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Abstract

Russia and Slovenia are in many aspects very dissimilar countries. The process of systemic change in the post-communist
period was also usually assessed differently. Slovenia is an example of successful transformation that resulted in consolidated
democracy and effective market economy, while Russia is an example of flawed democratisation, resulting in authoritarian re-
versal and an oligarchic economy with a combination of state interference and domination of ‘olygarchs’. However, the global
crisis revealed some severe structural weaknesses of the Slovenian model of transition that led to the development of a rather
dysfunctional democracy and ‘crony-capitalism’ characterised by entanglement of political and business elite that is—at least in
some aspects—rather similar to the situation in Russia. We claim that these similarities between the two countries are predomi-
nantly determined by the type of elite formation and configuration, i.e. a high level of elite reproduction and ideological hegemony
of one political faction that led to development of institutional setting with a number of ‘extractive’ characteristics.
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1. Introduction

In the process of systemic transformation of former communist
societies, the role of the elites, particularly political ones,
is particularly important since it holds the responsibility for
executing the so-called ‘triple transition’ (Offe 1993), meaning
a change of political, economic, and social systems, the
key to which is above all the re-establishment of structural
conditions (system infrastructure, legislative framework)
for the ‘normal’ functioning and autonomous development
of other social areas (Adam 1994). We speak about elites
as these individuals ‘who are able, by the virtue of their
strategic positions in powerful organisations, to affect national
outcomes regularly and substantially’ (Field et al. 1990, 152).
Parliamentary democracy and market economy as the main
institutional elements of modern society must be ‘chosen,
implemented and maintained by its “agents”, i.e. political
actors with their characteristic interests, passions, memories
and virtues’ (Schmitter 1993, 425). The course of societal
transformation and the resulting institutional character of
post-communist societies is thus strongly determined by the
profile of elites and their strategic choices. It thus importantly
affects their political and economic performance.

Russia and Slovenia are in many aspects very dissimilar
countries. They essentially differ in terms of the size of their
territory and number of inhabitants, since the former is one
of the biggest countries in the world, while the latter is one
of the smallest European Union (EU) members. They belong
to different cultural traditions: the former is the one of the
cradles of Orthodox Christianity’ while the latter historically
belongs to the tradition of Western Christianity. They have
different experience with statehood: the former as one of the
world powers which played a significant role in European
history, the latter as a country that only recently gained its
independence. Although in the second half of twentieth
century both countries experienced the same type of socio-
economic system, a number of their characteristics varied.
The Slovenian regime was, in general, much more open,
and Slovenia enjoyed more regional autonomy, while the

1 In his Clash of Civilizations and Remaking of World Order
(1996), Samuel Huntington determined Russia as the centre of
one the world’ civilisations which is based on Eastern tradition of
Christianity.
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oppressiveness of the Soviet regime remained strong up until
the beginning of perestroika.? The process of systemic change
in the post-communist period was thus usually assessed
differently, with Slovenia being an example of successful
transformation that resulted in consolidated democracy and
effective market economy, and Russia being an example of
flawed democratisation, resulting in authoritarian reversal and
oligarchic economy with a combination of state interference
and domination of ‘oligarchs’.

However, the global crisis revealed some similarities.
Slovenia has been affected by the crisis in a severe way. Due
to its financial problems (high indebtedness, an ‘immobilised’
banking sector, and increasing budget deficit), this small EU
country that used to be considered as a post-communist
‘success story’ came under the spotlight of institutions of the
EU. The crisis uncovered structural weaknesses of Slovenian
model of socio-economic regulation that led to development
of its version of ‘crony-capitalism’ characterised by
entanglement of political and business elite which is—at least
in some aspects—rather similar to the situation in Russia.
This article deals with the question of how similar structural
traits can appear in otherwise very dissimilar countries.
We claim that is due in a predominant way to similar elite
configurations. Namely, the above-mentioned common traits
between the two countries are predominantly determined by
the type of elite formation and configuration, i.e. a high level of
elite reproduction of one political faction. This configuration is
problematic, since it led to the development of an institutional
setting with a number of ‘extractive’ characteristics (Acemoglu
and Robinson 2012), hindering its developmental potential.

2. Post-communist Transformation as Modernisation

Modernisation is a very broad and complex concept,
which was defined by Andorka as a combination of five
processes: structural changes, improving the living standard;
development of the welfare system; democratisation of the
political system; and the creation of civil virtues, norms and
values (Andorka 1993). As societies develop, social structures
are becoming more complex politically, economically, and
technologically developed, autonomous, and individualistic.
With regard to these changes, Deutsch uses the term
‘social mobilization’ as a process where old economic and
psychological features are substituted by new behavioural
patterns and socialisation (for example, new technologies,
urbanization, mass media, new norms, the availability of
consumer goods, etc.) as well as structural views of social

2 Perestroika (the Russian word for ‘reconstruction’) was a reform
movement within the Soviet party that was launched by its Secretary
General, Mikhail Gorbachev (1985-1991).
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organisation (Deutsch in Rizman1989, 9). In addition,
processes of modernisation include the implementation of
new institutional patterns of economic development, modern
political ideology, participation, etc.

Countries of the former Soviet Union, Eastern Europe, and
other countries that were under communist rule functioned
on the basis of state’s supervision or rational redistribution
(Konrad and Szenlenyi 1979). Such a system functioned on
the basis of collective control of the communist nomenklatura
over the ‘means of production’, with centralised steering of
the economy and allocation of resources on the basis of
planned strategies (Haraszti 1977). The regime’s intervention
in society’s politics, economics and culture allowed a
certain degree of modernisation, which can be called, due
to the regime’s rigidity and centralisation as ‘inorganic
modernisation directed from above’ (Bozoki 1994, 68).
Arnason (2000) defines modernisation processes in socialist
and communist societies as ‘alternative modernization’ of
communist society.

In the countries that practiced so-called ‘real socialism’, certain
processes were unfolding that could be labelled modernisation,
i.e. intensive industrialisation, urbanization, and establishment
of a state with a strong bureaucratic apparatus. However, they
were all strongly ‘deformed’ and differed considerably from
those in developed Western societies (Adam 1989; Eisenstadt
1992). Industrialisation was based on the development of
heavy industry and big, rigid, and inflexible complexes that
were, due to the absence of private initiative, inefficient and
uncompetitive. Urbanization was chaotic, as was manifested
in the inorganic and inconsistent development of the cities
and in an underdeveloped infrastructure. The bureaucratic
apparatuses were established not to serve the needs of the
citizenry so much as to exert control over them and curtail
their liberties.® Even the political system was characterised
by some modern institutions like a constitution, elections,
parliament, etc. that were, in the absence of political pluralism
and due to the total domination of the Communist Party, only
a facade of the undemocratic political building.
Post-communist modernisation, which tended towards a
convergence of modern societies, can be divided into two
parallel and interdependent processes. The first is the
differentiation of social functional subsystems in relation
to the political subsystem, where a self-restraint policy
allows other social subsystems operating independently
with their own rationales. The second process implies the
development of opportunities for autonomous function

3 Communist regimes were characterised by severe and
continuous violations of human rights and liberties, as manifested
in the persecution of political and ideological dissent, confiscations
of property, restricting the movement of the people, a ban on
professional engagement of ‘suspicious’ individuals, etc (Kleindienst
and Tomsi& 2017; Avbelj and Letnar Cerni& 2020).
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of subsystems according to their own internal rationales,
which entails the actual utilisation of these opportunities and
development of their own self-referential logic. At the same
time, the high degree of a subsystem’s autonomy increases
interdependence (Makarovi¢ 1996, 126). Modernisation of
post-communist societies is linked to the establishment of a
modern institutional system with a democratic political regime
and an efficient, market-oriented economic system (which is
also a condition for EU admission).

Modernisation is successful when conditions are set for
high-level performance in different societal fields as well
as systemic competitiveness from a global perspective.
This refers to establishment of ‘inclusive’ institutions both
in the fields of politics and economy, which enables free
engagements of individuals in groups in political process and
business activities (Acemoglu and Robinson 2012).* Such
institutions are the basis for sustained societal development.

3. Elites as Agents of Social Changes

When we deal with the position and role of elites in their
relationship to the social-historical context, the complexity of
this mutual relationship needs to be emphasised. Both the
character of the elites and their social position depend on
cultural-historical circumstances, especially the relationship to
the past institutional structure, and also the relationships with
the other social groups (Eisenstaedt 1973, 34). The behaviour
of political elites is deeply rooted in the political culture, which
is a product of complex historical development. But this
dependence of the elites on the existing social structures and
predominant cultural forms is only present in a state of relative
stability (Tomsi¢ 2016).

In the context of the processes of social system change, it is
plausible to define the political elite as ‘those individuals and
groups that create and control social institutions’ (Kaminski
and Kurczewska 1994, 136). This definition of the political
elite does not only include members of the ruling structure,
since a leading position in society (or an important segment
of it) can in certain circumstances be occupied by groups
that are not rooted in the ruling structure. But in the case of
a successful overthrow, these usually also occupy the formal
centres of power. It is worth noting that institutional changes
can be initiated by actors from various social fields, not only
from the sphere of politics. Actors from the field of culture,
such as various artistic and intellectual groups, professional
associations, and magazines can often find themselves in

4 Acemoglu and Robinson (2012) distinguish between two types of
institutions: inclusive institutions, based on openness of engagement
of different actors, and extractive institutions, based on exclusion and
privileges of certain social groups.

such a role after having become politically relevant through
their public and general socially engaged activities.® This
is largely because in certain situations, their critique of the
existing regime and their vision of social development can
achieve mass support and thus decisively intervene in the
process of political decision-making. Various non-political
groups can also represent the origin of institutionalised
political actors, mainly political parties that later act as agents
of democratic change.

During times of intensive social change, the political elite or
its dominant type is the one that has the biggest influence on
the structure of and the way individual institutions operate,
and thus also influences the nature of the newly formed social
organisation (Tomsi¢ 2016, 60). The configuration of elites,
i.e. relationships between different factions of the political elite
as well as between the political elite and other elite segments
(business, cultural elite), and elite profile in terms of prevailing
cultural patterns, exert strong impact on the course of societal
development (Adam and Tomsi¢ 2012, 54).

The character of the national elite is the factor that influences
the developmental success—or failure—of the social system.
Because it has a major influence, especially in turbulent times,
on the nature of the regime and the shaping and functioning
of key institutions, it is important to know its essential
characteristics or which faction within it is the one that is most
influential.

Social conditions in countries of the former communist bloc
are largely characterised by the relationship between the
so-called old and new elites, i.e. between the elite emerging
from the ranks of the former regime and the relatively
heterogeneous elite formed during the social transition (Adam
and Tomsi¢ 2002). It must, however, be stressed that it is often
difficult to make a clear-cut division between the old and new
elites. Even the former nomenklatura has in fact experienced
various transformations, and part of it—at least the part that
retained its position on the political scene—has embraced
(at least formally) democratic principles and norms. Thus,
the thought and action patterns that are essentially a relic of
the former undemocratic system are often present in recently
founded political parties.

Nevertheless, one of the key questions of post-socialist
transformations concerns the position and role of former
holders of monopolistic social power, i.e. the members of
former communist elites: in other words, whether and to
what extent they were able to retain key social resources
and thereby continue to influence the development of these
societies (Tomsi¢ 2016).

5 One might mention the example of the Slovenian literary magain
Nova revija, which become in 1980s one of the main generators of
anti-regime ideas and programs, and its contributors became leading
figures of the newly formed political oppostion.
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4. Elites and Societal Dynamics in Russia and

Slovenia

Given that the conditions for extensive institutional structure
change occurred after the breakup of communist regimes, it
is important to know the nature of those groups that played
the key role in shaping and carrying out these changes.
When dealing with elites in post-communist countries, we
naturally cannot avoid the historical context in which they
developed (Tomsi¢ 2016). The relationships between the
individual categories within the elite are largely dependent
on it, especially the question of which faction controls the key
positions in society.

Elites, especially political ones, were at the beginning
and during the transition process confronted with many
dilemmas and challenges concerning the speed and scope
of reforms and building of new institutions and regulations.
The responses were determined by available resources,
knowledge, and the interests of influential groups. In this
context, the visions of the elite, its values and ideological
profile also played a significant role in searching for the
most appropriate developmental model (Adam, Kristan, and
Tomsi€. 2009).

Elite Formation and Dynamics of Political Space

Both Russia and Slovenia were formed by the dissolution of
two multinational states—the Soviet Union and Yugoslavia
(Russia was a dominant part of the former, while Slovenia
was a minor part of the latter, struggling for equal status). In
the former, democratisation started as transformation ‘from
above’ i.e. within the regime structures (perestroika) while in
the latter, it was a settlement between the reform faction of
the Communist Party and rising anti-communist opposition.

Russia

Russia’s transitional politics has strong personal traits.
Political power is concentrated in the hands of the president,
meaning it he personally determines political dynamics. This
was the case with first Russian president, Boris Jeltsin, and
it is even more evident with the current one, Vladimir Putin.
This ‘personification’ is reflected in underdevelopment of
political parties (Golosov 2003; 2006), whose activities have
very limited effect on policy outcomes (Chaisty 2005).
Although the party system has somehow stabilised since
the 1990s, its structure—in terms of its cleavages—still
considerably differs not only from established Western
democracies but also from the ‘new democracies’ of East-
Central Europe. We can hardly speak about division between
political ‘left and ‘right’ and of the existence of ideological
orientations that are typical of Western political life. The main
role has been played by parties that were founded to serve
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the interests of the Kremlin executive elite. Currently, there are
only four parties represented in the national legislative body, the
Duma. The party that holds absolute majority of parliamentary
seats, United Russia,® consistently supports the policies of the
current presidential administration (President Putin is also its
former chairman).” Others are Marxist-Leninist Communist
Party of the Russian Federation, the ultra-nationalist Liberal
Democratic Party of Russia and the neosocialist Just Russia.
Some scholars speak about the ‘cartelisation’ of established
parliamentary parties, i.e. their collusion in order to draw
resources from the state and to set barriers to the entry of
political ‘outsiders’ (Hutcheson 2012). This hinders competition
and leads to closure of political space.

Russia’s transition is characterised by a high level of elite
reproduction, as shown by different studies on elite profile
in former socialist countries (Szelenyi and Szelenyi 1995).2
Although some authors maintain that the new Russian
political elite is of relatively recent date, since most of its
members did not belong to ruling Soviet structures (see, for
example, Lane and Ross, 1998), evidence shows that most
of the elite circulation in Russia since 1989 has taken the
form of promotion of individuals from the elite periphery to
central positions so ‘elite circulation has not resulted in the
emergence of new social groups in positions of power but
rather the retention of command positions on the part of old
privileged groups’ (Hanley, Yershova, and Anderson 1995,
667). High reproduction was due to the slow pace of social
changes in other former socialist countries. Furthermore, there
was no strong counter-elite that could have pushed out the
Communist Party personnel. The barriers to the development
of civil society within the Soviet system and the conditions
causing weakness in social organisations in post-communist

6 united Russia was founded in December 2001 through a merger
of the Unity and Fatherland-All Russia, two pro-Kremlinoriented
political parties.

7 ltis not an easy task to determine the ideological profile of the
ruling Russian elite, led by President Putin and represented in the
Duma by United Russia, in terms of placement in the left/right axis. It
is combination of leftist and rightist sentiments, for example, nostalgia
for former regime on the one hand, and nationalism and intolerance
toward social minorities (like homosexuals) on the other.

8 The largest international comparative study on national elites,
which was a part of the research project Social Stratification in
Eastern Europe, was carried out by Ivan Szelenyi and his colleagues
in the 1990s. By mid-1994, surveys were completed in six countries:
Bulgaria, the Czech Republic, Slovakia, Hungary, Poland and Russia.
During 1993-1994, they conducted interviews with approximately
40,000 respondents. In each country, they interviewed 2000 elite
members: 1000 of them were in nomenklatura positions in 1988, 600
were members of the 1993 economic elite, and 400 were members of
the 1993 political or cultural elite. In addition, a comparative sample of
5000 randomly selected members of the entire population was taken
in each country. By the end of 1993, data were available in three
countries: Hungary, Poland and Russia.


http://en.wikipedia.org/wiki/Unity_(Russian_political_party)
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Russia made it easier for members of the communist-era elite
to subvert more essential and fundamental reforms (Evans
2011, 46).

The elite configuration in Russia thus does not represent
fertile ground for successful democratization (Gel’'man 2003).
Under President Putin, Russia’s political regime transformed
from what had been sometimes referred to as a ‘managed
democracy’, i.e. a political regime that restrained the scope of
citizens’ political choice by a variety of manipulative means, to
a kind of ‘electoral authoritarianism’ (Golosov 2011) or ‘populist
autocracy (Fish 2018).° Lynch speaks about neopatrimonial
models which ‘rest upon the tight nexus of wealth and political
power’ (Lynch 2005, 130). In post-communist Russia, ‘a group
from the ruling circles, consisting of Vladimir Putin and his
closest supporters, has concentrated almost unchecked power
in its hands, and has continued parliamentary and presidential
elections, but has mastered techniques that make it possible
for the ruling faction to manipulate the mass media, political
parties, and public opinion so thoroughly that the outcome of
a national election is always a foregone conclusion’ (Evans
2011, 43).

Slovenia

The Slovenian political space is characterised by a
division into two political blocs. The first is the so-called
‘left-liberal’ and the second the so-called ‘right’ bloc, with
neither being fully internally homogenous (Adam and
Tomsi¢ 2002; TomSi¢ 2016; 2017). They are most clearly
divided by their institutional origins. The two parties that for
the most of transition period played the main role in first
camp—the Liberal Democracy of Slovenia (LDS) and the
Social Democrats (SD) (until 2005 called the United List of
Social Democrats) have their organisational roots in the old
(communist) regime; the latter is the successor to the former
ruling Communist Party."® The other bloc consists of three
main parties: the Slovenian Democratic Party (SDS), which
is the dominant party here, the Slovenian People’s Party
(SLS) and New Slovenia (NSi), which were established
during the democratisation process (all three are members
of the European People’s Party).

The distinction between the ‘old’ and ‘new’ parties, as they are
often labelled in public discourse, largely covers the left/right
cleavage (‘left’ as the ‘old’ and ‘right’ as the ‘new’ parties)."" At

9 The Freedom in the World report (issued by Freedom House)
placed Russia in the group of ‘not free’ countries since 2013.

10 It should be mentioned that the LDS acquired some special
features. In 1994, a small but very significant group of members of two
parties from the new political elite (members of the Demos coalition that
governed from 1990 to 1992) joined the Liberal Democracy of Slovenia.
11 The labelling of both political blocs as ‘the left’ (first camp) and
‘the right’ (second camp), which is usual in public discourse, has been
a paradox for a long time (and to some extent it has blurred the picture

first, the cleavage mostly referred to the positions of the two
camps in the past, meaning both the period between the two
world wars and the communist period as well as to some other
positions of a symbolic and ideological nature like the role of
religion and the Catholic Church in society. (In this regard, the
‘left’ takes a quite lenient attitude to the communist period,
while it is sceptical and does not reject the public engagement
of the Church, while the ‘right’ is strongly critical of communism
yet relatively supportive of the Church).

After the 2004 parliamentary elections, it appeared that political
polarisation would ease, with the issue of socio-economic
regulation gaining in importance. The campaign before these
elections was evidently less burdened by the ‘old’ ideological
issues. Lying at the forefront were issues related to the
socio-economic regulation of society like liberalisation of the
economy, tax reform and state welfare reform. When the right-
leaning government launched the above-mentioned socio-
economic reforms, it encountered considerable reluctance
from the opposition, which warned against an increase in
social inequality and the impoverishment of a considerable
share of the population, meaning it was demonstrating its
‘leftist nature’ in terms of its social orientation and scepticism
regarding ‘unleashed’ capitalism. However, in the last few
years, the animosity and conflict between the political camps
has regained considerable strength.'?

For most of the post-communist period, the Slovenian political
space was dominated by a ‘left-liberal’ bloc in whom the LDS
played a central part."® The political domination of the ‘left-
liberal’ bloc was strongly related to the configuration of the
general elite in post-communist Slovenia that is characterised
by a fairly high level of reproduction in all elite sectors.™ The

of the Slovenian political space), since members of the business elite
belong to proponents of ‘the left’, mostly the LDS, while many of those
who considered themselves de-privileged (which is often described
in terms of injustices suffered under the communist regime) have
supported ‘the right’.

12 The best example of such ideological activities is the decision of
municipal authorities in the Slovenian capital, Ljubljana, to name a
future street after the former Yugoslav communist leader Josip Broz
Tito, a move that met with strong resistance from the centre-right
opposition and a considerable share of the public, accusing the mayor
and his followers of trying to rehabilitate the communist regime.

13 From the first parliamentary elections in 1990 onwards, there
were nine ‘political turns’ (including the establishment of the first
non-communist government in 1990, and the current one), in other
words, changes of the political options in power (and five different
heads of government, including the current one). However, in this (31-
year) period governments not dominated by ‘left-liberal’ parties were
in place for just nine years. Although all LDS-led governments were
composed of parties from different camps, this party dominated them
and the ‘spring parties’ only played a marginal role in these coalitions.
14 The rate of reproduction amounts on average to 77%, with the
highest individual level being seen in the business sector (84%)
and the lowest in politics (66%), while in culture it reaches 78%
(Kramberger 1998; Igli¢ and Rus 2000).
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consequence was that the vast majority of the elite gravitated
(regarding its voting preferences) towards the political part of
the retention elite, represented by the LDS and SD. This faction
of the political elite had much better connections with various
strategic groups within society, above all the management,
business and academic spheres, social sciences circles,
and the media. Its advantage thus lay in its intellectual and
cadre potential as well as its financial resources, which led
to its disproportionate influence and informal power within
society.” This informal power contributed to the dominance
of ‘the left more than their legitimate power, i.e. support
among the population, since both blocs were more or less in
balance (Adam and Tomsi¢ 2002; 2012).

Economic Transition and the Business Elite

One of the crucial issues in the process of the systemic
transformation of former communist societies was the
establishment of conditions for the functioning of a market
economy. So-called ‘transition economies’ (Stark and Bruzst
1998) thus had to introduce an institutional framework
necessary for development of market activities and for
privatisation of previously state-owned companies as well as
for the change in cultural patterns in the business sphere.

Russia

In the socialist period, Russian economic system was
characterised by a strict control of economic activities
(Rutland 2006). At the beginning of the 1990s, Russian
economic transformation started with shock therapy. Radical
reforms were implemented in the Russian economic system,
like economic liberalisation and privatisation. The aim of
the implemented reforms was Russian integration in the
international market economy. Elites were crucial players in
implementing all these reforms, which covered liberalisation
of prices and markets, disintegration of COMECON,
demilitarisation of the economy, reduction of inflation,
privatization, etc. (Aslund 1995, 140; Fotopoulos 2008).

The beginning of transition with the above-mentioned set
of reforms was crucial for the emergence of the Russian
business elite as we know them today, with privatisation,
which began in 1992 as the key factor of their rise and power.
Implementation of the shock therapy generated high levels
of corruption during the first presidency of Yeltsin when state
structures worked in accordance with the interests of local
oligarchs,® a relatively small group of individuals, which
shared common interests and economic resources (Olson

15 This is, for example, very evident in the field of media. Namely, the
media mainstream strongly favours leftist ideas and is aligned with the
leftist political camp. See Makarovi¢ et al. 2008; Tomsic¢ et al. 2020.
16 The term oligarch means a great businessman who controls a
sufficient number of resources to influence public policy (Guriev and
Rachinsky 2004, 3).
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1971). The Russian business elite was recruited from the
ranks of elite of the Soviet nomenclature'” in the early stages
of liberalisation (see Kryshtanovskaya and White 1996),
meaning that the Soviet era elite adjusted to the changing
political and economic system (Lazarev 2001, 3).

The economic system that developed in Russia in the 1990s
was defined as ‘oligarchic capitalism’’® (Menshikov 2005;
Rutland 2006), with a high concentration of monopolies in key
branches of industry, an underdeveloped banking system,
and a shrinking social security infrastructure. Such a system
tends towards high profit margins, it causes technological
gap in the country, income inequality and mass poverty on
the one hand, and the existence of a prosperous and affluent
elite on the other. It reduces the scope of the domestic market
and depends on the export of mineral resources at extremely
high prices. Thus, production and high-tech production is
neglected and the overall economic growth is unbalanced.
The Russian economic system can be also defined as ‘crony
capitalism’ (Frye and Shleifer 1997; Johnson, Kaufmann,
and Schleifer 1997; Aslund, 2019) with strong statist-
patrimonial elements (Vasilieva-Dienes, 2018; 2019). This
type of capitalism is typical for societies where economic
success depends on political connections. The practical
implications of such capitalism can be observed in favouring
particular politically ‘embedded’ companies in giving licences
and concessions and in uncontrolled tax evasion. The new
Russian elite formed the so-called ‘capitalism from above,’
which occurred with managers gaining their privileged position
by buying a majority share of factories and companies.
This method of voucher privatisation enabled managers a
dispersion of property, while bureaucrats (policy insiders)
created investment funds to buy a number of vouchers,
through connections and supervision of financial institutions
(King 2002, 7-8).

With Vladimir Putin, as a successor to Yeltsin in 2000, a further
transformation of the economic system began and particularly
refers to the changing relationship between the political and
business elites. Putin started to contest and restrict the power
of already strongly entrenched oligarchs and pushed them
into the shadows (Steiner 2001), establishing a state-led
model of economy (Lane 2008).

The role of oligarchs has been disputed by many authors.

17 The Soviet elite consisted of individuals who were operating in the
shadow of economy and from members from so-called intelligentsia,
who advocated for a transition in the capitalist system (see Kotz and
Weir 1997). New Russian bourgeoisie was recruited mostly from
higher positions of former industrial nomenclature of the Communist
Party of Soviet Union, state apparatus (directors of departments,
the official young personnel, etc.), ministries of trade, and industrial
associations (Steiner 2001).

18 Also known as: ‘nomenclature capitalism’ or ‘criminalised
capitalism’ (see Hanson 1997; Menshikov 1999; 2005).
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While some perceive oligarchs as agents of institutional
reforms and restructuring of Russian economy (see Boone
and Rodionov 2002; Aslund 2004); others see them as
‘parasites’ who obtained their money from the funds of
Russian companies send abroad, weakening the Russian
economy and democratic institutions and causing large social
inequality (see Stiglitz 2002; Goldman 2004).

The pace of economic reforms in Russia was uneven,
resulting in a hybrid institutional setting. Although substantial
progress was made in the last decade in some key areas
(privatisation, change in employment policy, tax and pension
system) (Simon 2004), the future of market reforms remains
uncertain. In this period, Russia has been experiencing
considerable economic growth which, however, strongly
depends on its natural resources. The Russian economic
system is still characterised by the ‘extractive’ conduct of
the business elite who behave more as ‘rent-seekers’ than
as agents of innovation and development (Kotz 2001). The
business sphere remains highly politicised, since the business
fortunes strongly depend on the political connections of their
protagonists.

Slovenia

The collapse of the politico-economic system of so-called
socialist ‘self-management’ in 1990 spurred changes
where new socio-economic arrangements were established
(Tomsi¢ 2002, 143). Economic transformation was marked
by the gradualist approach embraced by policy-makers at the
beginning of the process of transformation of Slovenian society
(Rojecetal. 2004). This gradualism was characterised by slow
cautious reforms, especially in the economic field, reflected in
staggering privatisation, maintenance of the high level of state
interventionism, a low share of foreign direct investments,
and the persistence of a large public sector. It was a result
of the endogenous nature of the Slovenian transition, since it
preserved the important role of the old business-managerial
elite, which even in the new circumstances managed, with
the strong assistance of the state, to retain a considerable
part of its positions and oppose the further liberalisation of
the economy that could harm the status quo. This approach
was sustained by an ideology of ‘national interest’, which
advocates domestic ownership of companies (at least those
in strategically important branches); it was claimed that
it brought more beneficial societal outcomes, since local
owners are more attached to the community and are thus
more socially responsible than foreigners, who care only for
profits (Adam and Tomsi¢ 2012, 63). This ideology was used
by the hand of ‘old’ elite for preserving its positions through
elimination of potential competitors from abroad. And it was
maintained by the state through institutional mechanisms
unfavourable to foreign investments.

In such circumstances, it was management that maintained
a key role in managing business, leading to a setting some
analysts have named ‘managerial capitalism’ (Szelenyi
1996; Eyal, Szelenyi, and Townsley 2000). This is a specific
situation where the managerial class, in the absence of
an ownership structure or in the presence of a weak one,
controls the economy, thereby becoming a major, leading
group in society.

Gradualism was strongly related to a high level of elite
reproduction in the business sphere. Newcomers (circulation)
has not weakened the old elite, but in the case of the new elite,
we can speak about the ‘retention elite’, which is able to take
advantages of its positions, which were mostly inherited from
the old elite and regime (see Adam and Tomsi¢ 2002). Among
the Slovenian business elite, a high level of accommodation
could be detached from the old elite which ‘adjusted’ its
network (ties) with more important contact persons (Igli¢ and
Rus 2000).

The Slovenian economy remains highly ‘statised’, meaning
the role of the state and its control over the business sphere
remain strong even after the country became an EU member
(TomSi¢ and Prijon 2012). The share of state ownership of
companies is the highest among countries in the region.
Although at the beginning of the transition process gradualism
brought certain advantages, since it tamed social disturbances
and reduced the social cost of restructuring the business
sector, it eventually started to produce negative effects,
especially the reduced competitive potential of the national
economy (as shown by results from different surveys like
The World Competitiveness Yearbook) (Tomsi¢ 2006; 2017).
And these trends are evolving in an unpromising way."® The
global crisis has exposed all the deficiencies of the Slovenian
economy and society in general, which is relatively heavily
burdened by clientist networks, politicisation and monopolies
that are not only present in the business sphere, but even
more evidently in other spheres of society like education and
health care.®

19 However, the situation improved in the last decade. In the
World Competitiveness Yearbook 2010 prepared by the Institute for
Management Development from Lausanne, on the competitiveness
ladder, Slovenia was placed fifty-second in 2010 (among 58 countries
and territories), while in 2020, it climbed to thirty-fifth place (among 64
countries and territories).

20 For example, in higher education only 3% of students are
enrolled in non-state academic institutions, providing clear evidence
of a monopoly over universities and the education system in general
at the expense of diversity in terms of programmes and approaches
in this strategically very important sphere. Further, institutions not
integrated into the existing universities face different obstacles (for
example, state co-financing of tuition fees for doctoral studies is
limited solely to the universities, meaning the exclusion of doctoral
students enrolled in independent schools).
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Russia and Slovenia established institutional settings that, in
formal terms, considerably differ in some key aspects. In the
political realm, Russia introduced a (semi)presidential system
that concentrates power in the hand of president as the head
of executive branch of government, while Slovenia adopted a
parliamentary system, based on proportional representation
that leads, at least in principle, to more dispersed power
relations. In economic realms, differences with regard to the
structure of business sectors derive from the ‘nature’ (extent,
resources) of both economies: on one hand, Russia has a
big economy with rich natural resources, on the other hand,
Slovenia has a small and export-oriented economy with very
limited resources. The economic reforms also took place
in somehow dissimilar way: endurance of gradualism in
Slovenia and changing approaches (liberalisation, etatisation)
in Russia.

However, both countries share some important similarities
with regard to the mode of recruitment of individuals to
top positions in the key societal areas. Elite formation and
performance is based on the principle of reproduction, i.e. the
persistence of people with roots in former regime structures
at top positions. Elite reproduction is considerably higher
than in other comparable Central European countries (the
Czech Republic, Hungary and Poland), where the change
in the regime resulted in fundamental changes to the elite
positions and thus the circulation of elites was higher (for
Russia see White and Kryshtanovskaya 1998; Steiner 2001;
for Slovenia see Kramberger 1998; Igli¢ and Rus 2000;
Tomsi¢ 2006; 2017).

Despite differences in the institutional character of the political
system, there are similarities in terms of power-relations.
In both cases, we witness an imbalance of power between
different political groups: in Slovenia, it is one of the two
politico-ideological camps that plays a dominant role, while in
Russia, domination is exercised by a segment of the central
state apparatus, gathered around President Putin.
Aresemblance can also be observed in terms of the emergence
of the business elite and their mode of action. It should be
stressed that there are some evident differences between
Russian oligarchs and the Slovenian business elite, especially
regarding wealth and consequently lifestyle (amount of money,
real estate, material goods, etc.). Nevertheless, they both
maintain their positions through strong links with the state/
government, since their privileges strongly depend on political
support. We can speak about a high level of politicisation of
the economy, with a ‘fusion’ of the political and business elite.
Consolidation of the powerful economic elite, who are
strategically linked with the political elite, is present in many
post-communist countries. The alliance between the political
and economic elite operates on the principle of ‘rent-seeker
and rent-giver’. Rent-seekers gain additional profits by
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becoming the exclusive monopoly of the politically supported;
on the other hand, rent-givers become the first to maintain
and increase their political power (Hedlund 1999). Instead of
promoting economic development and overall welfare, the
Russian and Slovenian elite, both political and economic,
instrumentalised power for a rapid increase in wealth, power,
and their legitimacy (see Prijon 2012). Economies in both
countries are not fully consistent with Western capitalism.
The Russian economy does not develop evenly; the fiscal
policy is not working properly, since the state prefers short-
term investments, which discourages the development of
the economic sphere. There are no long-term investments;
competition is mainly focused on the local level and exports
are limited. A similar situation can be observed in the
Slovenian economy, where the business culture of economic
agents is often still based on properties of the former centrally
planned management. Both countries are characterised by
monopolies and a high level of economic closure.?'

To be sure, there is a difference between the two countries
with regard to the level of political, social, and economic
monopolisation. While in Russia, power is strongly
concentrated in the hand of President Putin, supported
by a hegemonic party that has an absolute majority in
the parliament, the change of government is practically
unimaginable; in Slovenia, one can witness at least some
circulation in power positions. While Russia’s business sphere
is strongly politically dependent and dominated by ruling elites,
a certain part of the Slovenian business sphere (particularly
foreign-owned as well as small and medium companies) is
without political ties. However, Slovenia is still characterised
by strong mechanisms of the ‘deep state’ (Pezdir 2021),
which causes harm to the functioning of the rule of law (Avbelj
and Lentar-Cerni& 2020) and has a detrimental effect on the
developmental potential of society.

5. Conclusion

As mentioned in the introduction, Russia and Slovenia, at
least at first glance, do not share many similarities, except for
both being Slavic nations. Most of the studies and surveys on
performance of former communist countries different aspects
of post-communist transformation (democratisation, economic
liberalisation, rule of law, etc.) place them on opposite poles—
Slovenia as one of the most successful transition countries and
Russia in the group of problematic ones (especially regarding

21 Inthe Economic Freedom of the World 2021 annual report, issued
by the Economic Freedom Network, Slovenia was regarding their
economic freedom (measured by Economic Freedom Index) placed
in the middle of the ranking table, i.e. fifty-seventh, while Russia was
in the second half, i.e. in 100th place (among 165 countries).
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political modernisation). The institutional environment differs
considerably as well. Slovenia is an integral part of the
institutional setting of the EU, meaning that its political elite,
regardless of its ideological orientation, cannot ignore the
international institutional framework into which the country
is integrated. On the other hand, Russia is an important
world power that is in the position to determine its course of
development in much more independent fashion.

However, one can hardly neglect some important
commonalities as well, deriving from similar type and
dynamics in an individual’s recruitment to power positions.
The composition of national elite, its cultural profile, and
relations between different elite segments determined the
course of institutional transformation.

Throughout their histories, both Russian and Slovenian
society experienced institutional settings, based on ‘extractive’
principles, as defined by Acemoglu and Robinson (2012),
characterised by exclusion, monopolies, and privileges for
certain social groups. There were not many experiences
with elements that would support ‘inclusiveness’. After
1990, formal introduction of parliamentary democracy and a
market economy brought the possibility of the development
of an ‘inclusive’ system. However, the type of transformation,
deriving from high level of elite reproduction and resulting in
high ‘retention’ of certain principles from the former system,
inhibited this process. It led to the establishment of a ‘rent-
seeking’ system that enables mutually entangled groups to
maintain their privileged positions.

Elite reproduction and the extractive nature of the institutional
setting hinder socio-economic development, regardless of
the fact that Russia experienced economic growth in the last
few years and that the Slovenian model had, at least in the
initial phase of transition, evident advantages in terms on
maintenance of social stability (Adam, Kristan, and TomSi¢
2009). Implementation of structural reforms is necessary
in order to overcome the crisis. This refers to the reform
measures that would lead to dismantling of monopolies
in different realms of society that are the major obstacle to
modernisation and systemic competitiveness.
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