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Privatization or piratizing in Russia:
population opinion 20 years later

Abstract. Introduction. In 1992, Russia began to privatize the state property. A lot of scholar and popular
literature was published to describe and analyze the Russian privatization process from different points of
view. The presented data given both by Russian and foreign economists are often very controversial. What
really has happened in Russia — privatization or piratizing?

Purpose. To shows how the Russian population relates to the privatization, and what affects the population attitude to the process
started 20 years ago.

Methodology & Results. The presented findings are drawn from the results of the series (2006-2014) of the author’s original eco-
nomic and sociological research of population as well as private investors of the stock market in the Kursk region.

Conclusion. The main factor that gradually changes public attitudes to the privatization process is the age, i.e. there are more peo-
ple with neutral or positive attitude among the younger respondents. As a result, the gradual change of generation will have a po-
sitive impact on the attitude of Russian citizens to the property.
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MoaropHbin b. B.

KaHauaaT coumonornyecknx Hayk, KOro-3anagHbivi rocynapcTBeHHbIN yHUBepeuTeT, Kypek, Pocena

MpuBaTusauma unu nupatusauma B Poccuu: B3rnAap HaceneHua 20 net cnycta

AHHOTaumA. Beegerune. B 1992-1994 rogax B Poccum Havanca npouecc npueatusaumm rocyAapCTBeHHoro umyllectaa. Ony6-
JIMKOBAHO MHOIO Hay4HO-MOMYNAPHOM NUTepaTypbl ANA ONUCaHNA 1 aHannaa npolecca npusatusaumu B Poccun. MNpeactasnetx-
Hble AaHHble, NPUBEAEHHbIE KaK POCCUNCKUMU, TaK U 3apy6eXXHbIMU YYEHBIMU U SKOHOMUCTaMK, HacTO O4EHb MPOTUBOPEYMBDI.
Y10 Ha camom Aene npomsoLuno B Poccun — npyeaTnsauma unu nupatusauma?

Llenis cTatbn — NnokasaTb, Kak HaceneHme Poccum oTHOCUTCA K npuBaTn3aumu, 1 4To BANAET Ha OTHOLLEHWEe NoAen K npouec-
cy, KOTOpbI HavyancA 20 neT Hasaa.

Mertoab! n pesynbrartel. [NpeacTaBneHHble B CTaTbe AaHHbIe NOfyYeHbl B pesynbTate nposedeHnA B 2006-2014 rr. cepumn aBTo-
PCKMX 9KOHOMMKO-COLIMOSIOTMYECKNX UCCNENOBAHNIN HACENEHNA N YaCTHbIX MHBECTOPOB hoHA0BOroO pbiHka B Kypckon obnacTu.
BbiBogbl. OCHOBHOM (hakKTop, KOTOPbIN NOCTENEHHO NOMEHAET OTHOLLEHWE HaCeneHua K npoueccy npusatm3auum, — 3To BO3-
pacT. YeM MOnoXe pecrnoHAeHTbl, TeM 60ombLUe cpeamn HUX Noaen C HenTpasibHbIM UK NONOXNUTESIbHbIM MHEHWEM O MpuBaTu-
3auuu. NocTeneHHasa cMeHa NOoKoneHnn 6yAeT NOMOXXUTENIbHO BIMATL HA OTHOLLEHWNE POCCUNCKUX rPaXKAaH K COBCTBEHHOCTM.
KnioueBble crnoBa: coumanMcTnyeckasa cucTema; Konnanc; npusatunsauma; oTHoweHue; PoccumA.

MoaropHuii B. B.

KaHauaaT couionoriyHmx Hayk, MNiBaeHHO-3axiaHni aep>kasHui yHiBepeuTeT, Kypcebk, Pocia

MpusaTtu3auia ym nipatusadia B Pocii: nornAaa HaceneHHA Yyepes 20 pokis

AHoTauif. Betyn. Y 1992-1994 pokax y Pocii novasca npolec npyeaTtuaalii Aep>kaBHoro manHa. Ony6nikoBaHo 6araTo Hayko-
BO-NONYNAPHOI NiTepaTypu LWOAO npouecy npusatusauii B Pocii. [laHi, HaBeAeHHI AK POCINCbKMMM, TaK i 3apybidKHUMU BYEHUMUA
N eKOHOMICTaMK, 4acTo Ay>Ke cynepeynusi. Tak Lo X Hacnpasgai Biabynoca B Pocii — npyBaTtunsauia yv nipatusauia?

MerTa cTarti — nokasaTu, AK HaceneHHA Pocii cTaBuTbCcA A0 npuBaTtm3adii, i AKi YWHHVUKM BNAMBatoTb Ha (POPMyBaHHA rPOMaACh-
KOI AyMKM LWoA0 npouecy, AKMIA po3noyvascA 20 poKiB TOMy B KpaiHi.

MeTtoawm vi pe3ynbTatu. [peacTaBneHi B CTaTTi AaHi OTpMMaHO B pe3ynbTati npoBeaeHHA cepii (2006-2014 pp.) aBTOPCbKUX EKO-
HOMIKO-COL0NOriYHNX JOCMiAXEHb Cepea HaceneHHA | NpMBaTHNUX iHBECTOPIB hOHA0BOro pUHKY B KypcbKii 06nacTi.
BucHoBkn. OCHOBHUIN (hakTop, AKUA MOCTYMOBO 3MiHUTb CTaBfIEeHHA HaCeNeHHA 40 npouecy npusaTtusadii, — ue BiK. Yum Mo-
NOALI PECNOHAEHTU, TUM Binblue cepef HUX NoAeN i3 HerTpanbHUM abo NO3UTUBHMM NMOrNALOM Ha npuBaTusauito. MNoctynosa
3MiHa MOKOMiHb MO3UTUBHO BMAMBATUME HA CTaBJIEHHA POCINCbKUX rPOMaAAH A0 BMACHOCTI.

Knio4oBi cnosa: couianictmyHa cuctema; Konanc; npuaTtuaadif; ctaBneHHs; Pocia.

Introduction. There are events in the history of every coun- in the Eastern Europe. In 1991, CMEA" (The Council for Mutual

try that change the habitual way of life of the majority. In the
U.S., it is the War of the North and the South in 1861-1865.
There had been such events in Russia over the past 150 years.
They are the abolition of the law of serfdom in 1860, the social-
ist revolution in 1917, the collapse of the Soviet Union, the for-
mation of the new Russian State and the change of its political
system in 1991.

The collapse of the socialist system began in 1989. It had
existed in the Soviet Union for more than 70 years, and in the
Eastern Europe - for about 45 years. It started with the fact that
in February 1989, in Poland, the independent trade union called
«Solidarity» gained the right to participate in sittings of
Parliament and Government of the country. Then, the opposition
peacefully came to power in Czechoslovakia, Hungary and
Bulgaria. In Romania, the Ceausescu regime was overthrown
by military means. The non-interference position of the USSR
had played a crucial role in the collapse of the socialist regimes

© Institute of Society Transformation, 2015

Economic Assistance) and the Warsaw Pact? were disbanded.
After the Soviet Union collapse, 29 post-communist countries

"The Council for Mutual Economic Assistance is an intergovernmen-
tal economic organization, which operated from 1949 to 1991, set up by
the decision the economic meeting representatives of Bulgaria, Hungary,
Poland, Romania, the USSR and Czechoslovakia.

2Warsaw Pact is a document issued the establishment of a military
alliance of European socialist countries under the leadership of the Soviet
Union and secured the bipolar world for 34 years. The agreement was
signed by Albania, Bulgaria, Hungary, East Germany, Poland, Romania,
the USSR and Czechoslovakia, May 14, 1955, at the Warsaw meeting of
the European states to ensure peace and security in Europe. Due to the
changes in the Soviet Union and other countries of Central and Eastern
Europe, States Parties ATS have abolished its military structure on February
25, 1991, and signed a protocol to terminate the Agreement in Prague on
July 1, 1991.
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with emerging economies were formed. These countries were
ready for market reforms in different degrees. Regardless the
differences, these countries had to pass a series of similar mar-
ket reforms. One of them was the privatization of the state pro-
perty.

A Brief History of the Privatization in Russia Russian
privatization was unprecedented not only in its expansion, but
also in its content. In most developed market economies, the
transfer of state assets to private ownership (as it happened in
1980’s) solved the problem of the companies’ effectiveness
increasing. In contrast, the Russian privatization was intended
to provide a radical change of attitude to the property and to
solve the problem of the economic basis of society changing.
The majority of Russian population can remember privatization
checks, or so-called vouchers. Privatization is associated with
them, when, in fact, there were several ways of privatization.

1. The privatization of the housing fund.

It has been lasting since 1991 up to the present. In 1991 the
law «The privatization of housing in the Russian Federation»
passed, according to which the population got the right to
receive their apartments in the private property. That led to the
housing market establishing in Russia, and the fact that majo-
rity of citizens got the serious property. This stage has been
lasting up to the present day, i.e. the Russians still have the
right to privatize (free acquisition of the property) public housing
they live in.

2. The voucher privatization.

It lasted since 1992 to 1994 [1]. Here is an excerpt from the
newsletter «Your privatization check», disseminated in 1992 by
the Russian State Committee on State Property Management:
«Every citizen of Russia from infant to a very old man gets a pri-
vatization check. You can buy shares or assets of any company
or an investment fund by your privatization check. You are also
allowed to sell your privatization check for cash ...»

Almost all of the Russian population took part in that priva-
tization. In total, 144 million of checks were issued. According to
the official statistics, about 40 million people invested their
checks in shares in various companies and organizations,
about 25 million of Russians invested their vouchers in voucher
investment funds, and about a third of owners sold checks for
various reasons.

3. The money stage of privatization.

It has been lasting since 1994 up to the present. In 1994,
the monetary stage of privatization started, which was to ensure
the implementation of some strategic objectives for market eco-
nomics development. They were as follows: to form a number of
investors, owners of significant shareholdings, who would have
their interest in the long-term investments; to provide privatized
enterprises with cash for their restructuring; to contribute in fis-
cal problems solving by means of the budget replenishing. The
feature of the money stage was its focus on the transition from
free distribution of property to its actual sales. This stage did not
become wide-scaled for various reasons. Thus, as we men-
tioned above, the privatization is still associated with privatiza-
tion checks.

Problem Statement. Russian and foreign researchers had
repeatedly addressed the privatization topic over the past twen-
ty years [2; 3]. The presented data [4; 5; 6; 7] is often very con-
troversial. Thus, there is a need to research the attitude towards
the privatization among Russian population using solemn sta-
tistical basis and to estimate the opinions of the population on
the privatization issue 20 years later.

Analysis of some researches and publications.

e The privatization or piratizing? In the U.S., there are two
popular publications concerning Russian privatization with
almost the same name, in which the authors have expressed
diametrically opposing views on the process of the privatization
in Russia. In 1995, in New York, there was published a book
«Privatizing Russia» [6]. The authors M. Boyko, A. Shleifer, and
R. Vishny (1995) demonstrated a need and success of privati-
zation as an important step for the further development of
Russia. The Director of the Centre of Russian and Eurasian
Studies at Harvard University Marshall Goldman (2003) [7] had
published a book «Piratization of Russia» where the very title of
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the book describes the process of Russian privatization. The
author criticized the aggressive way the decisions were made
when a model for the future development of Russia was chosen
in the 1990s.

e A research carried out by the Russian companies (FOM
polls, the Levada Centre, ISPI) from 1993 to the present, shows
that at the beginning of privatization, people had no idea about
inevitability of the country’s economic movement towards a new
way [8; 9; 10]. Most of the population believes that privatization
has not helped in the creation of a broad class of property ow-
ners. They suppose that it has brought more harm than good to
the country, and the owners of large private property mostly do
not own it by right. A third part of the population suggests that
the privatization should not have happened at all; 46% think that
it should have been conducted, but in another way; and only
about 5% of the population believes that the privatization was
conducted properly. A part of the population has a radical view.
They would like to cancel all results of the privatization and to
return all the property to the state. The number of respondents,
who believe that it is necessary to revise the results of privati-
zation completely, has fallen from 60 to 30% for 20 years (from
1993 to 2013). These data indicate a gradual change in realizing
the privatization and the need to form new relationships in the
field of property. The change has started since 1993.

The purpose of the article is to identify the factors that
resulted in the negative attitude to the Russian privatization
process.

Characteristics and main results. The author has been
conducting a research of existing private investors in the
Russian stock market for 9 years [11; 12]. Therefore, individuals
who invest their savings or accumulations in equities or other
stock market instruments, their motives, investment behavior
have been studied. At the beginning of 2014, there were about
one million individuals as the private investors in Russia. This
year, the author has summed up the results of the research
«The current private investor — who is he?» including regard to
the relation of existing private stock market investors to the pri-
vatization of 1990s. The author’s study covers 2500 people, or
70% of all Russian private investors living in the Kursk region®
and undertaking private investment activities from 2006 to 2014.
A data collection method was a questionnaire survey. Study
sampling is solid. All the studied private investors are represen-
tatives of different groups of the population.

To determine how the participation in investment activity
affects certain indicators, including the attitude to the privatiza-
tion, the author has carried out an additional study «Investment
preferences of the population» to collect the material for com-
parison. The method of research was a questionnaire survey;
the sampling is quota age (10 categories from 18 years) of 670
people. The indispensable condition is that a respondent does
not invest in the instruments of the stock market. From afore-
mentioned follows that we denoted these two groups as Group
1 (private investors) and Group 2 (population). The brief results,
which indicate the attitude of respondents to the Russian priva-
tization, are given hereafter.

Relation to the housing privatization. The majority of
respondents in Group 1 and Group 2 have expressed a positive
attitude towards the housing privatization. Only the housing pri-
vatization was virtually supported by all Russians, despite the
fact that the ownership of property implies certain risks, inclu-
ding the loss of the property.

Respondents’ participation in the voucher privatization.
96% of respondents received the vouchers in 1992. 0.5% of
respondents did not participate in the privatization as at that
time they lived in other states. About 3% of the respondents
were born after the issuance of vouchers, so they also did not
take part in the process at all. A part of the respondents was
minors in the privatization period, so their parents disposed the
privatization vouchers. Many — up to 30% — of respondents (or
their parents) sold their vouchers. No more than 40% of respon-
dents participated in the privatization process independently.

3 Kursk region is a typical Russian region, the population is 1.120 mil-
lion people, the territory is 30,000 square km.



Some explained that they had sold their vouchers because they
did not understand the process of privatization, or because of
lack of money. About 30% specified the expectation of returning
to the old system of government in which, in their opinion, all
innovations, including privatization, would be canceled as one
of the reasons for selling the voucher. About 30% of respon-
dents invested their vouchers in different voucher investment
funds, most of which went bankrupt. In addition, the funds,
which are still active, pay dividends at a rate of a few rubles a
year for one privatization check. 6% of respondents invested
their vouchers in shares of such companies, as Gazprom,
Lukoil, RAO UES and Sberbank, Norilsk Nickel. About 1% of
the respondents invested not only checks of their family, but
also checks purchased at the unorganized market at the price
of 3 to 10 thousand rubles (in prices of 1990s).

Moreover, respondents were asked: «What do you think of
the privatization in 1992?» (Variants of answers are «positive»,
«negative» and «neutral»). At the same time, they were also
asked to give some comments. After analyzing the answers, the
author had the following results. In Group 1, there are 24% of
positive answers, 39% of negative answers and 37% of neutral
answers. In Group 2, there are 28% of positive answers, 66%
of negative answers, and only 6 % of neutral answers.

The percent of those who expressed a positive attitude
towards the privatization is approximately equal in both groups.
However, only one third of them believe that everything was well
organized. Two thirds of the respondents

answered that their attitude towards pri-
nn
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Significant is the view of the current private investor of 75
years old who put his 2 vouchers and 20 vouchers bought for a
pittance in the shares of «Gazprom» and now has more than
50,000 shares of the company. The cost of his shares at the
time of the interview was about 10 million rubles (400,000 USD).
He proved that the privatization was unfair, «all was given to con-
fidants, people were as always deceived», and everything must
be returned to the state. At the same time, he affirms that he
purchased the shares of «Gazprom» fairly without violating the
law. Therefore, it is faire now to withdraw the shares from oli-
garchs.

In the research process, the author has analyzed more than
10 factors (income, marital status, social status, etc.) that could
affect the attitude to the privatization process. Only one factor
(age) has a significant impact on this attitude. Younger respon-
dents give more neutral or positive ratings (Figure 2-3).

The majority of older and middle-aged respondents, talking
about the attitude towards privatization, noted that they had
lived much better before the «free market» period in the modern
history of Russia. The respondents of these age groups had
some kind of a time line «before and after», and chose the pri-
vatization 1992-1994 year as the milestone. The proclamation
of Russia as an independent state in 1991 did not particularly
affect the way of life of the majority of the population. Contrary,
the privatization with parallel price liberalization and other eco-
nomic reforms significantly changed the level and way of life. A

vatization was positive, but expressed
the claims that they had failed to take
advantage of the opportunities provided.
Thus, among those who have positive
attitude towards privatization, less than
10% do not have claims to activities that
were conducted during the privatization.

The percentage of respondents who
expressed negative attitude towards the
privatization in the Group 2 exceeds by
half the same category of the respon-
dents from the Group 1.

Among the respondents who expres-
sed negative attitude towards the privati-
zation, one third believes that the privati-
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zation was not a need and that it is
necessary to nationalize the property.
Two thirds expressed the view that the
privatization was a need, but the process
was organized extremely improperly, so
that it led to a result that the grassroots
productive property owners did not over-
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Figure 1. The attitude of respondents to the privatization
Source: Based on the author's research

took the economy.

Most of the respondents who ex-
pressed neutral attitude believe that
there is no need today to look for some-
body to blame for the failed investment
process; it is meaningless now to find out
if the privatization process was organi-
zed properly or not, but it is necessary to
leave everything as it is and move on.

Figure 1 demonstrates the number of
respondents who did not participate in
investment activities and expressed neu-

The percentage of all mspondernts

tral attitude to the privatization is 6 times -
less than among private investors.
The author believes that investors
get better understanding of the invest-
ment process itself through investment
activities and tend to neutral attitude with
respect to the process of privatization. An
extended answer of one respondent on
the issue is very characteristic: «After all,
today a good investment voucher is really worth two cars
«\/olga», and you have to blame yourself rather than Chubais
that you were not able to put vouchers well»?,

RR-RN
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Figure 2. The attitude to the privatization by age in the Group 1

Source: Based on the author's research

4Oneof the leaders of privatization, A. B. Chubais, in 1993, claimed
that in a few years it would be possible to buy two cars for the shares re-
ceived by the privatization checks.
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Figure 3. The attitude to the privatization by age in the Group 2
Source: Based on the author's research

quarter-century ago these respondents were in their prime and
today it seems that at that time (prior to the privatization), every-
thing was much better.

In this context, it would be appropriate to recall the prologue
of the famous film «Gone with the Wind», where one of the most
important periods in American history is shown (which is the
War of the North and the South of 1861-1865):

«There was a land of Cavaliers and Cotton Fields called the
Old South... Here in this pretty world Gallantry took its last
bow... Here was the last ever to be seen of Knights and their
Ladlies Fair, of Master and of Slave... Look for it only in books,
for it is no more than a dream remembered. A Civilization gone
with the wind...»

Conclusion. The main factor that will gradually change
public attitudes to the privatization process is the age, i.e. there
are more people with neutral or positive attitude among the
younger respondents. Thus, the gradual change of generation
will result in positive impact on the attitude of Russian citizens
to the property.

The Russian Government now plans and conducts the
further privatization through the controlling stakes sale to
large investors. This automatically closes the opportunity to
participate in the process for the public, as well as paves the
way towards indebtness on investments in the economy -
soft loans, guarantees for loans by enterprises, tax incen-
tives for businesses. A shared route of investments into
economy (through the participation of the population in the
authorized capital) still gets little support from the state.

There should be a real opportunity to participate in this
process for the entire population including free participation. It
seems that now the Russian authorities have the opportunity to
correct errors and omissions committed in 1992, which can sig-
nificantly improve the social and investment climate in the coun-
try. This could lead® to a massive community of owners more
quickly and help strengthening the respect to the institute of pri-
vate property, as well as promote the development and forma-
tion of the middle class.
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