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A transition to totalitarian rule depends on an economy that is not deteriorating too quickly, writes
Kirill Rogov

uring his time in the Kremlin, Vladimir Putin has drawn on two potent sources of political strength: high oil prices, which fell into
his lap during the boom; and patriotic fervour, which he stoked by engineering regional conflicts. Now the oil price is falling like a

stone. Will the Russian president be able to rely on patriotic mobilisation alone?

The past decade brought two periods of surging oil prices: one that ended in 2008 amid the flames of the financial crisis; and another
that began barely three years later. But last week a barrel of oil fetched as little as $70, from $105 in June, and Russian producers must
be feeling the squeeze.

The latest slowdown marks a moment of danger for Mr Putin. In the decade and a half since he first
became president, the government has strengthened its control over oil and gas and increased its role in
the financial sector. The creeping tide of nationalisation eroded incentives for investment, and swept away
the resources needed for private investment. This is hardly without precedent; in resource-rich countries
people are usually enthusiastic about nationalisation. But they expect benefits.

In the early years of Mr Putin’s presidency, they were not disappointed. The oil bounty pushed up
consumption, stimulating growth. Most of the money was distributed through market channels. But the
second oil price boom did not translate into economic performance as smoothly. In 2012 and 2013, when
prices were often above $100, the economy was close to stagnation.

A dearth of investment led to rising costs, consumption increases ran out of steam, and the oil riches
instead had to be meted out through government largesse. By the beginning of this decade, public spending was more than a quarter
higher than in the middle of the last one, much of it going on social assistance, higher pensions and public sector wages, as well as
military spending.

This approach is sometimes called “resource nationalism”, and we have seen it before: in Iraq under Saddam Hussein, for example, or
in Venezuela under Hugo Chávez. It inevitably involves confrontation with the west as the regime seals itself off.

Politicians who follow this path typically proclaim themselves regional leaders, and engineer conflicts with neighbouring countries that
help patriotic mobilisation. Confrontations abroad are a source of legitimacy at home. They offer an excuse for repression, and they
draw people into a nationalist narrative. The declared goals of the conflict are irrelevant; what matters is the perpetuation of conflict
itself. Seen this way, hopeless fights seem rational, despite the cost.

The transition from soft authoritarianism to totalitarian rule depends on three preconditions: popular support, the acquiescence of
elites, and an economy that is not deteriorating too quickly. For now, popular support is Mr Putin’s strongest suit. After a period of
decline, his approval rating is said to have jumped to 85 per cent in June.

This may be misleading: in an authoritarian climate, such numbers are extremely dubious. Public discussion, such as it is, takes place in
the shadows, and opinion polls offer only a distorted reflection. Although anti-western feelings are intensifying, Russians’ lifestyles are
now more westernised than ever before. Two years ago, tens of thousands took to Moscow’s streets to demand modernisation.

The elites have lost some of their nerve in the face of Mr Putin’s apparent popularity. But it is the economy – the double blow of
sanctions and a falling oil price – that poses the most serious threat to the president. Repressive institutions are not completed yet, and
the country is not sufficiently closed. The Kremlin is hesitating, wondering whether to escalate the confrontation, or ease off while the
new economic reality sinks in.

But the logic of resource nationalism knows no reversal. A regime that will not let go of its country’s natural riches cannot create
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prosperity. Instead, Mr Putin must channel the patriotic spirits of his people. And that means intensifying his conflict with the west.

The writer is a political analyst at Moscow’s Gaidar Institute for Economic Policy
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