asiatic mode of production [4], while
L. S. Vasiliev emphasises on the state mode of production [5].
To such societies, known as politarchies, «the identity <...>
of the ruling class with the machinery of government, of the
surplus produce distribution system <...> with the political hi-
erarchy <...>, with posts within the system of administration»
is peculiar [4, 58]. Serhii Krymskyi and Yurii Pavlenko were
strong supporters of this concept [6, 48]. According to Yuriy
Semenoy, capitalism coexists in contemporary Russia with a
particular, «degenerative» hierarchy politarchy, while capitalist
relations play in this economic system a clearly subordinate
role compared to the politar ones [4, 390].

Scientists who do not share the concept of the special
Eastern type and path of society development prefer to talk
about the «wrong development of Russia since the times of the
Horde» [7; 8], about «neo-feudalism» [9], or about «moderate
feudalism» [10, 107]. Russian economist Vladislav Inozemtsev
and economic historian Maksym Kyrchanov believe that Rus-
sian Federation under President Putin may be viewed as a neo-
feudal structure with increasing feudal trends [11; 12]. However,
M. Kyrchanov recognises the limited nature of the neo-feudal
concept in the analysis of the post-Soviet realities [12, 6].

Irina Glebova, an eminent Russian political scientist, pro-
posed to name the social order into which the post-Soviet «ci-
vilization of the upper class» in the Russian Federation has
transformed, a «palace state» [13; 14; 25]. The term had been
used by Vasily Klyuchevsky to define the state of the post-Petrine
Russia of the 18" century «privatised» by the nobility [15, 330].
However, Glebova views the «palace state» with regard to the
contemporary Russian Federation only as a metaphor for the
form of government and does not substantiate it either in terms
of historical social formations or economic theory.

In the context of the above, the lack of the integrative sys-
tem approach to the studies of the post-Soviet Russia ob-
served by Vladimir Shlapentokh [10, 7] remains an issue of
great interest.

3. Purpose. By using the achievements of Neomodernist
theory and applying the inter-disciplinary approach, the author
will attempt to open up the concepts of a) the politar/neopolitar
society ( the so-called Asiatic or the state mode of production);
b) the Horde genesis of Muscovy-Russia; c) the «palace state»
in order to comprehend and define the nature of the contempo-
rary Russian state and economy.

For the purposes of this article, we understand by «mode of
production» a special, due to the prevailing relations of owner-
ship of economic resources, form of organization of economic
activity and distribution of its results within which reproduction
of the entire social system takes place.

4. Results. As it was shown back in 1957 by German-Ame-
rican sociologist Karl Wittfogel, social revolutions in countries
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with the predominantly Asiatic mode of production may not be
revolutions in the proper sense of the word if they just perpe-
tuate the same oppressive social order in different institutio-
nal and procedural forms [2]. Despite the external borrowing
of technological forms of progress (industrialisation, urbanisa-
tion, increased vertical and horizontal mobility, development of
science and education, etc.) from the West, as it was in the
case of Peter | (who, as Maximilian Voloshin aptly put it, «was
the first Bolshevik» [16, 344]), the Bolshevik revolution put new
socio-structural and ethos roadblocks to the development of
Western capitalism [17, 74-75]. Both in the Petrine and post-
reform Russia and in the USSR «the means of modernisation
were exclusively oppressive and did not fit into the context of the
European tradition at all» [18]. As a result, the deep foundations
of the conservative paternalistic and clientelistic system of pow-
er and economic relations remained unchanged. The new so-
cial «revolution» that occurred in Russia in the early 1990s did
not change it either, despite the fact that, as Ukrainian political
scientist Mykola Holovatyi rightly points out, just «critical alien-
ation of the people from property and power» turned out to be
the main social reason for the collapse of the USSR in the late
20" century [19, 5-6].

The contemporary Russian socio-economic system is es-
sentially a product of evolution of the Soviet super-statism. Ac-
cording to estimates by Russian sociologist Aleksandr Tarasov,
no less than 80% of the new business elite of Russia are rep-
resented by the former Soviet nomenclature (including their
adult children) who added ownership to power [20]. In post-
communist Russia, both economic policy and economic acti-
vity itself turn out to be, in fact, just the reverse side of the
monopoly of power; they do not need any «rational capitalis-
tic organisation of free [...] labour» [21, 50], serving only as a
cover for insatiable consumption of rent and public revenues
by the ruling clan, and therefore, they are not capitalist in the
Western, Weberian sense both in terms of motivation and con-
ditions of their implementation. One can notice deep-going
links between the anti-modernisation trends, for example, in
the Indian economy in the first decades after the country’s in-
dependence, and the Russian post-Soviet economy: both of
them are based on «an elaborate network of patronage and
subsidies» [22, 65] and a bloated public sector of the economy
that the bureaucracy de facto used as their collective property.

In contemporary Russia, antimodernism (now actively pro-
moted by the right-wing conservative circles of the Russian
Orthodox Church, of the I1zborsk Club, by ideologists of Eura-
sianism led by Aleksandr Dugin, and other entities close to the
Kremlin [23]), takes forms of violent confrontation not only with
modernism, but also with antiquity with its ideal of man free in
his choice, which makes one look for the fundamental princi-
ples of the social order of Putin’s Russia in early class societies
that had existed even before the onset of the Axial Age not only
in Asia (in what today is China, India, Islamic countries, etc.),
but also in Africa, Mediterranean Europe (Crete, Cyprus), and
pre-Columbian America. The basis of such a society is rep-
resented by an «undifferentiated power-ownership» ensuring
power and high standing to those who dispose of the public
property through performing leading economic, primarily eco-
nomic, organisational and redistributive functions» [24, 69]. In
such a society, individuals could only fulfil themselves as much
as they were close to power.

Richard Pipes considers that the nature of Russia is based
on the sustainable, formed shortly after the transfer of sove-
reignty over the Muscovy state from Sarai to Moscow, patri-
monial tradition, i.e. on viewing the state as private property,
patrimony of the ruler [7, 61-76, 91-100]. In fact, since the time
of lvan Ill, Muscovy has been the direct heir of the empire of
the Chingizids who under new historical conditions inherited
and implemented the principles of effective management of
a large despotic empire borrowed by the Mongols from Chi-
na they had conquered. The system of edicts (yarligs) intro-
duced in Rus by the Golden Horde was a hangover of Sino-
centrism. In the area of public law, by establishing an admini-
strative structure for extracting tribute, the Mongol-Tatar inva-
ders laid the foundations for the notion of the state autocracy
in Russia [25, 4]. In the final analysis, Russia together with a
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group of Central Asian countries represents today what, over
extended historical periods of the global leadership of China
and Chinese civilization, was regarded as the «barbaric» pe-
riphery of the Celestial Empire, which also included the Mon-
golian Horde’s territory along with the states and nations sub-
dued by the Horde.

A special kind of the Asiatic mode of production is repre-
sented by the so-called palace economy — an economic sys-
tem where the elite monopolises some resource or a group of
similar resources and redistributes them through a centralised
unit («palace»). Palace economy corresponds to a social or-
der, which in a «palace state» is based on the elite having
maximum access to luxury goods and amusements, which
is also true regarding the classes of bureaucracy, priests,
and working masses ensuring, along with small-scale natu-
ral economy, execution of large-scale public works. The sys-
tem of «palace economy» established in Crete at the turn of
the 2" millennium B.C., continued to develop until the end of
the 2" millennium B.C. It was fundamentally no different from
the socio-economic model of the Middle Eastern civilizations
of the Bronze Age (those of Anatolia, Syro-Phoenician coast,
Canaan and others) [26]. A number of modern dictatorships
with a very high degree of centralisation and ideological con-
trol resemble the «palace economy». They are the totalitarian
regimes of North Korea, Pol Pot’s Kampuchea, military juntas
in Latin America widespread in the 20" century, regimes of
«banana republics» of Africa (since 1960s), etc.

The transformation of the Soviet «workers’ state» into the
post-Soviet «palace» state occurred in a historical context which
was in some basic features reminiscent of the post-Petrine Rus-
sia of the 18" century. |. Glebova considers that a «palace state»
is a form (or organisation), which includes both old and new
ruling groups that split off from the population to form a privi-
leged class (1.5-2% of the population) [13, 65]. Belonging to the
«palace» is visualised in the Russian version by «being well re-
ceived» in the Kremlin, i.e. by high-ranking people who, tenta-
tively speaking, work in the Kremlin or are regularly invited to the
Kremlin palaces or offices. In a sense, the «palace» can be con-
sidered a corporation, but the nature of the «palace» is directly
opposed to the capitalist one: it is «possessory» implying mo-
nopolistic exploitation of both basic material resources/assets
and «subjects» themselves [27].

As part of the corrupt «palace» communications, the finan-
cial industrial oligarchy makes a specified payment for the ex-
clusive use of profitable resources and assets assigned for
them by the «palace», thus becoming «statesmen», while the
bureaucracy becomes commercialised pursuing the sole pur-
pose which is enrichment [13, 70, 75-76]. In full conformity with
the Horde’s tradition, the «palace» understands power prima-
rily as the right to «impose a tribute». The «palace» actors deny
the «non-palace» population (the symbolic «shack») the right
to exercise control over the productive wealth of the country,
and, accordingly, to form civil society. The «palace state» (in
sharp contrast to modern Western democracies, especially fe-
derations, striving for national consensus [see 28, 13]) insis-
tently ignores the principle of «egalitarian reciprocity» in its rela-
tions to Russia’s diverse social and ethnic groups, not to men-
tion individual citizens.

Getting rid of the service burden which had been approp-
riate (except for some limited periods of time) to the Muscovite
Tsardom - the Petersburg Empire — the USSR, the «emanci-
pated» Russian state lives for itself. I. Glebova writes: «From
the point of view of the «palace», society has shrunk to a «limi-
ted contingent» required to serve the «palace». According to
various estimates, it amounts from 10 to 17% of the population
employed in relatively effective economic sectors [...] Itis a kind
of «airbag» for the «palace», its social base imparting it stabi-
lity and allowing it to expand, to a certain extent, though» [27].

The «palace» in contemporary Russia is a kind of «state
within a state» of neopolitar type, being nested like the Rus-
sian matryoshka, on the socio-hierarchical, functional (redistri-
butive), regional and even geographical grounds, forming con-
ditional «Moscow», «Moscow within the Garden Ring road»,
«the Kremlin», «the Senate (Presidential in fact) Palace in
Kremlin», etc.
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If, at the beginning of «the Putin era», the share of the pub-
lic sector accounted for about one-third of the Russian eco-
nomy, in the mid-2000s, when the state took the «commanding
heights» of the economy again, this figure amounted to at least
50% of the country’s GDP [29] and is maintained at such a le-
vel to this day. Even in the context of the deep economic crisis
in the Russian Federation which was caused by the slumping
world oil prices and economic sanctions of the West due to the
Russian aggression against Ukraine, the Kremlin does not in-
tend to sell shares in the state-owned companies to private in-
vestors [30].

Let us consider a typical example of how government pro-
perty is managed in the context of the «palace state» and
«palace economy.» In July 2007, a special federal law estab-
lished the government-owned corporation of nanotechnolo-
gies RUSNANO (or RUSNANO JSC since March 2011). In
November 2007, the Russian government made an asset con-
tribution in the amount of 130 billion rubles (5.3 billion US dol-
lars at the official rate established then by the Central Bank of
the Russian Federation) to support the activities of the cor-
poration [31, 48]. 100% of the shares of RUSNANO JSC are
owned by the state. The company’s core business is investing
funds in private (emphasis added - I. P.) projects to set up
new nanotechnological plants and factories [32].

Since September 2008, a former head of the Presidential
Administration, «father» of Russian privatisation Anatoly Chu-
bais is the Chief Executive Officer of RUSNANO. The highest
governing body of RUSNANO JSC is the Board of Directors,
whose members make not only strategic but also operating
managerial decisions on financial and property matters. Four
out of the 11 members of the Board of Directors are top-ran-
king government officials, including the Deputy Prime Minister,
the other 4 are professional attorneys of the Russian govern-
ment (the institution introduced by the Kremlin in 2011 for the
government-owned corporations to replace the independent
directors), among whom Anatoly Chubais and multibillionaire
Viktor Vekselberg are [33].

Thus, among members of the Board of Directors the go-
vernmental officials or agents make up 72.7% of its compo-
sition, while there are no independent directors representing
the actual business sector of nanotechnologies at all, in sharp
contrast to the Western practice of state property manage-
ment. It should be noted that Viktor Vekselberg plays a key
role not only in Kremlin’s image-building investment projects
(he is the president of Skolkovo Foundation), but also in cul-
tural projects of the «palace» as, for example, purchase in
2004 of the world’s largest private collection of Faberge je-
welry, its demonstration in the Moscow Kremlin and later in
dozens of cities in Russia and abroad. His former fellow stu-
dent at the Moscow Institute of Transport Engineers and now
American multibillionaire Leonard Blavatnik owning huge as-
sets in the West is his closest business partner [34]. Thus,
a large-scale redistribution of assets accumulated in power-
property of the «palace» is ensured through suchlike institu-
tions and due to such an informal relationship.

The audit of RUSNANO performed on a parliamentary in-
quiry in April 2013 by the Accounts Chamber of the Russian
Federation revealed lack of any documents confirming the ef-
fectiveness of the investments made, evidence of money laun-
dering and legalisation through investment transactions, ob-
taining unjustified tax benefits and so on. At the same time, the
expenses of RUSNANO over 5 years of its activities amounted
to nearly 200 billion rubles. However, the «moderator» of the
«palace,» Russian President Vladimir Putin took RUSNANO
publicly (during a live call-in show) under his shelter, and the
Russian law enforcement agencies virtually ignored the audit
results [35]. In December 2015, RUSNANO announced expan-
sion of debt financing against sovereign guarantees [36]. Ne-
vertheless, in January 2016, the Accounts Chamber of the Rus-
sian Federation reaffirmed that «virtually none of the projects, in
which state-owned corporation RUSNANO invested funds has
shown good returns yet» [37].

It is no surprise in this context that in 2014 Russia’s state
budget revenues from the use of publicly and municipally owned
but actually «restrictedly collectively held (by the «palace»)



property» [13, 68] amounted to only about 3% [38], while even
in the pre-revolutionary Russia, which had been called «the
realm of bureaucracy,» state-owned property and capitals had
generated about one third of the state budget revenues (30.5%
in 1913) [39, 2].

A. N. Tarasov suggested expressing the social essence of
the ruling class of contemporary Russia through the term «bu-
reaucratic bourgeoisie» [20]. In our view, «bureaucratic oli-
garchy» would be a more appropriate term, as the ruling es-
tablishment the contemporary Russian Federation (in double
unity of its bureaucratic and oligarchic sides) is not bourgeois
but politar both by its origin and its current socio-economic
status.

Property relations in contemporary Ukraine and Russia
differ essentially by their nature: in Ukraine, it is entirely pri-
vate, although threatened by illegal takeovers on the part of ri-
val «lords» and their clans, property of oligarchic clans vying
for regional power and a share of power in the central gover-
nment. It resembles the property of suzerains (seigniors) in
feudal Europe.

Thus, we can describe the current economic system in
Ukraine as a predominantly neo-feudal European-style one
with, however, a dynamically developing segment of capitalist
relations, which, after the overthrow of the kleptocratic regime
of Viktor Yanukovych, got a chance to achieve superiority over
the neo-feudal relations in the future.

At the same time, we can see the phenomenon of two-tier
property in Putin’s Russia, which is characteristic of politar so-
cieties: on the one hand, property is formally subject to pri-
vate law; its lion’s share is registered in the name of individuals
or state-owned corporations, on the other hand, the supreme
owner and arbiter of property is actually the top-brass of the
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federal bureaucracy personified by the President and his in-
ner circle acting on behalf of the entire ruling class. A verdict of
this «ultimate authority» (a kind of «the Supreme Privy Coun-
cil») turns out to be decisive, absolutely mandatory and final for
the destiny of any oligarchic and other property in the country.
Consequently, we observe a neopolitar socioeconomic forma-
tion rather than neo-feudalism in Russia. Moreover, due to the
escalation of the systemic conflict of Russia with the West and,
more broadly, with the world of modernity, further consolidation
of the palace-neopolitar power and economy, which brings un-
der control and increasingly distorts the segment of competi-
tive market relations, is taking place.

5. Conclusions. The foregoing indicates that the funda-
mental principle of the politar mode of production and the cor-
responding conservative, anti-modernisation by its nature so-
cial structure continue to persist in the civilizational substrate of
the Russian statehood. As the systemic conflict of Russia with
the West and, more broadly, with the world of modernity esca-
lates, the «palace» nature of the contemporary Russian state
and the Russian economy, the noneconomic, power-possesso-
ry nature of deriving revenue by the main actors (both econo-
mic entities and individuals) of the Russian domestic «market»
becomes increasingly evident.

Thus, the contemporary Russian Federation is a state of
the palace-neopolitar type (that is, a palace state with a neo-
politar economy), wherein the top bureaucratic oligarchy has
established, de jure or de facto, a monopoly on power control-
ling and redistributing the core economic resources and as-
sets of the country with the purpose of its utmost enrichment.
This means that the unlikely success of today’s Russian mo-
dernisation would threaten the very foundations of the Rus-
sian statehood.
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